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PREAMBLE

The Sixth FiveYear National SocidEconomic Development Plaf20062010) (hereinafter
calleddhe Sixth Plawas prepared on the basis of a sha
sociaeconomic development strategy until the year 2020, and the Resolutiba Eifjhth

Pary Congress, which was endorsed atitteiguralsession of the Sixth National Assembly

in July 2006. Th&ixthPl an was regarded as a watershed;
of the economy as centrfalr developmentpushingfor an average economgrowth of 7.5%

per year. The governmeekpandednto programmesand individual projects to implement

each yearAlthoughtherewere a number afonstraintsunder the leadership of the Party and

the governmenthe line ministries,the provincial authorities and the Lao people havade

efforts to achieve the main targets. Lessons learned tinemmplementation othe Sixth

Five-Y earPlanservedas a basis for thenplemenationof the Seventlirive-YearPlanin the

next five years, 2012015.

The Seventh Fiwy earPlan(20112015) is a continuation of the Sixth FYeearPlanand it

has an important role in realizing the Ninth Party Congress Resolution, and is regarded as a
measure for achieving soeazonomic developmenindustrializaton and modernization
towardsthe year 2020. It is also expected to create new chdngexking firm steps to
graduate from LeasbDeveloped Country (LDCytatus by 2020, and widen and deepen
regional and international integration. TBeventhPlanis characterized bg continuation of
thedynami c pl an (ABroeudkk htah ruowRghaorSis of the fellgwing o

four dynamic objectives (1) mind set;(2) human resourcdevelopment;(3) mechanism,
regime, administrative rules, andg4) povety reduction by mobilizing resourcesand
implementing specigbolicies,and constructingtrategicbasic infrastructureThis five-year
plan aims to accelerate national economic gt
security. It aims to bringbout positive changes, emphasigimgquality and sustainability of
growth, achieving the Millennium Development Goals (MDGs) by 2015, and building
primary foundations for the future industrialisation and modernisation of the coufitiy.
documentonssts of the evaluationof the Sixth Plan(20062010) andhe presentation of the
Seventh Plan (2022015) The latter presents the domestic and international environmental
contexts,targetsettings,overall task to be performed, mactobjectives, sectorand local
development activities, and the implementation measures and mechanisms.

The Seventh Plamess largely on thesameadministrative structure as the previdsith
Plan. New issueswhich have beenidentified include: economiebalancing, enterprise
development Special Economic Zonegyriority areas,regional and global integration,
transformation tondustrialization and modernization. In the Seventh fearPlan,efforts
havebeen made tbreak down crossectoralprogrammesnto individual sectoprojects as
enshrined in the Investment Law.

In formulating and developing theectoral and provincial development platiee planners
should esure that the planare &@companied by action planénancial plans, and ta
identification of responsiblepersonnel (directions, targets,programmes/projects and
implementatiormeasures).



Favourable conditions are expected during the implementation of the Seventfiegive
Plan although some challenges and difficultieay be encountered. To achieve tBeventh
Plantargets the lessondearnedfrom the past willfeedinto the implementatiorfollowing

the directions of the Ninth Party Congrege party leadership, the government authority at
all levels, contributionfrom the people and support from international development partners.

Part I. Evaluation on the Implementation of the Sixth Five -Year Socio-
Economic Development Plan (2006 -2010)

The Sixth Five Year SocieEconomic DevelopmeniPlan (20062010) was formulatedot
accomplish the general gseaif the SocieEconomic Development Strategmtil 2020 and
ResolutionNo.8 of the Party Congress, which was approved atrthaguralsession of the
Sixth National Assembly in July 2006. The plaas a breakthrough strateggnd met the
development vision of the Partglacinga strongeconomyat thecentre of development. The
main targets and overall goals of the Sixth Plan includedrageeconomic growth at 7-5
8% per yeargrowth inagriculture and forestry at 334%,industry at 13.014.0%, services
at 7.58.0%, export at 18.1%, and impastat 8.8%. TheSixth Planalso aimed to achieve
revenue on average of 14.8% of GDP per annum, total investment 32% of GDP (10% is
public investment (consumption); and 22%faseign and private investment)increase the
population to 6.17 million in 201@ecrease theumber of poverty householtsbelow 15%
of the total number ofhouseholdsgompletely haltslash and buribby 2007; createjobs for
approximately652,000people; increse theattendance ratef children between-80 yearsat
the primary level t®0.6%; decreasthe infantmortality rate of children under the age of 1
year to 55 per 1,000 live birthand decrease the maternabrtality rateto 300 per 100,000
live births During the implementation of the Sixth FYear Plan, the countrgxperienced
both achievementand challenges.However, thePartyleadershipandthe government have
made strongfforts, and with support from friendly countries and development paririers
supportedthe government of Lao POQRhe country hasovercome manyobstacles and
achieved the planned targelonethelesstherestill exist constraints and valuable lessons
learned

I. Global, regional and national environment
1.Global and regional environment

[1]. Advantages
(1) The international relations of Lao PDR are good and tend to continuously strengthen,
especially the economic integration with ASEAN.

(2) Theexportmarkets have beeexpanded, andrants and loans with preferentiaterest
rateshaveincreased. Foreigdirect investment (FDIhas considerablyncreasedcompared to
previously.



(3) Innovations in science and technology, especially information technology, new materials
and biotechnology, have greatly expanded, rapitl progress has been madeha transition
to aknowledgebasedeconomy

(4) Strategic development partners have experienced strong economic development and have
expanded their support in Lao PDR

[2]. Challenges and constraints
(1) Conflictsand wars irothercountries haveauseddverse impacts on the so@oonomic
developmenbf many countries, including Lao PDR.

(2) The economic base of Lao PDR is still weak; it is a developing cowhich faces steep
competitionat the globallevel. As a result,tec o u n tegign@ and global integration are
facing a number of difficulties.

(3) During the last five years, tlggobal economic and financial crisis has impacted various
countries including Lao PDR, especially the export sector and some mega imtestme
projects.

(4) Huge demand on material resources in the regioreighbouring countrieshas placed
strain on resources in Lao PDR, adversdfgctingthe environment.

2. National environment

[1]. Advantages:
(1) The national and international policieslicated under the resolution of the Eighth Party
Congress are responsive and aligned with the current demand.

(2) The National Assembly officially approved the Sixth Fiear Socieeconomic
Development Plan (2068010) in 2006.

(3) Central and local atrities have transformed the Sixth F¥Year SocieEconomic
Development Plan into detailed programmes and projects and have actively implemented
them.

(4)TheSixth Planhas been constantly supported natitynahd internationdy.

(5)The country has strong political stability and social orderlires$the implementation of
the Sixth Planwas able to adequatebjptain acceptable results.

(6) Together, he Central Party, Government and National Assembly have set up an
appropriate @n responsive to the actual demands of the country.

[2]. Challenges and constraints:

(1) The threats caused ke two phenomenal natural disasters (2008 and 2009) and
epidemics such as avian influenza and a new type of influenza, HIN1, somewhat dffected t
countrybés devel opment .



(2) The global financial crisis has adversatypactedeconomic development, especially
exports and mega investment proje@$these shortage ofaw materiad, especially fuel, is
one factor which has directly impacted the hasssector.

(3) The adaptation dhe Sixth Plan(20062010)was delayedby one year, anthis causea
delay indevelopment ofdetailed programmes and projectseating difficultiesin actual
implementation.

(4) Many programmes and projects ladkinancial support to implemenDue to disaster
recovery projectsproject funds were divertedreating fund shortages in implementing the
projects as planned. In addition, macroeconomic management and administration of the
government agencias still limited. As a result, there are flaws in thée of planningand
financing in some areas.

(5) Populatiorgrowth can helgpoost economigrowth; howeverwithout proper policieand
measuredn place an increased laboudorce and aging population can poskallenges.
Therefore, appropriate policies and measures are required in order to ensure that both human
capacity and social welfare aegpandedo enhancehe skills and experience of the existing

and new labour force fahe sustainable benefitf all generationgsee Box 1).

Box 1: Population expansion and its structure

According to the Census of 2005, the population increased at an annual rate of 2.1% to 1,047,00(
compared to the previous Census of 1995 with a rate of approximately 2&tpdpulation and ag
structure by sex is shown in the population pyramid beldWe pyramid shows that in 2010, the to
population was approximately6,256,197 The pyramid2 darge base implieghat the fertility rate
continues to increase. Furthermor#,is noticeable that the top part of the pyramid is slovgsowing
compared tathat of 2005, which reflects the future issue thie ageing population gradually increasing
the society.Thus, it is gtical for Lao PDR to prepare for the care, welfaned treatment of the agein
population.

Figure 1: Age pyramid of Lao population 2010
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(6) There still is a lack of effective monitoring systeat all levels fromthe central tothe
locallevels Information andstatistical datare limited and not adequate.

[I. SIXTH PLANACHIEVEMENTS
During the last five years, the Lao economy has maintained rapid and sustainable growth,
low inflation rate,andthe national reservdsave increased. i$ the first time in the history of
Lao PDR that national budgekave beernimplemented s planned.The povertyrate has

reduced from 33.5% i20022003 t026% in 20092010. People's incomes and livelihoods
have visibly improvedThe Human Development Index (HDI) rank of the country improved
from 137 in 2007 to 130 in 2008. The fundamenthi@vements and details are discussed

below.

1. Macroeconomic growth

1.1. Economic growth

On average, the Gross Domestic Product (GDP) duhe&ixth Planperiod was 219,853
billion kip, approximately43,970 billion kip peryear. GDPgrew atan annuatateof 7.9%
which was higher than the Sixth Fiv€ear Plan targettife plan target was 7.5%)n FY
20092010, the value of GDP was 54,282 billion Kip which was 1i8@s higher thairyY

20042005 The growth in share aigriculturein GDP wasA%, industry 12.6% and services
8.4% the growth inshare of sectors iGDP is shownin Table 1).

The reasofor this

satisfactory growth was the overall economic direction guided by the; Padgeful ad
securepolitical, social and economic stabilitgndglobal and regional economiiategration.
Moreover, laws such as the Investment Promotion Lawprivate domestic and foreign
investmenthave been updateshich hasattracted foreigrcapital and boostl competition.

When compared to other countries i t h e

considerably higher.

region, Lao

PDRO s

Table 1: Comparison between actual and targeted GDP growth rate in the Sixth Plan (20€810)

Sector Targefaverage % Actual (average %
(2oggr2%elt0) perannum) per annuni)
Agriculture & Forestry 3~3.4% 3.2% 4.0%
Industry 13~14.0% 13.7% 126%
Services 7.5~8.0% 7.3% 8.4%
Total 7.5~8.0% 7.6% 7.9%

Sources: National SociBconomic Development Plan 268610 and Annual Statistidé&arbooks, 2062008.

1 For fiscal yea2005/2006 to 2007/2008 is implementation, for 2008/2009 and 2009/2010 /s estimated
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GDP per capita itbothKip andUS Dollar has increased considerably, exceeding the target
of the Sixth Five-Year PlanGDP per capita reach&diSD 818in the year 2002008, USD
906in 20082009andUSD 1,069 in20092010, which was an increaseagfproximately18%
from the year20082009. These figuresdicate that there has been an increase in the
Household Consumption Index per montiiich doubledfrom 1.1 million Kip in 200203 to

2.2 million Kip in 200708, in which consumption increased from 1.7 to 2.9 million Kip in
urban areas andincreased from 9Q000 to 1.8 million Kip in rural areasin summary,
averagehousehold consumption per month hiasn byl4.8% per year.

Table 2: GDP per capita (plan vs. actual)

Period Plan USDper capita pe Actual USDper capita| Difference between
annum) per annum) ActualandPlan (%)
2005/2006 556 573 3.1
2006/2007 619 687 11.0
2007/2008 682 818 19.9
2008/2009 752 906 20.5
2009/2010 823 1069 29.8

Source: Department of Statistics, Ministry of Planning and Investment

1.2 Economic structural changes

The economic structure changes as an economy transforms from a subsistence agriculture
economybased on raw materiate a markebriented econompased on processinghere

has been also a positive impact on Lao economy ftben domestic potentials and
neighbouring countries.

Economic structure and value added in each sectorshasn an increase, which is in
accordance witkhe set direction. IrR0082009, theshare ofagriculture and forestry sector
GDP accounted for 30.4%vith value added at 14.3@illion Kip; the industrialsector
accounted for24.9% with value added at 11.7#illion Kip; and services contributedo
38.4%with value added at 18.1#illion Kip. In 20092010, it is projected that agriculture
and forestry sectowill account for approximately 29%, industrgdctor 26% and services
sector 39% of the GDP. Detaits the sector growtls provided in Section 3, Patt of this
document.
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In summary,over the past five years, the sectoral composition of GDP suggests that
agriculture and forestry sector accounted for 30.4%, industry 26.1% and services 37.2%.

Figure 2: Economic structure 2006- 2010
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Sources: Department of Statistics, Ministry of Planning and Investhfeotn 20052006 to 20072008 the
information is based on actual calculations; for 22089, the figures are projectigrend for 2009201Q the
figuresare initial projectiondased on preliminary data.

1.3 Financial Sector Growth
[1] Financial Status of the Bankir&ystem

During the past five years, the banking sector has contributed to financial stabilitjyeand
foreign exchangeate has remainestable This is reflected in the money supply growth at
23% per year whickontributed t49.6% of GDP. Foreign exchangeew and contributed to
approximately35% of GDP in 2002010. An increase in thenoney supply or M2 was
contributed bythe increasing uimbers of foreign investor®arrow version of the money
supply (i.e. finances outside the banking system and daily savings in Kip) accounts for
approximately30% of the total monegupply while the rest of thenoney supply accounts
for 70% Of this, anestimated 80% of the total savings were in foreign currency dtineg
period 20062008 (increased 3% compared to 2005). Bath foreign anddomestic assets
have increased. Foreigegxchangereserves have increased, ahé country holdenough
stock of faeign currenciedo pay for import goods and services fapproximatelysix
months. In short, the bankimgd finance sectas stable.

[2] Banking Sector Development

The bankingsector is one of the sectors that grew rapidly and distidciting the paod of
the SixthFive-Year Plan. This is because the governnmaatle efforts to creatbetter
conditionsfor promoting thesaseof conductingbusinessin particular, lawsand regulatioa
have beenamendedto increase business competition in global markietsencourage
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economic development and growth. In a short time, a number of new banks have been
establishedvhich have benefittedociety; particularly, businesses have more alternaiives
banking services @ahhaveaccesgo world-classbankingservices and modern technologies at
lower servicecharges. Moreovethe governmenstrived to open a stock market. The Lao
Stock Exchange oped in early 2011. The loans to the business sector increased by
approximatey 85% at the end of 2008nd increased by2.3% in March 2009vhen
compared to March 2008.These achievements suggest that the sodiety increased
confindence in théanking system.At the same timenon-performing loans NPL) have
significantly decreaed from 10.52% in 2006 to 3.84% in July 2009. This is lower than the
plan projections ofpproximately5% of the total credit. However, the rural poor still have
only limited access to institutional loans. In sum, the quality of services and accearsdo lo
have both improved and the banking systemble@nmodernised.

[3] Inflation

In the recent past, inflation has been effectively manatiednflation rate decreased from
8% in 20052006 to 4.1% in 2002007, increased to 7.9% 20072008, and decreased to
0.74% in 2008009 (inflation haglecreased to negative inflatiamthelast six months, the
lowestin recorded historgince1990).In 2010, inflation is likely to increasagpproximately
4.71%. However, the overall consunmicesremainstable andheinflation rateduring the
period of theSixth Planwas an average 05.09% which remains at onedigit level per
year, and lower than the economic growth rate.

[4] Foreign Exchange rate

The Kip currency is graduallyappeciating. In 20052006 thedollar Kip exchange rate
(average) was 10,411Kip/USD,; it shiftedto 9,679 KiplUSD in 200607; 8,980 KiplUSD in
20072008; and 8,532 Kit/SD in 200809. In 20092010, the exchange rate was 8,372
Kip/USD. The difference betweethe bank rate and market rate was about 0.25% in
December 2005, which reduced to 0.01% in November 2009. In terms of Baht, the figures
were 0.14% and 0.15%espectively. The appreciation of the Kip is in line with the
depreciation of th&JSD and the inflx of foreign investment o country. The appreciation

of the Kip is only minimallyaffecting the country's exportsecause exports to an extent still
depend on natural resouragBosecosts and prices ar®t subject texchangeates On the
other handthe Kip is still depreciating relative tather currenciesparticularly Baht.This
depreciations partly because of the extensive trading between Lao PDR and Thailand

2. Economic balance

2.1 Workforce and employment balance

The wakforce structure in the economic sectors has changed corresponding to the economic
restructuringand the industrialisation and modernisation stratdggt has taken place.
Capacity building of the workforcémprovement ofthe curriculum at the vocationdvel,
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the governmentcoordination mechanism, anithe employmentopportunities inside and
outside the countrigave allprogressively improved.

Labour intensive sectors have collaborated with both public and private training centres with
a view to providdraining tounskilledworkers.Trainingis especially for those workers who
have just finished lower and upper secondary school lavelsderto prepare them foreal

jobs. The number of those who have participatagdoational training andbtained adquate

skills has increased from 5,070 in 2006 to 5,374 persons in 280dfurther increased to
16,158 persons in 2008 and to 29,766 persons in 2008e last four yeardraining has

been provided to 56,368 perspms achievemenbf 81.33% comparedto the Sixth Plan
target. Takinginto account the target for 2010 (currently being implemented), the total
number of trainees will reach 74,069 persons, which will have exceeded the target of the
Sixth Plan by 6.88%tlfe target in theSixth Plan was 69,30(@ersons).Looking at each
sector thosetrained in the agriculturandforesty sectorwill total 16,152 persons, industry

and construction 27,856 persons and services 30,061persons.

Jols havebeen created through improvirthe governmentcoordination mechanism in
accordance with the current market demavdreover,therehas beertollaboration between
relevant parties (in both public and private secttwsprovideinformation on demand and
supply.The number of employmeagenciess gradwally expanding; employment agencies
and their affiliates have expanded from three in 2005 to. Aihese agencies placed 6,404
workers injobs in 2006 21,099 workersn 2007 74,992 workersn 2008 and 241,949n
2009.

Overall, 317,444 worker$oundjobs during thesixth Planwhich is equivalent to 58.35% of
the target (the targetas544,000workers,with an annual average of 108,800 workekgw
jobs are expectedfor 325,440 workerdn 2010, whichwill result in a total of 642,884
workers employed exceeding theSixth Plan target by 18.2%.0f these, domestic
employmentwill be assured for 626,691workers84,589 workersn the agricultural and
forestrysector, 38,43%orkers in the industrial and construction secamd 3,66 %vorkers in
the servicesector Job opportunities outside the country will pp@videdfor 16,193workers
1,042 workersan the agricultural and forestry sectoit3,396workers in the industrial and
construction sectorand 1,755workers in the services sectorhe governmenalso made
attemptsto collect dataand registepeople who need job3he numberof people in need of
work totalled 298,775 of which 192,904wishedto work in the agricultural and forestry
sector, 74,194n the industrial and construction sector, and 29, the services sector.
While the Sixth Plan targete2B0,000 persons famployment, thectualemployment rate
was 76.6%of the target. Ircooperationwith the employment agencies of otluauntries, it
was identifiedthat therewasan estimated demdrfor 10,434 positions in Thailand (152 for
women), 300 positions per year in Japan and 1,000 posipensyear in Malaysia.

13



Cooperation waslsosought with the Ministry of Laboun the Republic of Korea, in order
to prepare for the export of Lao labdaKorea.

The labour structure by economic sector hbsen slowly transformed towards
industrialisation and modernisatiom the same direction as the econorstoucture.The
share of labour in the agriculture and forestry sector has slightly decltined,78.5% in
2005 to 75.1% in 2010, and correspondingly the shasancreased irthe industrialand
constructionsectorfrom 4.8% to 5.5%, and ithe service sectoirom 16.7% in 2005 to
19.5% in 2010 (see Table 3). The proportion of laboureshifom the agricultural sector to
the nonagricultural sectors is 0.7%nnually The services sectoaccounted forlarger
numbersof those who shifted from the agricultural sector wikempared to the industrial
sector.

Table 3: Share of labour by sectors

No. Sector Year Estimate
20057 2010 20062010
1 Agricultureforestry 78.5% 75.1% 73.9%
2 Industry 4.8% 5.5% 9.3%
3 Service 16.7% 19.5% 16.9%

Source: Calculations based on Population Censuses 2005 and NSEDP V202006

2.2 Balancing the Sources ofFunds for Development
[1]. Public investment

The implementationof Public Investment Programmes (PIP) during the last five years
suggests that fursdor PIPs in each sector and locality has been effectaiébgated forthe
government 6s pr i andilll projettin tptal, @474 A billiore ISip was
invested Of this, 3,982 billion Kipwasfrom domestic sources whi@tcounted for 98.7% of
thefive-year approval (2,150 billioKip wasinvested inthe economicexctor,956 billion Kip

in the socialsectorand 876 billionKip in othersectors)and 20,765 billion Kip from foreign
sources.

2Thisfigureis basedon the last Population Census2i@05, so will be differefnin the Sixth Plan(2006-2010)

(Jobs in the agricultural sector 76.6%, industry 7af¥ service 15.6% 2005
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[2]. Attracting Official Development Assistan¢®@DA)

During the last five years, given the difficult economic circumstamga$dwide, Official
Development Assistance (ODA) globally and in some regimaskeda declining trend.
However, development partners ahdsepartnercountrieswith close ties to Lao PDR that
have promised to assithie nation,have continuously providedssistance to suppottie
sociceconomic development policies of the Party and the Government. During these five
years, funds from ODAwvere used foR,251 projects in totapndas reported in the annual
Foreign Aid Reporof the ODA implementationthesefundsamounted taJSD2,443 million,
or on anannualaverageUSD 488 million. Moreover,a national contribution fund (public
fund) contributed USD 88.66 million (anannual average ofUSD 17.73 million). The
implementation of grant projectbas considerablycontributed to the socieconomic
development of the country. In general, the ODA funds have been effectively used.

[3]. Attracting Foreign Direct Investments (FDI)

The economy attracted a totafl 1,022 private (domestic and foreign) investmeptojects
during the last five years. The approved projects during the plan period were vali&d at
11.01 billion, of which domestic investors made investments waI8D 2.2 billion. The
largestshareof approved funds was in the electricity seatith USD 3.44billion (31.24 %),
followed by the mining sector withUSD2.88 billion (25.82%), the servicessector with
USD1.48 billion (13.44%) and the other sectonsth USD3.21 billion (29.15%). During
20082009 alone, approved projects amountet&D4.3 billion. The largest investment-in
flows are from Chinayietnam andrhailand

Table 4: Private domestic and foreign investment from 200&010 (USD billion)

Fiscal year Total investment Local investment
Total 11.01 2.2
20052006 2.70 0.4
20062007 1.14 0.2
20072008 1.22 0.3
20082009 4.31 0.9
20092010 1.64 0.3

Source: Investment Promotion Department, Ministry of Planning and Investment

Foreign investment has significantly contributed to economic growthrefodm of the
economic structure, commercigroduction, job creation angbrovincial development.
Moreover, support has beprovidedto strengthernhe private sector.
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Overall, the achievementgere madealue tothe strongneasures and policies put in pldoe

the governmentor attracting fundsfor examplethe InvestmenPromotionLaw has been
amended,the investment approval proce$ms been improved with thenewindow
approachthe power oflocal authoritiesin approving and managing foreign investmehtss
been strengthened, basau types of projects and values of investment. The government sets
up meetings with local and foreign investors and entreprenews annual basis order to
monitor progress and discusificulties and solutionsMoreover, promotionahctivities
abroadfor investment promotion have been carried out to attreme foreign investorso

the country.

2.3 Balancing the State Budget

The Sixth Plan targetetie share o$tate revenue at 146% of GDP and public expenditure
atapproximately20-22% of GDP. Budget deficit was to be limitedagiproximatelys-8% of
GDP.

Through the implementation of tt&xth Plan,the status of the public budget has gradually
improved. Revenuecollection hasexceededthe target for threeconsecutiveyears The
increase in revenuis duelargelyto taxes and customs, which accounteddpproximately
70% of the total revenue. During 200610, the estimated total revenue V@8s05trillion

Kip, which accounted fod7.31% of GDPR equivalent to 105% of th@lan. Ofthis, the
domestic revenue was 32.8illion Kip.

The total budget expenditure was 49 trillion Kighich accounted for 22.29% of GDéhd is
equivalent to 103% of th8ixth Plantarget. This has resulted in a budget deficit of 10.95
trillion Kip (after including thegrants), which is aaverage budget defiaitf 4.98% of GDP,
(the Plantarget was 6.1% of GDP). Overalhe main expenditure item wadke recurrent cost
of public setor salaies, which is the first priority of government. The salary index rose
duringthethree subsequent years at an annual avestgef 18.66%.

At the beginning of 2007, the amended versiothefState Budget Law was put into effect.
The main purpse ofthe amendmentvas to improve the budget management mechanism, by
centralising three sectors, namely treasury, customs and tax, matibealbudget. In mid

2007, the Audit Law was enforced. The State Audit Organisation can now directly report to

the National Assembl vy. Il n general, the gover

2.4 Balancing Imports and Exports

The Sixth Planaimedto benefit fromtrade and to stimulate economic growth through
competition and effective usaef the countrp s absol ute advantage,
commitmentgunder theASEAN Free Trade AreAFTA), andthe bilateral and multilateral
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trade agreements, includingTO accessionExpansion in international trade hbasosted
domestic trade by opening up tradbetween cities and rural areas. In addition, the
government hasnade efforts to promote commercial production and increagerts,
promote cros$ordertrade, and promote production for both domestic consumption and
export. Expansion in trade has improved human development. The living conditions of the
ethnic people have improved in many ways, through employment creation, labour migration,
crossbordertrade, rural electrification and others.

The overall priorities of the Sixth Plan were tocreasethe share of export goods tHave
high addedvalueand thereforeontribute to economigrowth; moreoverthe Plan aimedo

integrate exposgtinto each sector in order to increase employment opportuaittbgenerate
higher income tdenefit thepeople as well athe country.

During theperiod20062 0 1 0 , the export val W8D5®9 bilibmo PDR
which accounts for23.4% of GDP. This demonstratean increasing trenckach year,

especially theexport value in 2009, whicls expected to reacSD 1,005.3 million.This

was a slightdecreaseompared to the value in 2008. It is anticipated that exports will reach

USD 1,789 million in 2010which is double the target dife first year of th&ixth Plan. The

majority of the export commodities are mining products (silver, gold and copper), garments,
agricultural products (coffee, corn, tgaeanutsyice, livestocketc.), electricity, and wood

and wood products.

In 2009, the largest proportion of expearnings came from mining5% ofthe total export

of which copper had the largest sh&88% of total exports), while the share of gold and
silver combined was 9.28%. The second largest share was of garments, accounting for
12.7%, whichdeclinedby 1011% when compared to exports in 2088ctricity accounted

for 9.97%of exports which was a slight increase compared to the 2008 figurexidition,

wood products constituted 4.9%, and coffee 2.25%. Details are shokaiTiable 5 below:

Table 5: Export structure of Lao PDR by commodities 20052009 (%)

Commodities 2005 | 2006 | 2007 | 2008 | 2009

Wood product 14.13 | 11.09| 9.71 6.02 | 4.90

Coffee 1.35 1.11 3.13 1.69 2.25

Agricultural

products/NTFP 3.65 2.52 1.80 4.82 9.06
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Others 3.74 2.72 2.52 2.60 | 1543

Garmensg 20.04 | 1445 | 13.69 | 2345 | 12.70
Electricity 17.81 | 11.47 | 9.13 9.89 9.97
Mining 39.16 | 56.55 | 59.94 | 51.44 | 45.26

Gold and silve| 15.69 | 12.47 | 10.06 | 7.38 9.28

Copper 20.40 | 4199 | 47.89 | 40.85| 33.51
Other 3.07 2.08 1.99 | 321 | 247
Fuel 0.13 | 0.09 | 0.09 | 0.09 | 0.44

Total export

FOB: 100.00| 100.00| 100.00| 100.00| 100.00

Source: Bank of Lao PDR.

Imports to Lao PDR during thperiod 20062010 had a value dSD6.61 billion, which
accounted for27.3% of GDP and shows an increasing trend. In 2€99,total value of
imports was approximatelyUSD 1,413.5 million, which was a slight increase compared to
2008.1t is estimated that imports will further increasaX8D 1,670.97 million by 2010.

The inported products were largely fovestmentsmachinery and equipment, for activities
ranging from production to construction and electricity generafion examplein 2008,

these items of imporaccounted for 40%f the total importswhich further increased to
69.61%in 2009). Imported products also included goods for consumpsioch as food,
medicines and clothingfor examplein 2009 those imports constituted 21.87% of the total
imports, which was decrease by half compared to that in 20G®)ally, the share of raw
materials and equipment for the garment sector was 4.72% of the total imports (their share
fell three times compared to that in 2008). Details are shown in the table below:

Table 6: Import structure of Lao PDR by commaodities 20052009 (%)

Commodities

2005 | 2006 | 2007 | 2008 | 2009

Import for investment 44.14| 46.75| 55.69 | 40.45| 69.61

Machineries and production equipmet 14.35| 13.44| 16.62 | 22.46| 47.23

Vehicles (50% of total) 533 | 5,65 | 1091 | 3.92 | 11.10

Fuel (50% of total) 9.75 | 9.16 | 16.31 | 10.65| 6.28
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Construction/electronic equipment 14.71| 18.50| 11.85 | 3.42 5.00
Import for consumption 45.20| 41.52| 33.93 | 43.57| 21.87
Materials and garment machines 7.92 | 9.31 755 |12.48| 4.72
Luxury products 1.14 | 0.99 0.95 1.44 1.20
Electricity 1.38 | 1.23 1.66 1.92 2.45
Fuel 0.23 | 0.21 0.22 0.13 0.14

Total import (CIF) 100.00/ 100.00 100.00 | 100.00 100.00

Source: Bank of Lao PDR.

The foreign trade balance of Lao PD&mainsin deficit. During theperiod 20062010, the
trade deficit amounted t&)SD 0.92 billion (average deficitySD184 million per year),
equivalent to 16.17% of the total exports. However,itmgroved performance of theade
sector hasgesulted inthe trade deficit as a proportion of GIABcliningfrom 10.79% during
20021-2005 to 3.8% during 2008010 (the target for 2008010 is5% of GDP).

Figure 3: Export and Imports from 2005-2009
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3. SubRegional, Regional and Main Sectoral Development

3.1. SectoralDevelopment

3.1.1. Agriculture and Forestry
The Agriculture andorestrysector grew at 4% and accounted for 30.4% of the total GDP in
recent years. Cropnd livestock production grew at 4.07%, which accounted for 88.6% of
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value added in the sector. Fisheries production also grew at 4.03%, and accounted for 11.4%
of the value added in the sector. Overall, agriculture and forestry production has improved
andsuppliessufficient production for basic domestic needs.

The mainarea for plantatiomand agricultural productiomarticularlyrice crops, idocated in

the centralregion of the country, accounting for 55% of sown area, and 57% of sectoral
production. The southemegionaccounts for 23%of both sownarea and prodtion) while

the northernregion accountsfor 22% of sown area and 20% of production. Savannakhet
Province has the largest arefgrops (mainly rice) accounting for 2266 the areaused for
growing rice in the country, followed by Champassack Province (12%), Vientiane Capital
(9%), SaravaneProvince (9%) and Vientiane Province (8%). The agricultural land per
household is approximately 1.6 hectares in the country. Below is a map showing the
differences insize ofagricultural land per household in different provinces.

Figure 4: Average size of agricultural land per household
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Source:SocicEconomic Atlasof Lao PDR
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1 PromotingFood and Vegetable Production: The productionsoime of the main food
and vegetable items has been promoted, namely rice, corn, sugarcane, coffee, tea, tobacco,
peanuts, soybeangreenbeans,cassava cotton,and livestock. Since 2006, locally grown
rice has beersufficient for selfconsumption and alsenough has been producedstt aside
some for sale. On average annual rice production reached 2.9 ntdhoesin 2009
(increased from 2.56 milliotonnesin 2005). This is 88% of the target $B8tthe Sixth Pla
(3.3 million tonnes) which increased by 26.4% compared to the figure in Z%. Paddy
rice production per person as per latest available estimates is $edpaysonperyear. This
is sufficient to meet the basic needs of society. However, the pficice hadluctuated
seasonally from time to time, due to issues relating to distribution.

Land yield rate increased from 3.#thnesper hectare in 2005 to 3.%dnnesper hectare in
2008. Rice productionvas estimated to have reached 3.14 millimmnesin the planting
season of 2009, of which wet seasonal viges estimatetio account for 78%, irrigated rice
14.4% and upland rice 7%.

Between 2006and 2010, the wet seasonal rice crop was sown in an estimated 631,000
hectares, yielding 2.3 milliotonnes of rice each year; and irrigated rice was sown in an
estimated 89,000 hectares, yielding 423,00tés. Irrigated rice production, however, has
not met its target due tboth internal and external factonsicluding natural disasters,
environment, oil gce fluctuation, production costs and markeperfections. Areasinder
upland rice production havereached an estimated 110,000 hectgpes year, yielding
205,000tonnes.

Apart from rice, production of other crops has also risen significantly compared to recent
years, and is able to meet the basic consumption needs of society. Buying andesefing
stable (in thathere is no panic buying or selling), production isfisignt, and price are
steady. Self production of vegetables, tacos, cassavathrdcrops has steadily risen to
replace importing.

Along with producing food for domestic consumption, tBxth Planalso encouraged
agricultural produce to be processadactories to add valudor exampleorn (for making
animal feed) for domestic markets and exports. Corn plantatios am@aasedy 32.7%
between 2005 and 2010: from 113.8 thoudaado 151 thousanka. The production of this
crop increase88.3%from 403.5 thousantbnnesin 2005 to 760 thousartdnnesin 2010. It

is grown mainly in the Northern provinces: Xayaboury, Bokeo, Huaphanh, Oudomxay,
Luang Prabang and Xiengkhuang. Furthermore, cassava produigtied between 2005 and
2010: from 51 thousal tonnesto 161 thousantbnneslt is being exported for processing to
flour factories. Sugarcane production atgpled, from 218 thousantbnnesin 2005 to 703
thousandtonnesin 2010. In addition, coffeevegetables and organic vegetables (cabbage,
chayote, coriander and other vegetables) are grown in Pakxong and the Bolevan Plateau,
again mainly for export.
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{ Livestock andfisheriesproduction: In order to supply larger quantities of food for
consumption, there has been a shift in the productiolerayfrom the traditional (natural)
methods (of open grazing or feeding) towards livestock husbandry in captivity, so that the
animals are better reared. Some additional steps being undertaken are: encouraging
community/collective growing, controlling animamigration, supplying vaccines and
expanding veterinary services to villages (coverage of cattle vaccination is 36%, pig
vaccination 26% and poultry vaccination 24%). Bird flu is well under control. The livestock
and fisheries sector has modernised textent, and contemporary livestock farms in locales
close to big cities, and in mountainous areas, have begun to emerge. In addition to meeting
the urban demand, this trend has encouraged-barger trade in livestock (cattle, pigs and
poultry) and fish.The total domestic supply value of livestock and fisheriddS® 102.4
million (the main production is of cattle and buffaloes: 40,000 cattle and 45,000 buffaloes).
In addition,the production of fish seedlings has been expanded in 32 governmental stations
for supplying these to farmers atwithe community as a whole. The supply is able to meet
46% of the countryds demand, or approxi mat el

1 Forestproducton: This sector is able to supply products domestically woistd 31.4
million, andexportworthUSD74.4 million. Reforestation and tree plantation are encouraged
among all communities and government agencies, the private sector, other organisations and
citizens. Commercialtreesare plantedsuch aseucalyptus, teak, agar wood, and rubber.
Foreign investment from Vietnam, Thailand and China has also steadily increased in the tree
plantation sectorThese countrieare mainly investing in rubber plantatioimsthe northern,
southern and central provinces, and eucalyptus plantations in the central provinces. Although
tree plantation has increased (with cooperation from all stakeholders),-ke=pf plants
still faces challengedue to lack of funds for spprting technical stafih local areas.

Wood and NodATimber Forest Product§NTFP) There are policies, rules, laws and
recommendations to guide implementation. Deforestationilkeghl logging have steadily
decreased each year, which has encouraged the private sector and businesses to concentrate
on woodprocessing to add value for export, as well as reforestation, in order to increase the
guantity of woodavailablefor production in theuture. Treesmay be cut down only when

there isa need to construct important governmeritastructurewherethe treesarelocated
Additionally, cutting trees is permitted in pserveyed sustainable forests.

Nontimber forestproductsare collected regularly. Some mainrqalucts are rattan (8.1
million lines), bamboo (5.1 million lumps), fence (38 thousand bars), dried bark (for lighting
firewood, 178 thousand lah, a traditional volume measure), Agar(@idtonne3 and other

NTFP (wood oil, skin, bark, flowersroots, tuers, etc.) 64,667 tonnes. Nowadays,
reforesting and forest development has spread to all communities. Saplings planted increased
by 219%, from 36 million to 113 million saplings between 2005 and 2008, used for
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reforesting 40,000 hectares. In 2005 14,0@Qtéwreswere planted an increaseof 191%.
Degraded forested areas were regenerated in 127,000 hectares in 2008, compared to 57,000
hectares in 2005, recording a 124% increase.

3.1.2.Industrial Sector

During thepreviousyears, the industrial sector grewagiproximatelyl2.6% per annum. The
average (2002010) share of mineral exploration in the value adohetlistrial sectons
35.4%;valueadded (processing) activitieecount for34.3%, and electricity and water sub
sectors form the resSeefigure 5 below for more detail:

Figure 5: Average share of value added in the industrial sector 2008010

B Mining and exploration
B Processing industry
11.57%

Electricity and Nampapa

B Construction

Source: Statistic Department, Ministry of Planning and Investment

[1]. Energy and Minindgsector
A.Electricity Sector

ABetween2006 and2010, averageelectricity production increase?il.12% (current price)

and increased 9.3%eonstantprice) which covered 3.1% of GDP and reached 97% of the
Sixth Plantarget. Since 2005, five dams have beemgleted Nam Mang 3 (40 MW), Nam
Theun 2 (1,088MW), SeSet 2 (76MW), Nam Lik 1/2 (100MW) and Nam Ngeum 2 (615MW)
which combined hava capacity of 1,919 Megawatts, which can supply energy of 8,022
GWH per annuman increase of approximately thteéaes conpared to 20050f thesethree
dams arethe Independent Powd?rojects(IPPs). Presently, there are 14 dams that have
minimum energy 1 MWandif small damsare includedhere ar29 dams across the country,
which have a capacity of 2,583.72MW and can pua# energy of 11,514 GWH.
Additionally, thereweresix hydroelectric dams to be constructed duringSheh FiveYear
Planwhich are estimatedo have a capacity of 662.2 MW. Of these, the dam construction
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that aimed to be complatén 2011 consigtd of SeKaman 3, Nam Ngeum 5, Nam Yon and
ThatSalan;thoseto be completg in 2012 include Theun Hinboun extension phase and
NamXong dams. Furthermore, the Hongsa Thermal Power Plant (1,878\&)rrently
under the process of resettling people and compgletire necessary environmental
requirements. The plant is expected to be officially opened in 2011.

The length of electricity transmission lines in the country is 29,601 Km, of which 138 Km are
very high pressure lines of 589; 406 Km are of 23Bv (mostly for export); 2,060.9 Km are
high pressure lines of 11v; 14,577.2 Km are medium pressure line®kv, 34kv, 35kv;

and 12,419 Km are low pressure lines of &Y By August 2010, 98% of all districts,
60.48% of all villages and 72% of all houséds had electricityand access to a power
connection.

Some power transmission lines are under construction: the NARPD Project in the north,
1,627 Kmin length is 98% complete; REP1 Project in the sp@ti72 Kmin length,is 93%
complete; GMS Projedn PakxongJiangxaiBangyor area i$4% complete; and Paksan
ThakekSavannakhet285 Kmin length,is 18% complete. Additionallythere arell5 kv
transmission lines in NamNgeusnwhich arel42 Kmin lenght 230kv transmission lines in
NamLik-HinHurb-ThalardVientiane Capital, and 50@v lines from the NaBongdhai
borderwhich are under construction. Moreover, there are also metbuniines in Sukuma
District, Mounlapamok District and Pin DistridadHai area, which are being constructed.

The total private investment in the electricity sector between 892609 wasUSD2,995.5
million, which is an increase of 88.5% compared that in the plan peoied2001to 2005.

In total, electricity production increased 9.3% per y&dre electriciy sector has shared 15%
of total industrial production aratcountedor 3% of GDP.

B. Mining Industry

AThe total mining production value amounted to 16,772.47 bilkgm with an average
annual increase of 19.91%etween2006 and 2010 (at current pece), whichis a fivefold
increase compared tbe lastfive years (20022005). The sector accounts for 9.5% of GDP.
Exploration and production of gold bars during the four years between 2006 and 2009
reached 33.13onnes 2006 produced 12.6%onnes, 2007 produced 9.2tonnes, 2008
produced 5.81onnes,and 2009 produced 5.4@nnes)while in 2010the aim isto reach 5
tonnes(the figures show adecline in production of gold because theeebeen changes
each year in the amount of gold extracted from the gold Dujng these four years, the
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production of copper plates was 321,48i@nesand copper dust 585,6@dnnes; andhe total
sale of copper reachddSD 3,274 million. As a part of thagreement between tmeining
companies and government, the government received its shareW&nAH45 million from
Sepone gold miningetweer?006 and 2009. In 2010, the company is expected to El&de
148 million with the governmentLocal level authoities receivedUSD 500,000 annually for
rural development. Additionally, Phubia Mining shat¢8D 18 million with the government
in 2010 andUSD 200,000 annuallyat the local level, earmarked for spending on rural
development.

The total investment valu@ ithe mining sector ifive years has beedSD 2,545.3 million,
which is a fivefold increase compared to tlpgeviousfive years (20022005). Currently,
there are 154 domestic and foreign companies operatitige mining sector, operating 269
projects, @ of which are at the exploration stage and @8R@vhich areprojects are under
survey processThe Kali Salt Factorywas completedin Thongmung Village, Saythany
District, Vientiane Capitalanchas a capacity of 50,00tbnnesper annum and will be
expandedo 1 milliontonnesper annum in the future. A similar factory is under construction
in Thakek District, Khammouane Provindedditionally a steel factory is beingstablished

in Vientiane Province.

AGeology: The most important activity in this sector is to createngjaing and mineral

maps, since minerals can be identified best with largemzoré detailed maps. Mining and
mineral maps with a ratio of 1:1,000,000 have now been drawn up for evemgardiaps

with a ratio 1:200,000 have been completed for 54.86% ofFLBOR totsl geographic area,

and maps having a larger ratio of 1:50,000 have been completed for Sepon, Sanakharm, and
along the Mekong River Bank in the Northern provinces and targeas for exploration.

[2]. Manufacturing

This industry and manufacturingector is importantiue tohaving contributed in terms of

value added and job creatiofhe manufacturing sectbies grownquickly with anaverageof

9.4% per yeabetween2006and2010. Manufacturing is a relatively low investment sector,
having a highrate ofjob opportunity when compared to other industrial sectors. Some of the
main sectors in manufacturing have had a steady growth, such as garments and textiles, wood
and food pocessing. The total number of manufacturing enterprises is 2488dyntingor

19.2% ofthetotal number of enterprises (source: Economic Census, 2006).

Textiles and garmens: This is one of the sectors which has experierapdsitive growth
rate, thereby generating employment opportunities and incomes for communities. Currently,
there are 463 garment factories in the countryth@$e,39 arelarge sizedactories, 18 are
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medium sized factories and 406 are small sized fast@kditionally there are some related
factories including five laundry factories, 12 selwgofactories, 10 print logo factories, and
three carton productiorfactories. The total investment of the private sector in textiles and
garmentdetweer2006to 2009 wasUSD 15,715,00Q an increase of 84.9% compared to the
previous five years (2062005). There are a number of pressing issues in the textile and
garments sectowhich need to be addressed includilagk of sufficient funds, lack of
connection in prduction, discontinuous production, high transportation costs, and production
tax.

Handicraft sector:Over the previous years, handicraft produdbhave been gradually
developed interms of decorative design and skills. Because of the product deglign
handicraft markehasexpanded both idomesticallyandglobally. In addition,these products
havereceivedawardsat handicraft competitiosin the region. Currently, handicraft business
units - both individual and joit) -are being establishedspeciallyin rural and remote areas.
This sectoplays an important role ioreatng jobs and genereig incomefor peopleas well
ascontribuing to poverty reduction which ia policy ofthe party andhe government. The
handicraft group was established due to the goverrargmamotion policy.

Presently, the domestic and foreign investment in the handicraft sector is around 40 units, and
selling isable to increasapproximately7-8% per year. In addition, there &8 promoted
handicraft businesses

Constructionmaterials: This sector has experienced rapid growth resulting from market
demand. Cement production can now supply 809
of international standards and is widelyagoised and acceptable tine domestic market.
Investments in this sectehowtrends to increase. Presently, there are six cement factories

(there were only two in the last fiweear plan period, namely, the two factories at Vang

Vieng). The largest factg now is in Khammuane Province. Cement production has reached

1.2 million tonnes per year. Th@annedtarget was to produce 1.3 million tonnes by 2010

which increased 44% pgear. Additionally,there are factories that can supply construction
materialsto meet domestic demand to an extent. The factories including 24 steel factories
which producesteelbars and processing steel, 10 title factories and 308 concrete factories.

Food processing andeverags: The productionof beer, other alcoholic beversy soft

drinks and cigarettes has experienced steady growth; it now fully meets the domestic demand
and the surplus can be exporte@uring 20062009, beer production achieved 5,180,179
hectolitreswith an average annual increase of 14%. A second betaryao Champassack
Province, a Tiger Beer factoryn Vientaine Mulnicipality, and Savannaket beer were
constructed, and are in operation. The Economic Census of 2006 suggests that the food
processing sector had 15,804 business unigd@6, of which 28 units were large factories,
employing more than 100 workers. Another 171 units employe@PlWorkers (classified as
mediumsized units). The resif the15,625 units were small, employing less than 10 workers
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per unit. This sector haspotential to growpecause ofhe fertile soil which supportsnany

crops and livestock. However, food processing ftdesdifficulties, as most farmers are not
oriented towards producing for the market. In addition, there are difficulties relasedrte

raw materialsn some seasons, as the transport system is not adequately equipped to transport
raw material over long distances. There are also mariettedissuesmany farmers find it
profitable to sell their products along the border, as the price is laghgvare to the price

paid by the local foodprocessingindustries. Therefore, in order to compete in the
international export market, this sector must improve both product quality and standards.

In sum, the manufacturing sector has the potential to grow gpdysadequate quantities of
cement, steel bar/processed steel, natural fertilizer, processed food, beverages, etc. to the
society. Small and medium size enterprises (SMEs) have contributed appreciably to the
manufacturing sector because of an increase usinbss activities inmanufacturing
According to the Economic Census in 2006, there2d4r831 business units accounting for
19.2% of all businesses.

3.1.3 Services sector

The services sector has grown at a slowgrthan the industry sector; its anthgaowth rate
averagd at 8.4% during 2002010.Development of the servicegctoris critical for socic
economic development. During this period (average for 200®), the contribution of the
services sector was 37.2% to GDP. Its major components laovkesale retail trade and
repairing business, constituting 51%; public serwit23%; and transport, warehousing, post
and telecommunication 12.5%he restof its constituents are financial services, rental
services and public services, including soaiadl private services, hotels and restaurants, and
others.

Figure 6: Structure of service sector 2002010

B ‘Wholesales, retails and repairing
service

B Transports, warehouse, post and
telecommunication

B Finandal service

B Rentals and business service
B Publicservices

m Others

Source: Department of Statistics, Ministry of Planning and Investment.
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[1]. Internal trade

During 20062010, the trade sector substantially focused on local market development, and a
number of measures have bgart in placeto promote the movement of goods across the
country to ensure their supply to afl the society, in both urban and rueakasin orderto

help build the foundations of a market economy. Infrastructure for trade facilities such as a
market system, (including cres®rder markets), crodsorder trade, shopping malls, supply
systems (wholesale and retail), shops, warehousstgrs, vehicle parking, and boat landing
spots have all improved. The quality of services &las beercontinuously improvedfor
examplethe enterprise registration process has been simplified, by shortening miscellaneous
processes to facilitate busisepersons. In order to enhance participatitecilitate the
private sectoto strengtherservices, trade and product circulation have been improved within
the country. Trade exhibitionsvere arranged, and distribution systeno$§ agricultural
productsin rural areas have been established. Intladl domestic market has been widely
opened and developed step by step. Product circulation has been gradually increased. From
20062010, the total value of product circulation was 29,395 billion Kip, which hasatgn
increased 11%.

Trade infrastructure has been widely expand&dpresent, there are 628 markets ranging
from urban to rural of which 73 ardargesized markets, 156 are medium sized and 429 are
small sized.In addition shopping malls, supermarkets, and niglarkets have been
establishedn four major provinces include Vientiane Capital, Luangprabang, Savannakhet
and Champasack. The construction of markets and shopping imaifisstly funded by
private (both domesticrna foreign) investors and managed in different forms such as
concession under a certain period assigned by the government and the provincial authorities
according to the regulations. In short, the markets in udreas have greatlgxtended
resuling in the ability to distribute products to rural and remote argseover currently

there are 17 international checkpoints, 43 domestic checkpoints, and 63-tbaidearas
between people who live in different parts of the country. At the end of 2009 nMigen of
enterprises, business units, and entrepreneurs who are registered and received approval to
regularly operate their business activitietl 122, 182

This increase has also raised the value added in trade; as a result, the average annual growth
in trade is estimated at 7.6% between 28062010, contributing about 51% to the value
added in services.

[2]. Communication, transport, post and telecommunication:
a. Communication and transport

During 20062010, public works and transport focused orplementing 25 projects to
support the priority 11 programmes and 111 projects, especially meant for the Eighth Master
Plan on Communication and Transport. There are two focal projectsoff}ructand
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improve communication, transport and networking betwsubregions and regions; and (2)
constructandimprove communication, transport and networking within the country.

Currently, the transportation system consists of four tyffBsmechanised road transport

with the length of37,768Km, handling 80% oftte total transport volume during 262608

goods transport increased 8%, and passenger transport bY@%6 annually. This mode of
transport has enabled supplying goods and passenger transport to all districts throughout the
country, (2) water transportvith the length of more than 3,000 km, accounting1f&?o of

the total transport volumé3) in the air transport sector, there are 11 airports that handle 2%

of the total transport volumand (4)transport by train.

The roadbridge construction sector shows a better performance than others. The road
network has increased by 1Métween2006and 2009, from 33,803 Km to 39,568 Km. On
average, it increased 4.6% annually or about 1,824 Km each year. Paved roads increased
from 4,582 Km to 4,882 Km, or about 7% annually. Brelgerossthe Mekong River
(Savannakhet Moukdahan),Road No.1 in Vientiane CapitalRoad No. R3 (Bortan
Houisay), improvement ofRoad No. 9 (Sevannakhe&teno), Road No. 12 (Thakack
Gnommalard) have & completed.The kridge acrossthe Mekong Riverat Thakack
Nakonpranom was 40% complet&hadNo. 2E (Meungkoud aijang) was 31% conheted,

and Road No. 14A is under construction. Moreoves, railway station (Dongphousy
Thanalang) 3 knin lengthhas bee completedAn ADB project for small city development

has been completad 12 cities, and59% of water supply projestin northern and central
regionshave been completed Despite the vast improvement and construction in the road
systems, the demand for road developmestilisvery high since only a small proportion of

the roads are paved. Most roads are constructed from natural rocks and earth, especially the
provincial, district and rural roads. These roads are risky for travel in the rainy season. Also,
some roads connecting provinces and districts are not operational throughout the year. The
technical standards of a majority of the national roads that fall withimegiins and remote
regions are low compared to the quality of the national roads in neighbouring countries. This
impairs benefits which could otherwise be reapmdthe countryby providing transit
transport services. Basic techniques, material, equipmahi\gen transport vehicles are not

yet competitive here compared to those in the neighbouring countries. As a result,
coordination betweethe domestic transportation system and international systems is weak.
In sum, the basic infrastructure for communmatand transport, as well as relevant services,

is still insufficient in both quantity and quality.

Transport service betweer20062010accomplishedhe movement of111.9 million tonnes
of cargo, 1% below the plan target. Passenger transport was 2ith ppéksonsbelow the
target by two percent.

b. Posts and telecommunication

The post and telecommunication network hgrewn and improved. The postal and
telecommunication service has been growing, and is now able to provide services within the
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country aml overseas, such as domestic and international mone\s,dedlé8/Fedex service
within the country and overseas, domestic and overseas mailing, and collection of domestic
and overseas stamps. Public post boxes are gradually reaching rural areas.

There arel19 post offices throughout the country. Thereld&@ smaller post offices, mainly

in the districts. One officavas been added during the plan period. In 2@090, it is
estimated that there will be 3 additional offices set up in the districts, agiolitegl17 offices

in the districts. Opticalibre cables have been laid across 11,500 Km. There are 99
telecommunication centres at present, 38 government enterprises, 58 Lao corporations, two
StarTelecomcentres and one Milicom La@entre

All the telecommunication centres combined provide 3.6 million connections. Of these, 149.3
thousand are for landlines (99.4 thousand have already been subscribed, a 2.7%fionrease
the previous year); 3.39 million are for mobile phones (2.59 million have alrezely b
subscribed, a 53% increase); and0B0 are for Vin-phone (wireless landlines) (29.57
thousand are subscribed, a 5% increase). The-2009plan entails encouraging firms to
expand more telecommunication services to rural areas, providing high cealiityes, and
expandhg services from cities to villages tprovide 80%covelge

In 20092010, additional opticdibre cables will be installed to cover a total length of 13.2
thousand Km, a 15% increaBem the previous year. Thus, 90% of the proem@and 80%

of districts can be reachduny telephone. The establishment of the new Base Transceiver
Station (BTS) has enabled 2,000 receiving stationsthByend 0f20092010, it is forecast
that three million connections will be subscribed, an incread®%ffrom the previous year.
This amounts to48 telephone connectioqerl00 persons. According to the projection for
20092010, revenue income from postal sersiceill amount to 40.11 billion Kip, an
increase by 2%rom the previous year. This will contribute 4.4 billion Kip to the budget, an
increase by 2%rom the previous year, and will contribute to the total revenue from the post
and telecommunication sector at 2,127 billion Kip, exceeding the planned target byl82%.
sector will be able to contribute 600 billion Kip to the state budget, an increase of 7% over
the previous year.

Service infrastructure has expanded and improved regularly. Roads, electricity setwork
irrigation systems, airports and others, direethd indirectly support production, transport,
trade and i nvest meve$ nationahgabiltyyand geace eampdnck a@rs | i
transportation have expanded and synchronised within the region for supporting tourism and
the telecommunication nebnk.
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In conclusion, communication and transport, warehousing, and post and telecommunication

play an important rolen generating revenues and critically support other sectors to grow. On
average, the sectords val ueandasikcdneibutioh® &DR ncr e a
is approximatelyt.6%.

[3]. Tourism

Tourism is an important sector, which creates multiple benefits and generates income for the
ethnic people, in both cities and rural areas. It has a direct and indirect association with other
economic sectors. Ofte tourism in Lao PDR hasxperiencedx rapid growth asmdicated

by the tourist arrival data. In 2009, tourist arrivals were 2,008,363; an inanéd$e55%
compared to 2008t is estimated that this will further increase to 2,286 in 2010 (an
approximate increase of 10.39%). Through the period-2006 (combined), the number of
tourists coming to Lao PDR was 8.79 million, or 1.76 million per year. The average annual
increase was 15.8%. This generalt#sD 258.04 million in revaue In the Sixth FiveYear

Plan period compared to that the Fifth Plan,tourist arrival in Lao PDR increased 44.5%

and revenue generated from the tourism sector doubled.

Tourist arrivals to regions and provinces: During 22008, the largest numbef tourists

came to the central regio®2.4% of the total tourist arrivals. This region experienced an
annualtourist increase of 22.7%. The northern region received the next |langesgber of
tourist arrival,at 28.2%. This region experienced an annoatease of 37.5% he southern
regionexperienced the least numbenafirist arrivas with a share of only 9.4%. This region

also experienced an annual increase of 31.9% in tourist arrivals during2@086The
province receiving the largest number aifriets is Vientiane Capital, 28.7% of total tourists

in the country, which is 46.1% of all tourists to the central region. This is because Vientiane
Capital is where tourists first arriyvas itis the centre for transport and communicatiafiore
travelling to other provinces. The second largest proportion of tourist arrivals is in
Savannakhet province (15.5% of all tourists, and 24.9% of tourists to the central region).
Tourists can now travel to Savannakhet with relative ease, as the second Frienidisf@p Br
has been built between Savannakhet and Moukdahan (in Thailand). The third largest
proportion of tourists goes to Luang Prabang Province; about 11.3% of all tourists, and 40%
of tourists to the northern region (détem 2008).This is because Luang Paag is a famous

world heritage city, and is also an important-emad cultural tourism attraction.

In term of revenue generation from tourism, the largest amounts emerged from the central
region: 62.39% of the total revenue generation in the tourisnorsesrjuivalent toUSD
160,653,188. The increase in revenue from tourism in this region wasé&%6en2006
2010.The northern region generat@8.2% of the total revenue from tourism, equivalent to
USD 72,609,457. The annual increase in revenues from tourism in this region was 22.5%
between20062010.The south generated 9.42% of the total revenue from tourism, equivalent
to USD 24,523,113 million. The annual increase in revenues from tourism in tiis negs
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19.75%between2006:2010.From a provincial perspectiv¥jentiane Capital generated the
largest revenue, contributing 28.7% of the total and rising annually by about 8%. Next was
Savannakhet, contributing 15.53% of the total and rising annualbbyt 27%. Third was
Luang Prabang, contributing 11.26% of the total and rising annually by 24.15%.

The total number of hotels and guesthouses was 1,385 in 2008. This was an increase of about
4.1% from 2007. Of these,the number of hotels was 26&n inaease of 25.6%from the

previous year. The number of guesthouses was 1,120, staying unchrang2607. In 2009,

the number of hotels and guesthouses was 1,484, an increaa8adfom 2008. Of these,
hotelsnumbered357, an increase of 34.7% over 2008ere were 1,127 wpsthousesan

increase of 0.6%rom 2008. In 2010, the number of hotels was 383, the number of
guesthouses and resorts was 1,379, and the number of restaurai{8389a®n average
betweer2006-2010, the number of hotel increased2d6 annually, and guesthouses by 5%.

Hotels were largely concentrated in Vientiane Capitalbunting fo#3% of the total. Nexs
ChampassackProvince which accounts f8.2% of the hotels, and then Luang Prabang
Provincewith 11.7% of the hotels in 2008. Guesthased resorts were also the most in the
capital; at 16.5% of the total. They were 16% in Vientiane Province and 14.4% in Luang
Prabang in 2008.

There were a total of 742 restaurants in 2008, which increased148 in 2009, a
55%ncrease. They were mainly located in the northern region (45.3%), followed by the
central region (44.5%), and then the southern region (10.2%). Vientiane Province had the
largest number of restaurants at 16.4%, followed by Borikhamxayince at 13.5%, and
Oudomxay 11.6%. Vientiane Capital had only 9.3%heftotal number of restaurants.

There were 164 entertainment centres in 2008, which wa@%@increasefrom 2005, and
7.2%from 2007. The central region has the highest numbentdrtainment centres: 70% of

the total. The northern region comes next (17.1%), and then the southern region (12.8%).
Vientiane Capital had the highest number of entertainment centr&§%tof the total,
Champassack at 9.1%, and Huaphanh at 4.9%.

The nunber of tourist companies has doubl¢here were 64 in 2005, 93 in 2006, 113 in
2007, 143 in 2008, and 169 in 2010. From 2005 to 2010, the number of tourist companies
increased by 105 companies or dodbihencompared to 2005. Theumber oforanchesas
alsoincreasedin 2005 there were 36 branches, in 2006 branches, in 20049 branches,
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in 2008 65 branchesand in 2010, 77 brancheBetween 2005 and 2008, the number of
touri st compani e s4lbranche¢nothee wordsdauble)e ased by

Currently there are 1,493 tourist attractions in the country, of which 849 af®uweEm
attractions, 435 cultural tourist attractions, and 209 historical tourist attractions. Of these, 626
tourist attractions have been fully developed and are openetksitors. There are 14dites

where surveys have been completed but the sites are yet not dev2Ripedirist attractions

are currently being surveyed, ad86 have not yet begun the survesocessyet These
tourist attractions have be@ecordeda hgh priority in order todevelop them according to

the local conditions and the tourist needs. Collaboration between the National Tourist
Authority (NTA) and provincial authorities is essential for achieving this goal.

The above achievements are a resiiithe high priority attached to implementing an open
door and promotion policy on tourism. This is discusaaudore detaibelow.

Facilities have beerestablished relating to the arrival and departure from the couotry;
examplethe new open internatnal checkpoint at Muengmom Village, Tonpeung District in
Bokeo Province. There are currently 22 international checkpoints, of which 18 checkpoints
issue tourist visas at arrival having-88y validity the sameas thevisa available at
consulatesandembases in abroad. In addition, visa holders can apply for an extension in
every provinceln the pas thisfacility wasonly available in Vientiane Capital.

Visas are waived for citizens of ASEANcountries Japan, Russia and Mongolia.
Additionally, it is now possible to obtain a threeonth visa, if a person obtains it at a Lao
Embassy abroad, with a proviso to extend it for another three months. At international
checkpoints, a twononth visa can be granted with a proviso to extend it for another two
montrs.

The government has initiated market advocacy and promotion campaigns, which include
establishing and improving information centres related to tourism at the NTA and in all
provinces. It has also created tourism websites, and additidrealyegularlyparticipated in
international tourism expodor exampleITB in Berlin, Germany, TTM in Bangkok,
Thailand, CITM in Shanghai, China, Trade and Tourism Expo in Nanjing, China, ASEAN
Tourism Festival in Singapore, JATA in Japan, and ITE in Ho Chi Minh Citgtngm. Lao

PDR wasthe host country for the World Ecotourism Conference in Vientiane Capital in
20082009.

The government has coordinated and collaborated with cuklated sectors and local
authorities to organise events and traditional festivals f@mpting tourism in the country.

This includes international stages, such as the Wat Phu festival in Champassack; Kottabong
Stupa Festival in Khammuante Elephant Festival in Xayaboury; Ing Hang Stupa Festival
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in Savannakhet; Tai Dam Ethnic Group Fedtiin Luangnamtha; Tuang Ethnic Group
Festival in Oudomxay; anthe Cotton Flower Festival in Bokeo.

In additionto thatmentioredabove, théusiness sector is also an important component in the
development of tourismfor exampleimprovement in the quali of services. This helps
attract highincome tourists, and prolong the length of touristsiayhe country. The top 10
countries sending higbpending tourists to Lao PDR are Thailand, Vietnam, China, the
United States of America, France, Britain, dapAustralia, Germany and Canada.

3.1.4. Regional and international economic integration

Integration of the Lao economy at the regional and international levels, by implementing
opendoor economic policies on an independent and mutually beneficial Haesss,
progressively increased economic and tradeomeration and trade negotiations at the
bilateral, regional, subegional and multilateral levels. Multilateral trade cooperation,
economic cooperation with ASEAN and the Asia region, and cooperation litBE AN O s
dialogue partners and APTA have been highly successful; some exaangleescribed
below

Multi-lateral trade cooperation: Despile factthat Lao PDR has yet to become a member of
WTO (though it was expected in ti&xth Plar), negotiations forentry have so far been
successful, albeit gradual. 700 questions raised by the WTO have been answered, and
meetings with operational units for OWTO Ent
Field trips were conducted to China and Vietnam to prefoar®/TO entrance. Preparations

for WTO entrance have alsot@nced capagitin many sectorsfor example jmprovements

in laws and regulations Law on Value Added Tax, Law on Enterprise, Law on Intellectual
Property, Law on Standards, Law on Forestry, Decree on Implementation of Tax Law, Law
on Livestock and Veterinary, Law on Plant Protection, Law on Investment Promotion,
National Policy on FoodSafety, Decree on Procedures of Import Approval, Law on
Fisheries, Provision on Fisheries, Presidential Provision on Collection of Fees and Service
Fees, and Decree éinodSafety.

Economic cooperation with ASEAN and the region: Lao PDR has signed tl&@AA&nd an
agreement with ACIA is under process, both beinggoreditions for joining AFTA. They
will soon berequiral to be ratified by the National Assembimn agreement has been made
with the ASEAN Service Trade Agreement undlee ASEAN Agreement orServices for
seven categories of services, and the eighth is being negotiated.

Cooperation on the scope of ASEAN and its dialogue partners: For furthering free trade,
ASEAN-China negotiation was recently completatd came into forceon Jaruary 1, 2010
(between ASEAN+6 and China). An Agreement of Economic Cooperation between ASEAN
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and Japan was made earlier, and its implementation myBecember 1, 2008, wherein
predefined imporexport proforma are being used. In 2009, an agreement establishing free
trade between ASEAN, Australia and New Zeal ¢
ASEAN and I ndiad agreement was signed, an ag
the Republic of Korea was made, and a feasibility study was carried the estaishment

of a free trade area between ASEAN+3 (EAFTA) and ASEAN+6 (CEPEA). These
agreements should form the basis for furthering economic cooperation with ASEAN, and

Asia in general.

Implementation of Asi@acific Trade Agreement (APTA): Lao PDR is a membf APTA

and has continuously participated, performed and taken part in negotiations on trade
agreements, tax reduction plans, trade and service facilitation, and so on, in tRadsa
region.

Bilateral trade cooperation: This has expanded, paldrly with countries nearbyfor
exampleLao-Vietnam trade relations, LaBGhina trade relations, and Lddailand trade
relations. As of now, Lao PDR has signed bilateral agreements relating to trade and economy
with 18 countriesjncluding Bulgaria, Thdand, Myanmar, North Korea, China, Vietham,
Cambodia, Malaysia, India, Russia, Belarus, Argentina, USA, Turkey and Kuwait.

In short, efforts to negotiate with other countries for finding support for Lao PDR to join the
WTO, and also expand opennesshia economy, have made significant progress. In the last
five years, cooperation within ASEAN has been fairly successful. Economic cooperation with
ASEAN has been successfully achieved, as suggéstéiie abovementioned negotiations

and agreements. In atidn, Lao PDR has jointly signed an agreement on ASEXdpublic

of Korea economic cooperation and signed seven agreements related to ASEAN and
ASEAN-China Economic Cooperation. These agreements are to gradually enhance
cooperation between the ASEAN ansl itegotiation partner countries, to achieve the goal of
establishing ASEAN Economic Association, and thus have collective markets in the future.
For implementing APTA, Lao PDR hdke account list ofeduced import tariff on 1,803
items (within the scopef &PTA), and due to these, other countries have shown their support
to expand free trade within the framework of APTA.

Opening for international trade: Trade cooperationdeenenhanced, creating new markets

and enhancing market access in different regions. Export and import volumes and values
thereof, havalsoincreased and the spectrum widened during 20K reaching 83%, up

from 65% in 2005. However, the trade proportion (export plus import as a ratio of GDP) in
Lao PDR is still low compared to other ASEAN members, except Myanmar (see Table 7).

35



Table 7: Inter -Country Comparison on Opened Trale or Integration 20062010

Countries Opened Trade Rate (Export plus import as a ratio of G
Lao PDR 83.2
Vietham 159.1
Cambodia 105.6
Thailand 151.1
Philippines 85.1
Hong Kong 406.5
Malaysia 205.9
Singapore 443.2
Myanmar 52.8

SourceDepartment of Statistics, Ministry of Planning and Investment and WTO

Export markets and structure: In 2010, the total value of exportU8&x.,789 million and
import wasUSD1,670 million. Of which exporting minerals covered 58% and exporting
energy covered 16% of total expdrhport for public projects was cover 40% of total import.

In 2008, Lao PDR had traded with more than 90 countries. The (import plus export) volume
wasUSD 2,495 million, or equivalent to 47.28% of the GDP. Lao PDR exported products to
over48 countries within the region and outside, totalling§D1,091.91million, or equivalent

to 20.69% of the GDP. The main export markets were, Thailand accounting.60e&9f

the total exports (or equivalent tdSD650.78 million), Vietham 13.37%, Australia 6.19%,
and China 1.85% (for details, see Table 8 below).
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Table 8: Export Market Structure with Main Trade Partners, 2008

No. Countries Value Percentage
(Million USD) (%)
1 Thailand 650.78 59.60
2 Vietnam 145.99 13.37
3 Australia 67.59 6.19
4 China 20.20 1.85
5 Switzerland 10.05 0.92
6 Poland 9.61 0.88
7 Republic of Korea 9.50 0.87
8 United States of America 4.04 0.37
9 Germany 5.13 0.47
10 Netherland 4.37 0.40
11 Others 164.66 15.08
Total 1,091.91 100.00

Source: Calculation of Department of Statistics based on data from Tax Department, Ministry of Finance and
Bank of Lao PDR

In summary, the structure tfe export market in the ladive years includinghe Asia market
accounted for 67.54%, EU accounted for 20.40%, Oceania (Australia) 10%, and South
America 2.02%.0f this, ASEAN (10 countriespccounted for53.55%, and ASEAN+ 3
63.03%. Inthe Asia market, 10ASEAN countries shared 79.29% of Asia market.tiizfse
Thailand accounted for36.09%, Vietnam 11.37%, Malaysia 5.97% compared with
ASEAN+3, China held 6.03%, Japan 1.07%, and South Korea 9.93%e BU market,
Englandaccounted fob.34%, France 2.3%nd Germany 3.34%Regardinghe structure of
theimport market during the lasive yeass, 96%was from Asia2.3%from EU, and the rest

from North America (Canada and America) and Oceania (New Zealand and Australia). For
the Asia market, Lao PDR importedom 10 ASEAN countries 81.34%0f this, Thailand

had highest proportiowith 67.26% followed by Vietham 12.25%, China 8.3%, Japan 2.6%,
South Korea 1.88% and Malaysia 0.6%. the EU market, Germangccounted fod.04%,
France 0.7%, anthe resither ountries.
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3.1.5 Infrastructure

During the implementation of the Sixth Fiveear Plan (200&010), construction of
infrastructure was briskAverage annual growth was 11.26%, contributing to 4.8% of the
GDP, through direct and indirect effects, trade and others investmBrssport of
passengear and goods transport fidncreased, (agricultural) wood productidras also
increased national seauty and stabilityhas beerdemonstrated and seamlegsarround
transportation ensure@he bnd and air transportation network within the region is working
better.

Mekong River bank erosion projects have been completed, such as the one in Tonpeung
district, the one Hatsayfong district, aal$oin other areas. Water supply projects have been
completed inthe Dongmakhai area. Currently, there are a number ejadng projects on
smaltscale urban development, Phase 1. Water supply and health servicessprojie
northern and central parts of Laos, as well as water supply improvement projects in Kaoliew
and Chinaimo area have beastigated Construction of Nam Mung 3 hydroelectric project

(of 40 MW) was completed in 2005; and Nam likand 2hydroelectic projecs werealso
completed. Moreover, there are several Projects that are expected to be cbm@éEl
including Nam Ngum 2, Sekamarn 3, Nam Ngum 5, and Tad Salan. In 2012, several more
projects will be completé such as the expansion of ThadmBoon and Nam Song Dam.
Electricity transmission line projects in the north, cerg@lth region transmission linesd
medium electricity transmission lines to seven districts in Oudomxay Province were fully
complete,as well as thato Nalae District Furthermoreseveralirrigation projects were
completed, such as the project in Nam Tin, Xayaboury Province, and DongPhoSi, Vientiane
Capital. In addition, irrigation improvement projectstioseareashit by natural disasters

have beelnitiated, in adlition to improving aseverabbsolete irrigation systems.

National investment in tourism facilities, especially those related to accommodation (hotels
and guesthouses) has increased, and during- 2008, the investment (only FDI) in tourism
was valued aUSD 166 million (approximatelyUSD 33 million was invested in construction

for accommodation (hotels and restaurgnt#) addition, investment in various tourism
facilitating sectors, particularly telecommunication and transportation infrastructure, have
been made, valued BISD 34.45 million in 2008 and)SD 83.77 million in 2009 which was
doubledthatof 2008.

The gove nment 6s i nvestment in touri s prodnaad mai n|
roads, water transport and air transporroducinga number of new and higiechnology

vehicles into the transportation system, increasing flights, and expanding busssandce

similar services. Investment in these sectors during-2006 has had a total value of 2,060

billion Kip, which is an increase of 7.3% comedito 20022005.0f this, 272 billion Kip

came from domestic fundinglZ % increase), and 1,788 billion Kiprdm international

funding (20%increasé.

Luangnamtha Airport has been renovated and improved. R3 Road has been constructed and
this is the roadink to other countries in that region. Additionally, Road No 12 has been
constructed. Ladhai Friendship Bdge 2 (connecting Savannakhet to Moukdahan in
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Thailand) and other roads have also been officially opened. Futherinfrastructure at
tourist sites has been improved, such as at Konglor Cave and Tad Kuang Xi Waterfall. Work
on facilities such as publiilets, lookout sites, parking lots, asd onhas been initiatedt

many other sites. Electricity and water supply has also been improved.

The basic infrastructure development has created opportuiitietnic people to be able to
increasinglyaccess production, education, health care services, and marketsidustry

and commerce sector, investment (private and public), construction of basic infrastructures
and rural electricity have been developed. The increasedber of (both domestic and
foreign) touristshasled toimprovedrepais, transportation, warehousdelecommunication,

hotek andestaurarg; and other services have expanded.

3.2. Regional development

For assessing regional development, changes in the structiresttofee main sectors have
beenobservedagriculture, industry and services, in addition to poverty. At the outseist

be statedhat monitoring and evaluation mechanisms of programmes and projects are not yet
systematic. There is alsa lack of accuratestatistics,therefore, there are difficulties in
evaluating, particularly with regards to each tarfmtexample the budget, investment, and
outcomes as well as effect of investmenpriority projects under the 11 programmes and
111 projects in eactegion. However, thre were somassessments carried out the activities
andprojects implemented during 20@610.

[1]. Proportion of the national economyin the north, central and the south

In each region, the economy has groatrdifferent ratesThe level of development in the

central region is higher than thatthe north and south, owing to enabling factors like better
availability of natural and human resources, and superior infrastructure. The GDP of the
centralregionconstituted 70.7% ofth count r y6s GD-R010, whiletthateof y e a r
the north constituted 15.3% and the south, only 14.1%. The north has a difficult geography: it
has many hills and submountain terrain. It additionally lacks basic infrastructure. Here,
agricultural prodction relies upon rainwater. However, the north also possesses some
positive features: water resources to produce hydropower, mining and tourism paigntial

well asthe border development.

[2]. The economic structuralchanges ineachregion

The economic structural change in the north: Agriculture and forestry sector constitute a high
proportion of the economy bwihow a decliningrends. The proportion of industry and
services sector ha increased acompared to 2005. Destiiis the northerrregion has the
potential for economic development; industries there have not been developed. Presently
there arssomedams, some smadicale mining, handicrafand familyfood processing.

The economic structural change in the ceniglon In this regon, the economic structural
changearein the same directioasthe northern region. The share of the agricultural sector in
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the GDP has decreased, whereas thtteihdustry and services sectorshigsen. The service
sector has highest share in the GDP. However, the production in this part is still concentrated
in the lowlands (alonghe Mekong River), and the services sector is mainly trade, transport
and tourism (including border trade).

The ecoomic structural change in the south: The southern part of Laos is located at an
international economic triangle, and has high development potential. The agricultural sector
has the highest share in GDP (>50%), though it appears to be on the decrease.

In conclusion, the economic structures in the three parts match with the overall development
trend towardsindustrialization. It is also seen that srrsthle/family productiorfor self
consumptionis much higher than larggcale production. However, theattges indicated that
there are local potentials. In terms of regional variation, GDP per capita in the cegital
for fiscal year 20092010 was approximately USD 1,142, in the north
approximatelyySD771, and in the soutlpproximatelyUSD 718. In 20092010, the average
GDP per capités expected to increase compared to 20089, GDPper capita in the central
regionwill be approximatelyUSD 1,400; in the north will bapproximatelyUSD500; and in
the southUSD 783. The GDP per capitadiffers between provinces, especialily those
provincesthat havea high poverty ratio, limid land for produdion and small enterprises.
Industry and services productitand tofocusonly onthe largercities.

Table 9: Estimation of Economic Structure and GDP per Capita in EachRegionfrom 2006-2010

GDP Economic Structure GDP per
Growth (%) | Agri. (%) | Industry (%)| Services (%), Capita (USD)
North: 8.45 55.63 21.20 23.07 771
Phongsay 6.72 53.44 25.77 20.78 720
Luangnamtha 7.81 69.74 14.52 15.73 668
Borkeo 7.65 49.04 19.07 31.92 1,004
Oudomxay 10.86 58.34 20.54 21.10 651
Luangpabang 9.36 47.00 18.00 35.00 821
Xayabouly 8.41 48.83 25.1 25.36 1,057
Houaphanh 8.97 65.6 14.14 20.24 397
Xiengkouang 7.78 53.08 32.46 14.43 852
Central: 9.94 40.67 34.03 22.81 1,142
Vientiane P. 8.69 48.55 39.54 11.91 751
Vientiane C. 11.85 19.64 44.67 35.55 2148
Borikhamxay 7.8 38.03 27.27 34.19 1,029
Khammouane 10.84 44.81 36.28 17.14 887
Savannakhet 10.5 52.33 22.4 25.27 897
South: 10.65 46.87 24.04 29.09 718
Champasack 9.76 45 26.3 28.7 1,097
Salavanh 10.14 56.86 18.41 24.73 710
Attapeu 12.28 36.01 36.36 27.6 654
Xekong 10.43 49.6 15.08 35.31 412
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[3]. The successful implementation of projects and activities
a.The north:

An this region, the development has focusedagriculture and rural development, urban
developmentincluding building industrial and services bases, and social development, all
aimedat reducing poverty and economic differences between provinces andgeliore
specifically, the focus has been on building infrastructure, as stated. below

ABuild and maintain irrigation systems, roads, schools, hospitalsso on, for examplie
irrigation system on Nam Seng, Nam Mdam Naen.

ACompleted construction of Roablo. R3 (BoterHuayxay); completed building and
upgradingof Nam ThaNa Lae highway; currently constructing RoaNo. 2W (Ngeun
District-Pakbang District), RoatNo. 2E (Khwa DistrictTaichang District), RoadNo. 1D
(strategicroad for national defence and security between XiangkhBatfighamxay); and
completed Mekong River bank erosion protection in Thonpeung District.

ACompleted installing the electricity transmission line connecting Ngoi distigrtg Kham
district in Luarg Prabang Provincecompleted installing medium pressure transmission line
for 7 districts ( Xay-NgaBangHun-Pakbeng, Namorand La districts) in Oudomxay
Province; and NamthadistrictNalea district in Luangnamtha Provincecompleted
construction of poer stations in Xay District and Namor District; completed connecting the
electricity high pressure transmission line of 115 KV from China to Namor District,
Oudomxay Provingecompleted restoration and maintenance of the infrastructure destroyed
from flooding in 2008.

AConstructed and repaired irrigation syssesuch as the irrigation system on Nam Seng,
Nam MaeNam Naen, and others.

APromoted dry season crops for commercial purposes, especially production of maize in
Xayabourywhich increased from 9,50tns in 2005 to 328,196 tons in 20Maize is also
grown in Oudomxay, Bokeo, Huaphanh and Xiengkhuang provinces, for export to Thailand,
China and Vietnam. Moreover, private and foreign invesiaxepromotedthe plantation of
industrial cropsandtreesespecially rubber trees.

Aromoted and develeg natural, cultural tourism sites, for exampiee initiation of
community tourism projects, arte organistion offestivals and events to attract tourisis
well known placessuch asLuang Prabang, Van¥ieng, Sing district and Xiengkhuang.
Moreover, tourism infrastructuteas been improve@ndtourism, services, and border trade
upgraded

Amproved education, and provifleeducational and other materials and equipment to
Kumbans. Promoted higher educationfully completel the establisment of the
Soupanouvong University at Luang Prabang.

A stablished a community health security fund for enabling people to access to health
services.
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An addition to the development of infrastructared urban development, the government has
achieved some outstanding production in the north such as rice and vegetable commercial
production, especially in Sayabury and Bokeo. Cattle feeding reached an outsteweliimy
Sayabury whilepig raising haseensuccestil in HuaphanhMoreover there are also some
industrial tree plantatianinclude rubber, teaand sugarcane, especially in Phonsaly,
Luangnamtha and Oudomxay. Some botdate areas have been developed such as Lao
China border trade area in amgnamthathe Lao-Thai border trade area in Bokeo and
Sayabury, anthe Lao-Vietham border trade area in Huaphanh. The development in the north
has beenimproved through various sectors such as handigafiabrics, silk and wood
weavings. There is also gold mining in Long District, Luangnamtha Proviaserty has

been reduced in the north according to Section 3.3.1 and Appendix 2. Sayabury Province has
the lowest poverty rate compared to the poverty rate in HudpPRrovince which remains

high.

2. The centraftegion

AThe central regionis an advantagé location for production and has a favourable
infrastructure to connect with neighbors at both local and international levels. A large number
of flat areas in theegion provide enabling conditisifor rice production fosaleand export,
especially in Savannakhet. Cement manufacturing has widely expanded in Vientiane
Province and Savannakhet Provinaed two industrial parks have been established in
Vientiane Cagpal including Industry and Commerce Park (at KM21) vatharea of 110 ha

and Vientiane Industrial Park (VIP). Infrastructure has improved in Khanthabury District
(Savannakhet), Vientiane Capital and Pakse District;aanddustrial development zone has
been established in Savannakhet.

The Government focused on buihd) in Vientiane Capital which includedeveralmain
construction activities as follows:

An preparation for the celebration of the 450 years of Vientiane Capital, the government
repaired roads, Thatluang Park, and Saysetha Park in the capital

ABuilt the DongdokDongposy Road (450 Years of Vientiane Capital); repaired Rumé
(Savannakhefenq, Road No.12 (Thakekyommalath); constructedhe road connecting
Kasi DistrictNan District; operatethe VientianeNongkai Railway; completed construction
of the Mekong Riverbridge connecting Savannakidbukdahan; organised the opening
ceremony for theMekong bridge constructed from Khammuane to Nakonphanom (in
Thailand); completed construction BbadNo. 1in Vientiane Capitalopened an airport in
Savannakhet Province; and carriedt construction of river bank erosion protection in
Vientiane Capitaand Anouvongegion

ACompleted construction of Nam Lik ¥ dand Namtheun 2 dgniNamtheun 2 is currently
under testing phasearried out a construction of Theun Hinboun dam in an extension phase,
opened a cement factory in Vangvieng and another fagctokihammoune; opened sugar
factory, constructed copper processing factorgnd atin processing factory in Savannakhet;
installed electricity transmission lines in eight villages in Vientiane Capital (Ban
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Maknowdong, Dong Bong, Phathana, Phosay, TaadeJudson, HoisaKang and
Dongmakmo) and 12 focus areas in Phintadhai district.

ACompleted SEA @messtadia and successfully hostbe 25th SEA Gimes

Andditionally, completd a construction project in the memory of (former) President
Soupanouvong (2March Public Park) in Khammuane province; increaaadimprovel

animal husbandry: cows, buffalos, pigs (in farms), chisk@n farms), goats, and fish
(culture in nets and pondshmproved services, tourism, education, public health, skill
developmentand international cooperation (which has already been improved by the
provincial authorities). The province that has lowest poverty rate is Vientiane Capital while
the highest is Savannakhet and Bolikhamxay. However, on average the poverty rate in the
cental region stays below the national poverty line (see Appendix 2).

3.The southern part:

Besides thebasic infrastructure development mentioned in point 3.1.5 above,diremso
some specific projects that focused thve development of the southeregion which are
follows:

Muilt and maintain irrigation systems, and prondotigated rice, and crops such as
cabbages and cardamom;

Axpanadanimal husbandrysuch asows, buffalos, pigs, chickens, goats, and-@ishure.
Continual to develop accaling to the Master Plan on integration of the economic triangle:
road projects from ThaTeag distriBanBeng (fund from development projects fahe
economic triangle), 15A Road Project, and Nam Se Don Bridge. Completed construction of
Road no.14A (Paks€ambodia border); completed construction of a road connecting
SekongVietnam border; upgraded and renovated Pakse Airport; constructed and repaired
irrigation systems encouragegeople to grow rice and other vegetatdesh ascabbages,

bok choy, cardamopand promoted animal husbandoy cattle, buffalos, pigs, chickens and
others.

AContinue installing electricity transmission lines to connect six-Tla@ border villages,
Sukhumma district, and start connecting with po(f@ur villagescompletedl, 26 villages on

the LaeCambodia border (Mounlapamok district, Champassack Province).

KCooperate with different sectors to improve services and trade at border checkpoints,
develop tourist attractions, continue focusing on educational development, and provide
materials and equipments.

AVonitor and control outbreak of Avian Influenza

AComplete national sport events in Champassack Province; aim to improve skills
development and other tasks

M\s a result, the southern provinces has been developediaus sectors such as agriculture
and industry as well as servcgvhich hasresuled in a decline of the poverty rate in
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Champasack, which has the lowest poverty rate in the southern region and nation wide,
followed by the poverty rate in Attapeu Prosgnwhich is below the National Poverty Level
(see Appendix 2). The outstanding products are mostly agriguibhotuding coffee, beans,
potatoes, tobacco and vegetables. Champasacknked as the top producer of these
commodities. Rubber tree plantatioare alsspread over the southern region. Apart from
this, there are some important urban developments in Pakse, Saysetha, Lanam and Saravan
Districts, especially the development of trade and transport infrastructures. Some important
districts for commuraation between the central region, the produaedthe markets include
Samakkeexay and Thathome in Attapeu; Kongsedon in Saravan; Thatheng in Sekbng;
Paksong and Pathoumphone in ChampasHg&. government has paid attention to develop
these districtén terms of construction and renovation of the infrastructure. Additionally, food
processing showestrongpotential in this regiorior example processing of coffee, tea and
wood Additionally, thdorder trade market has been clearly developed alongbkele
development and promotion of the tourism sector (see details in Section 3.1.3)

3.3. Social development

In parallelwith economic developmerihe Rarty andthe government also focuses sacio
cultural development in order to improtee living standad of Lao people; Moreover, the
government has malstrongefforts to increase theocial index to benore in line with that
of neighboring countries and reg®nEach year, the proportion of public investmenthe
social sector has been increasasidéailedbelow:

3.3.1.Rural development- poverty eradication and development
[1]. Rural development and poverty eradication

Lao PDR has a larger proportion of poor peopléehigherpoverty rate) compared to most
other countries in East Asia atite Pacific. According tahe poverty estimate in 2008 based

on the LECS4 Survey 2002008, the poverty rate was 27.6%his rate is quite high when
compared with the rates in neighbouring countries like Vietham, Cambodia and Thailand.
Poverty iscritical in rural and remotareas, particularlin the priority areas in the north and
south.At the same time, inequalityetween the rich and the pasran obstacléor poverty
reduction.

According to the principles and goalsthe Party and the governmaeori the achievement of

the targets opovertyreductionby 201Q the achievement of thillennium Development
Goals (MDGs) by 2015 andraduationfrom LeastDevelopedCountry status by 2020,
poverty reduction has become themary objectiveand a priorityof the governmentThe
governmentasprepared a number of measures, programmes, funds and human reources
achievepoverty reductionthroughthe promotion ofural developmenfpr examplethrough
further developing villageand Kumbag acrossthe country.The government has identified
priority areas and speciglolicies have been putin placefor remote areas anithe former
revolutiorary basereas.

Theactivitiesimplementechavemade googrogress and achieved satisfactagults, with a
particular focus placedon building capacity of 2,760 local officials for Kumban
development, and completing Kumban development plans in 133 Kumbans in 69 poor
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districtswith a total of1,620 projects; of these 491 projects have been approved and funded
by 124 billion kip from the government. Additionally, village development farithvebeen
established in 528 villages 54 districtswith fund membergonsistingof a total 0f34,856
families. The funds covet6 poorest districts and 4 poor distriated laveamounted t@2.53

billion Kip to date, of which6.78billion Kip has been saved lifie peoplewith a total of

1,664 projectsAdditionally, the Agriculture Promotion Bank provided loans worth 1,248
billion Kip to farmers to invest in agriculture, aramhusbandry and small businesso
130,000 families located in 4,152 villages in 140 districtse Nayobai Bank released total
loans worth805.55bhillion Kip to 65,431 households located in 1,171 village46 districts.

The Nayobai Bank has expandésiservice units to 33 units across the courithe Poverty
Reduction Fund (PRF) of 203 billiokip has been distributed between 2006 and 2010 to
implement 1,673 projects in five target provinces, which covered 21 poor districts, 161
Kumbansand 1,900 viages. Furthermore, there alsosources fronvillage development
fundsand savinggropo f t he Womends Uni on, Lao Youth
for National Construction, Spring Water Fund, Rice BdmkestockBank, CreditUnion and

other sources of fursd which weresupported and directed likie Lao Front for National
Construction, massrganizationsinternational organizatiaand other financial institutions.

The progress made in poverty eradication has so far been satisfa&tamplesinclude
poverty in terms of consumption has decreased; food consumption has impaowked;
property ownership rights have riseAccording to theLECS surveys conductedbetween
19921993 and 2002008, poverty trends have shown a declinellatesels: provincial,
regional anchational. Betweerdl992and1993, the poverty rate was 46%, which declined to
39.1% in 19971998, 33.5% in 2002003, 27.6% in 2002008 and 26% in 20092010.
From these figurest can beobserved that from FY 199P993to FY 19971998 the poverty
rate declind significantly during thisgenyear period. The poverty rate in the priority areas
(the poorest districts) has decreased more ithather areas. Furthermore, roads, electricity,
water supply, schools and hospitals/illages and Kumbans in the 47 priority (poor) districts
have been developed amaproved.

Poverty has been reduced across the country. The details are as follows:

Northernregion: In urban areas, the poverty rate decreased from 30.6% in2ZWR to
14.6% in 20072008, while in rural areast decreasedrom 39.1% to 36.5% in the same
period. Theprovince with thelowest poverty rate irthis region isXayabourywhere it
decreasedrbm 25% in 2002003 to 15.7% in 2062008.Poverty rates inuang Prabang
alsodecreased from 39.5% in 20@P03 to 27.2% in 2002008.The highespoverty rate is
in Huaphanh Provincat 50.5 %n 2007%08.

Centralregion:In urban areas, the povertyeatecreased from 20.1% in 20RPQ03 to 22.2%
in 20072008, while in rural areag,decreasedrom 39.0% to 33.5% in the same peridtie
province with thdowest poverty ratén this region is Borikhamxay mere it decreased from
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28.7% in 2002003 to 21.% in 2007#08. The highest poverty rate is in Xiengkhuang
Province at 42%n 2007-08.

Southernregion: In urban areas, the poverty rate decreased from 12.8% in2Z@R to
11.3% in 20072008, while in rural areast decreasedrom 35.5% to 25.5% in theame
period. The provincevith the lowest poverty raten this regionis ChampassacWwhere it
decreased from 18.4% in 2603 to 10% in 200-08. In contrastthe highespoverty rate is
in Sekong Province &t1.8% in 200708 (see details in Appendix 2).

Figure 7: Poverty ratio from 1992-1993 to 20072008
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However,the rate ofpovertyin Lao PDR is still high compared to other countries in the
region. Poverty is still a problem in the northeegion of the countryn contrast to the
central and southermegions. According to researchpoverty reduction depends upon
geography; for example, at the border areas shared with Vietnam the poverty rate is high at
54.5%, with Myanmar 28.2%, and with Cambodia 23.1%. At the same time, locations close
to the Mekong Rivefareas which ardertile andbetterconnected) have a lower poverty rate

at 16.1%. Although the poverty rate has decreased by 3.8% per year, the inequality
coefficient (Ginicoefficien) has increased from 32.6% to 35.4%, or risen by 1.7% per year
(see detailsn Appendix 2). Even though the inequality coefficient in Lao PDR is relatively
small compared to thaif other countries in the region, tieeis anabsolute need for better
income distribution and greater job creation in order to address povdtitionally,
seasonalunemployment andunderemployment in the agricultural sector contributes to
poverty and needs be addressed.

Table 10: Percentage ofpoverty indicators in Poorest ProvincegUnit: %)

2002/2003 2007/2008

Provinces (LECs II) (LECs IV)

Northern Provinces
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1 Huaphanh 51.5 50.5
2 Phongsaly 50.8 46.0
3 Xiengkhuang 41.6 42.0
4 Oudomxay 45.1 33.7
5 Borkeo 21.1 32.6
6 Luangnamtha 22.8 30.5
7 Luang Prabang 39.5 27.2
8 Xayabouly 25.0 15.7
I Central Provinces

1 Khammuane 33.7 31.4
2 Savannakhet 43.1 28.5
3 Vientiane Province 19.0 28.0
4 Borikhamxay 28.7 21.5
5 Vientiane Capital 16.7 15.2
1] Southern Provinces

1 Sekong 41.8 51.8
2 Saravane 54.3 36.3
3 Attapeu 44.0 24.6
4 Champasack 18.4 10.0

Positive and favourable factors in poverty reduction in the recent years:

Astrong and continuous economic growth: Witle shift from a centralised economy to a
market economy, GDP and GDP per capita have risen raasonablybrisk rate.This
economic gowth is evidentfrom theincrease inindustrial andagricultural products. The
number of smalbnd largesizedfactories and other establishments has increased in all non
farm sectors. Agricultural production has expanded, and crops in which there haa been
significant increase in production are maize, sugarcane, yellow beans, tea, pafitsiors
(industrialtree plantatioafor export) andivestock especiallylivestockfarming.

Aconsumption growth per capita: The consumption per captteedfao people has increased
steadily since 1992993. The growth rate in householdigh consumption levels above the
poverty line is higher compared to the growth rate in househaltlsconsumption levels

lower than the poverty line. Steady economic growth has thus ensured higher ificomes
people and has become an important factor in poverty reduction. The household consumption
per month increasedn average by4.8% per year. Consunig in urban aresincreased
approximatelyl2% and in rural arsal6.4%. Xayabouly Province has highest household
consumptionrate which increased 22.5% per year (or 2.8 times in 20008 compared to
20022003). It was higher than the average househaiduwmption othewhole country.

Aoverty reduction ahelocal level: The number of projects and also the budget related to
rural development and poverty reduction at the provincial level, particularly in priority areas,
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has grown significantly. Témical divisions and local authorities have approved funds for
rural development and poverty reduction thromjlages and Kumban development plans.
There is a separate budget earmarked for Kumban developmappmiximately300-350
billion Kip each yearin FY 20082009, this budget was 296 billion Kyphich covered440
projects, including 164 specific government projects costing 36 billion Kis. due to these
allocations and expenditures that the poverty rate has steadily declined.

ARural develpment: This is a very important activity and #ey priority for ensuringsocio
economic developmenThe government has supported srsathle industrigsjob creation,
improved communication and transportation netwodnd improvediving conditionsfor

rural peopleTo achievethis, the governmenhasmade effortgo promote markebriented
productionand create enabling environment for people who are unemployed and who lack of
opportunities to establish their own businesses through the provisiondiif ame market
accessin FY 20072008, 51% of the villages in the country Hadal markets. Land policies
have been implementedhich entitle longterm landuse rights for farmers, to enable them
to restoreforests anglant treesin FY 20072008, 95%of the rural or agricultureependent
households owned lan@hese policies havhelped reducehe poverty rate in rural areas
from 37.6% in FY 20003 to 31.7% FY 200D8. Access to basic infrastructure has also
gradually improved; for example, the numladrvillageswith primary schools increased by
79% betweerl99798 and 20003, and by 89% between 2602 and 200-08. For rural
villages these numbers were 80% and 91% respectiVely is reflected in the literacy rate,
which increased from 85% in FYQR03 to 87% in FY200-08. In addition to education,
access to public health has also increased, especially in remote areas. Data for-B8 2007
suggests that 66% of villages hameedical kits, compared to only 36% in FY 20a3.
Moreover, access to other infrastructure, particularly electricity, has increassslFY
200203 andhas exceeded the target &yproximately50%. With regard tosanitation, 78%

of all households now have access t&aaol water.

Due tothe implementation of plans tbalt slash and burn cultivation ared the same time
provide peoplewith alternative employmentherewereonly 76 thousand hectares of land
under rotateghifting cultivation and 3.8 thousand hectaresaurghifting cultivation inFY
20082009.In comparisorto the previoudive years, shifting cultivation has decreased by
approximately33%. Local governance reforms have also been implemertedapacity of
alarge number of civil servantsasbeenstrengthened, and they are playing important roles
in the Party and the governmentth regardto developmentThis achievementonforms
with the accurate and approprigigicy of the Party concerning rural development.

Ashifting from agricultural productiorto industrialisation: A change in the economic
structure in three sectorsgriculture, industry and servicesas resulted i change in the
proportionsof products producedlhe Report on Poverty Assessment in Lao PDR in 2006

stated that the annuatdustrial growth since 2000 was 12%t is evident that industrial
growthcanhelpincreasgp e opl eds i ncome and reduce povert.)

Aevelopments in education and public health for poverty reduction: Since 2001, education
and public health sectors have significantly improved. In 2005, investment in education
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amounted to 1,025.64 billion Kiphe impactof which canbe seen in the SixtRlan (2006

2010). The Statistical Report of 2088ggests that the numbef teachers and students in
public and private schools (kindergartens, primary schools, secondary schools and colleges)
hasincreased continuously since 1990, helping raise theraartlrate. The government has
also attachedh high priority to public health. In FY 2062005 the government approved
investments for 15 projects in public healéfmounting to 96 billion Kip. Twelve of these
related to development of public health andnly conditions. The other three related to
sustainable financiasystems,organisational improvement, and preparing regulations and
laws on public health.The Statistical Report of 2008 indicates that the number of hospitals,
primary health centres, nussend health workersasrisen in number each year, in turn
helping decrease general mortality rates, maternal mortality rates and infant mortality rates.
The standard of livingasimproved due to these factors.

Anfrastructure development for povertyeduction: The government has invested
developing essential infrastructure to provide serviceshtsein rural areas. Examples
includeroads, communication systems ahe provision ofelectricity. In 2008, there were
4,923 villageswhich hadroads acessible inboth seasonsAdditionally, in eachdistrict
approximately60% of villages had telephone connectiansl49% of the villages had access

to electricity. The energy and mining sectors have also directly (positively) impacted people
living in con@ssion areas or development projgites:they have beeprovided withjobs,
stable housing, and other income earning options. Economic infrastructucellamdl and
social activities havalsoexpanded in localesuch adNTPC 2, Num Ngurm 2, Lane Xang
Minerals Limited(Sepon)as well ather projects.

Mopulation growth and poverty: The size of the population and its growth are strongly
related to development. A majority of poor households are largehandite of economic
dependence in these hobekls is higherin comparisonto otherhousehold. Data from
population censuses and LEGErveys suggest that the number of large househblas
decreased gradually since 1985. In the 47 priority districts, between19932and 1997
1998, povertyincreased at the same rate as the increase otdag@ households. Between
19971998 and 2002003 the poverty rate reduced, together with a decrease insargd
households. This trendwas also seen in 2002008. Having smaller households (i.e. a
slower population growth) ishereforecritical to poverty reduction.

[2].Development of priority areas

The government has attemptéal improvep e op | e 6 s | s$ixvpedrity hreas tbs i n
central management including Phalavek District, Ao DistrictmOaistrict, Longchang
District, Sanluang Area and Nam Sian Area. The first four priority areas are in Vientiane
Province while theothersare in Xiangkhouang Province. Within these priority areas, the
government has constructed infrastructursupportpdlitics; national defence and security;

and promotion of commercial production. Furthermore, theas beeran improvement in

rural development infrastructure whiblasresulted inthe establishment of production graip

and saving grougin Champassack, Atpeu, Sekong, Huaphanh and VientiBnevincesAn

amount equivalent to 81 billion Kiphas been allocated for village and Kumban
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establishment, roads, agricultural infrastructure, education, public health acregion, all
measuresaaimedat improving e opl eds | i vi n @ haealsodeen imade $0. Ef f
increase production and improve the organisational structutbedbcal leve| thereby

ensuring better livelihoods for the people.

3.3.2.Education and human resource development

The educational network and formal education system has continuously expanded in remote
areas, especiallyn the poor districts. Teachers possessing low qualifications have received
training, particularly those who work in remote are®&dditionally, in order to produce more
teachers, pedagogy institutes have increasedumber. These institutesain teachers to

work particularlyin thoseareas where teachers are not available in sufficient numbers. The
ultimate purpose is to gradually enstire provisim of high quality education.

Kindergartens and nurseries have expandeuimberfrom 969 in 2005 to 1,284 in 2009, an
increaseof 315. Theenrolment rate of children ageed3years was 14.6%an averageannual
increase 0f3%, while the educatiortargetfor all (EFA) was 10.4% in 2002010) and
reached6.7%for childrenagedS years (the EFAvas 27.4% in 2002010). The number of
primary schools increased from 8,573 in 2005 to 8,968 in -2009, an increase 0895.
Additionally, the enrolment rate ahe& primary school level has increased from 84.2% in
2005 to 93% in 2002010 (the EFA was 88.8% in 20@®10). These data suggest that the
government is working hard to provide equal opportunities in education for Lao citizens, both
male and female, in uam and rural/remotareas. Particular efforts haweeenmade to
implementthe National Education Reform Strategy by increasiveyyearsof school from
5+3+3 to 5+4+3. Currently, there are 58,404 teachers in the coamtriycrease 084%
compared to theigure in 2005. Additionally, the number of vocational schools and
universitieshasalso increased in some aseauch as Souphanouvong University in Luang
Prabang, Savannakhet Universitthe University of Medical Science and Champasak
University. At present, there are 154 technical schools in the country that have earolled
total of 122,026 students. The government has increased investment in education; its
expenditure on this sectavsefrom 11.63% of the budget in 2005 to 13.21% in 20009.

3.3.3.Public health

The government has cont i n uieatcortdanceiwitbigehealthe p e o
prevention andreatmenipolicy. Public health netwodhavebeen expanded together wéh
increasechumber of medical stattachyearwho have worked hard to help people access

quality health care services. The life expectamcyao PDRis 64.7 years (female: 67.7,

male: 62.7).It is importantto makestrong effortsto help people access ality health

facilities in order to maintain theigood physical and mental health. Public health networks

have continued to improve and expand in rural areas and in the remote hinterland. Trainings
have beerprovided to medical staff at all levels; curtlgnthe number of medical staff is
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9,861 an increase 02,897. The number of primary health centresdlasincreased to 813.
Additionally, new infrastructure has beearonstructed, includingaboratories, hospitals, and

primary health care centres; et®have been made to build model health villages based on

the 8 contents of basic health in the frameyv
practitioners and nurses have been provided training in theorgiaea the opportunityo

practice,in orderto servethe public as well ago follow the code of conduct regarding
treatment; vaccinati@for mothers and children has reached 71% of thenpldtarget; and

issues ohealth education and nutritiom the context ofhe floodinghave been addressed.

Additionally, aclean water supplyeaches8% of the population; 52% of the population use
hygienic latrines; 48%f schools have latrinesn their campuses; 1.6 million impregnated
mosquito nets have been distributed to peopledivimmalariarisk areas; and community
health funds have been expand€&be issues oHIV/AIDS treatment and protection among
target group has been addressed, particularly to enae80% of sex workers have access
to health serviceand protection; wich has resultedh the rate of infectiomemainingbelow
1%. Additionally, approximately 92% of TBinfected people receivedreatment.
Furthermore with regard tothe health insurance community fund, in 934 villages in 20
districts of 9 provinces thererea19,211 families with 111,600 membe(the insured)
equivalentto 3.7% of the target population of three million . It is now possible to detect and
control outbreaks of Avian Influenzaznd H1IN1 The monitoring and warning systerfts
infectious diseasdsave significantly improved.

3.3.4.Science and Technology

The laws on intellectual property, standards of fuel registration, national standards on
construction materials and six standards of food and agriculture products have been adopted.
Plant expemens on agatwood havebeen successfulhe installation oE-governance has
been completedy 40% 11 Community Enformation Centres have been set up and a
standard Lao Font for IT systems has been develdpeenty intellectual property disputes
have keen resolved and fake products have been destrBgsearch conducteuh theuse of

used oil (agiil) in diesel engines has been successful. In addition, 16 Winmax poles have
beeninstalledin provincesandit is expected thahe installation of th&-governance project

will be complete andh useby June 2009. A National Science Park has lwesstructedn
Borikhamxay Provincédue tocooperation between the Lao and Italian governments).

3.3.5.Resources and Environment

Human resourceshave been strengthened in the field nedcro managemerdf national
resources andnvironment, irorder to ensure sustainable rapid economic developgoest
hand in hanavith utilizing and managing natural resowsedfectively and efficiently

The Integated Water Resource Management (IWRMiiative has beerarried outn those
countrieswhich aremembersf the 1995Mlekong River Commissioagreemenbn Mekong
River sustainable developmen€Certainstrategicprogrammef the Mekong international
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committee and upper Mekong region countrigere implementedn FY 20092010. The
programmes ainto use and develothe Mekong basin sustainably fdahe benefitof the
peopleof theMekong sukregion.

Through the implementation grogrammesn four member countries and cooperatioith
theMekong International Committeéhe following results have been achieved:

In the Basin Development Program (BDPgsearch wasompleted orthe basirareas othe
Mekong River in Lao PDR Projects relatingo waer source developmehive also been
completedand classified in 9 priority projects thte regional level and 40 priority projects in
Lao PDR which specificallgddress the Integrated Water Resources Management.

With regard tcenvironmentaprogrammesareport on water quality ithe Mekong basirhas
been completecanddataon soil surrounding théVlekongsubregion has been collected and
recordedMoreover,IWRM has been strengthened in four countries.

Studies onwater resource managemecentres, flooding recovery, and flood disaster
management have beerarried outin member countriesGeographicand hydrograph
informationas well ashydrograph experimeshavealsobeencarried out.

A surveyon water ways in risk areas from LuaRgabango Pakseand Houisay td_uang
Prabang has been completétbreover,the installation okigns along water waysas been
completedand a strategic management plan disheriesin the Mekong basin and other
basinshas been improvedh addition,fishing areas alsodve been surveyed.

Moreover, programmes are in place to stuldydroelectric power potential ithe Mekong
basin ando define thescope of evaluation on environmental impact and guidebnedam
constructionin the Mekong River. Agreemeritas been reaek on the location ofthe office
of theMekong international committeghich Lao PDR and Cambodia a@ jointly host

Besideghe cooperationutlinedabove further results achieved aasfollows:

Thedrafting and improvingf legal documents to mage environmeral and wateresources
by developingbasic infrastructure development madslich as NTPC 2 and Sepon Gold
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Mining has continued in order nsure both social and environmental aspgesadequately
addressed.

Lao PDR has patrticipataed the global fightagainst climate change lbgrmulating anational
strategy on climate change to defipaliciesand measure®n adaptation anchitigation of
climate change impacisn themain sectors othe nationaleconomyincluding agriculture,
forestry,water sources, and public health. Moreovtke, strategyncludeshalting slash and
burn cultivation, plantindgoress to cover 70% by 2020 and constructing warsisgstem
such asan earthquake warning station and atmosphere station to ensuigetp® sves
and properties are protected.

The improvement offorecast and hydrograpstation networks has continued in ordeo
predict weatherto contribute tosocib-economic developmertly acting asthe basisfor
formulatingwarningsystems.

In 2008, Lao PDRhosted aonferencen economic cooperation betwedekong sukregion
countrieswhich was attended by national leaddrise Vientiane operation plan was adopted.
Lao PDR ontinues to implement 9 sector cooperation programmes, and work on
transportation across country contrAttention is also paid toimplementing main
programmes on environmental protection.

Additionally, the governmentis responsible for coordinating thenplementabn of six
international protocols otihe environmenincluding theClimate Change Protoc¢l1995 the
Kyoto Protocol(2003), theStockholm Protocol2006 andthe MekongAgreement 1995.

3.3.6 Labour and Social welfare
[1]. Labour

The Labour Lawhasbeenamended and decree on minimum wages has been promulgated
I the minimum monthly wage has increased from 290,000K818&000Kip. Additionally a
decree on establishing labour recruitment agengasissued and th#ecree on import and
employment ofmigrant workersissued by the Minister of Labour and Social Welfags
been amended.

In parallelwith the development dégal documentghelabour sectohas also addressed the
issueof skills development and vocationeéntresin eachregion. At present, there are 153
skills development (training) and vocational centres which have trained 7%&@&rs
which exceeds the plamargetby 15.14% Furthermorejobs have been creatddr 556,661
people whichexceeds théargetby approximately2.23%. Ofthese skills development and
vocational centres} out of 153 are under the authority of the Ministry of Labour and Social
Welfare, 57 are undehe authority ofother government agencies, and 92 are private. The
government hapledgedto improve the quaht of these centres in each regitmprovements
have been madi the training curricula, reflected in the productionselventextbookson

the subjects oimechanics, computer engineering, electrical engineering, car mechanics,
electronic engineering, captry, garment making and cookingabour productivity has
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improved,as a consequence sKills imparted to both serskilled andfully-skilled workers.
Currently, the courses offered rangdengthfrom 2 weeks to 3 yearsThe training centres
also supply teachingand learning materials,internshipsand are aligned to the emerging
demand.

The government has implemented labour agreements relgpegrtls,working hours and a
social welfare systemwvhich has beerestablished in 1,606 work places comg 98,342

workers. It has also resolved 141 disputes between employers and veurtkef254 dispute

cases, bringing a benefit of 1,684 million Kip to the workers.

[2]. Social welfare

The government established Decree No. 70/PM, as an elaboratiocreeMdo. 178/PM on
Public Social Welfareand in the same context integrated decrees 71/PM, 194/PM and
145/PM into Decree 343/PMrurthermore it issuetemporary regulatiasion public social
welfare fund managemerdnd the implementation of tlmational pogranme against human
trafficking andchild sexual abuswas completed following approval loecreeNo.160/PM

The compensatiosystem for civil servants has been improved fifbre compensations in
decreeNo.178/PMto eight compensations in decrén.70/PM. The budgetontributionto
the public social welfare fundncreasedto 16.5% of which the contributiofrom civil
servants (employees) increased from 5% to 8% and the contribiution government
(employers)was 8.5% othetreasurysalary. Membersf the social welfaresystem now pay
first and are reimbursedater, which has improved the treatment systenma tamp sum
payment system. Some workers gm®tectedby a social welfare system which covers
approximatelyl1.7% ofthetotal populatiorof Lao PDR.

3.3.7 Information and culture
[1].Information and press:

The quality and quantity of informatienelatedactivitiesin Lao PDRhas improvel. This has
been achievedhrough scaling up the technical aspectsand techniques of personnel.
Information is now provided more efficiently to a much larger number of peopleboth at
home and abroad. The government has improved the roles and responsibilities of
departmets, organs, technical units, institutes, schools, prosial information and cultural
divisions,as well adistrict information and culture officesso that they arap-to-date with
changesin Party and governmentpolicy. This wasachieved throughthe establishment of
organisationgrom the central tothe local level. In 2008, there were2,990 officials in the
Information and Cultursector (of whict920 were female). These included 1,161 officatls
the central level (of whicht10 were female) and 1,829 officials at the local lewéMthich
510 were female)Officials have been trained to wpagle their theoretical knowledge and
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expertise, both in the country and abroadtotal of 105hold recognised qualifications,
ranging from diploma t&hD (of which 30 are female).

The press and newspapers have improved significantly in quédityarticular, skills
regarding thecollection andreleag of informationto newspapers in a timely manreave

been improvedFurthermore, newspaper and magazine circulation has expanded each year
since 2005, with newspapers and magazinesreasing to20 vdumes.The publication of
newspapers increased to 45,368,000 copies per day and compared to 2005 the number of
newspapeyincreased 40,246,000 copies. Newspapegsalscsent to other districts far from

the capitalwith the greatest circulatiolm Champasack, Savannakhet, Luang Prabang and
KhammuaneProvincesln addition, the Information Sector has carried out different activities

to provideincreased levelsnformation and news to society.-rtews services havalso
improved. As communication technologyhas advanced around the globe, the
telecommunication sector here hakso adapted some of the modern technolagyw
available; for example,the establishment ofvebsites andconnectionto the Internet to
provide news and information from and to differeattp of the country and world.

Radio broadcasting along establishedorm of communcationserving political purposes
since thel960s.The radio broadcasting technolobgs improved from theanalogue to the
digital system. There has beam increase inboth the number of radio channels and the
length of theirbroadcastsBoth FM1 and FM2 now broadcast for an additional two hours
daily, and the quality of the programmes has improved. The number of radio stations has
expanded from 14 to 43, including twaohdcasting systems (FM and AM radios).
Combined, their broadcasts aigle to reach 90% of the couniry4 langiages(Lao, Mong

Lao, French and Englistgnd the official website has improvéekhere is also online radio
broadcasting FM1 - which can be be heard worldwid&he country can receive FM radio
waves from other countries as well: China International, France Internationahuatrdlia
International. The government has alspproved establishing a Military Radio Station, and a
VientianeCapital Radio Statio

Currently there are37 television stations, an increasé 30 stations.There are 30 local
stations located iprovincial and districtarea. There are two national television channels
(including Channel 1 and Channel 3), one Vietnamese nehatwo Chinese channels
(CCTV4 and CCTV9), and two private channels (LaoStar and MV Lao). The coverage of
television service has expanded from 60% of the country to 70%. The new National Channel
3 completed enhancing its capacity to 20 KW, and becamatop®al during the 25th SEA
Games at the end of 2009. However, there is need to improve a number of communication
modesandprogramme content, as well asftwther upgrad the technology fronanalogue to

digital systems.

[2]. Culture:

There is need to protect the Lao national culture and discopragéces whichlthat harm
traditional cultureThis includes promoting art and literature at both professional and amateur
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levels and from theentralto the grassrootievel. In order to dahis, effors will be made to
organise traditional festivals and art and literatooenpetitionsat the national and local
levels. Different forms of art and culture, including those of ethnic gromitisbe part of the
agenda. Managingthe productionand distribution of songs, traditional cultures and dance
performances in the form of cassettes or @Dalsoimportant and is a taskhich hasbeen
carefully undertaken to ensure the quality of content amédpectculture and intellectual
property rghts. The government harade effortsto promote organisations, entities and
individuals who write, translate and publish theories, stories, laws and curricula. There are
writing competitions held regarding short stories, novels poekry in orderto provide
platforms for professional and amateur writers to exhibit their creativity and innovation.

Libraries, reading rooms in offices, villages and schools, and mobile libraries have been
improved and expanded significantly with a viewptovidingbetterservices. The number of
libraries has increasedin 2005 there were 110 libraries in the courdangd currentlythere

are 450 an increase 0840. Growth and diffusion of information and culture at the local
levels has transformed the cultural lives die trural people. Schemes promotitite
establishment of cultural families and cultural villages have expamatezhwide.

There are 279,590 cultural families whichexceeds thetarget of 253,590 families
Additionally thereare 1,266 cultural villages inhie country, whichexceedghe Sixth Plan
targetby 32% Finally, nightclubs, guesthouses, game rooms, karaoke and advertisements are
well controlled, especially in large urban areas.

The government has preserved and publicised the two national heatagsapproved as
UNESCO world heritages sites (Luang Prabang and Wat Phom Champassack).
Additionally, research has been conductedtmPlain of Jars in Xiengkhuang with a view to
propose it as the neX_INESCOworld heritage siteEfforts havealso been made to restore
temples, antigues and historical (cultural) sites; examplethe caves used during the
revolution in Viengsay district. Moreover, coordination between the centdl lacal
authorities has beemprovedto manage and protect newly discovered histosdals and
temples. Underground excavations haso been carried out textractantique items and
preserve them in museums.

Handicrafts represenimportant symbols of the nation and in recognition of thisthe
authoritieshave regularly organised handicraft and {fare exhibitions in the country and
overseas. The importance of producingnd preservingimportantnationaldocumentshas
been recognised. Additionallyfourteen films (including fulength features and
documentaries) were produced and disseminated thteleyhisionchannels in 2008.
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3.3.8 Justice

In 2009, the government approved the governdawedevelopment strategy 2048, light of
the resolution of thé&ighth Party CongressComments wergrovided onthe draft of new
laws and the 49 existing laws, 20 provisions, tlé8rees; additionally, improvements were
made t0189 other legal document Researching and compilirtge traditionsof 49 ethnic
groupshasbeen completedA total of 6,649 casebave been judged.7,072 documents have
been certified and laws have been disseminated in villages 6,730 times wothl of
1,130,821participants. There arg32,731 familiesand 2,472 vilageswhich arecasefree
7,895 village mediationunits have been improvedl, 450 lawyershave been trained to
bachelor degredevel and 337 lawyerdrained tointermediatelevel; and 2,687 persons
completeda threemonthslegaltraining course

Laws hae been disseminated to theass roat level with theaim of building strong districts,
village groups and villages in Luangpabang, Xayabouly, Phongsaly, Oudomxay, Houaphanh,
Borikhamxay, Savannaket, Saravanh, and Selnoginces.In some provinces, laws also
were disseminated in ethnic languages such as Mong and Karouder to increase
awareness of the law amoathnicgroups.

The government played an important role in resolving economic conflict through its decision
making andacilitating, with a total of 172 cases of economic conflict resolved.

3.3.9 Sports

Between2006and2010therewassignificant development and expansion of sports in terms

of human resources which resultecamincrease df a o P DRO s v intrndiandl i t y a-
level. As sport contributes to improveeéalthof the population, it is important to encourage
people who work for business units and national security and defence to play/Apovéd|

as providinghealthbenefits, sport can also improfréendship and cooperatioifforts have
beenmadeto integrate sport aa regular activity of every communitysporti including
traditional sports has been includeds an activityin school curriculaas well as being part

of national defence and publisecurity institutions. The Eighth National Games were
organised in Champassack Proviracel aLao Spors Day has also been announced. Sport
events are rotated in different locales and they are performed on important days designated
by the Party anthenation. Lao PDR had the honooir hostingthe 25th SEA Games in 2009

in Vientiane. It was an important event in the history of P&R during which Lao athletes

won 33 gold medals (despite tlzatarget obnly 25), 25 silver medals and 52 bronze medals:

in total, 110 medals. The participants, mass media and other countries complemented the
organisers for the preparation, the sports, the official opening and closing ceremonies and the
overallfacilitation of the Games.

In addition to this,Lao PDR participated in a number of international sporting events
including the Second Indoor Asian Games in Madhe,23rd SEA Games in Vietnanhe
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24th SEA Games in Thailanthe Indoor Games in Vietnam, the Para Games, and the Beijing
Olympic Games.

3.3.10Preventing and Negative Social Consequences

In order to achieve the goals of the Sixth F¥ear Plan, the Partythe governmentthe
national defencandpublic security forces, local authorities and mass organisations have all
made extremely strong efts to prevent and resolve negative social consequences.
Campaigns to persuade peofdeuniteand help each other to prevent problems in families,
society and the nation (particularggarding issues a&fecurity)have beerarried out.

Local authoritiesat all levels and mass organisations hawade efforts to organise
educational and campaigniegents and activities) orderto raise awareness government
pol i ci es abligationp. Swwipdctwitidsavehelped to ensure trewoperatiorof the
Lao peopleto achieve national harmongndresolve issues relating to socpabblems, such
as drug addiction inurban areasprostitution, burglaryand so onThe Government has
encouragedthe strengthening ofpublic administrationat district and vilage level,
concentrahg closelyonthe grassroots levet all sectorgo develop a new lifestyle.

Negative social consequences, particularly dabgsein urban areasprostitution andheft

are being addressed, and are graduadlgomingunder control. More specifically, effart
havebeen made to improve the quality of dragddiction treatment centreShereare also
clear strategic plansn place to prevent and protect against infectious diseases and
HIV/AIDS. A National HIV/AIDS Prevenbn and Control Office has been established.
Furthermore, effective controls have been set up to prevent transportation of drugs. New and
up-to-date equipmenhasbeen installed at several immigration points and customs offices
along the borders. Increasedoperation with neighbouring countries such as Vietnam,
China, Cambodia, Thailand and Myanmar has been sought tertthisSuccesstories and
lessons from domestic and international agen@specially strategipartners) regarding the
preventionand ontrol of negative social consequences, have been studiedtiategically

put into effect in the Lacontext.

Prevention and control of the negative social consequences has not been successful in all
areas: controlling income inequality (in society)dawlving family problemsretwo areas

which require increased effortsLack of initiative andcapacity are also challenges, for
exampleschools, officials and authoritied different levelsoften rely on others to deliver

rather thantaking theinitiative themselvesUnited fronts and mass organisations lack the
ability to train and persuade people, especially the yewuggneration. Campaigning and
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advertisements are still limited asdmetimesneffective in influencingpositive behaviour in
people. Uhdesirable occurrences in many organisations and agencies have thus not been
effectively resolved. Lack of coordinatiasocontributes to this problem.

3.4.Harmonisation between socio -economic development, national defence and public

security

To ensure that the society ati@ nationhave the necessary prerequisites for secioanomic
development, the public security sector continues to implement orders and instructions stated
in Political Bureau No. 09/CPC, directions of the Executive Comenittethe Party No.
14/SCOC and other decisions of the Central Committee (of the Eighth Party Congress)
which were carried outvith the aim of controlling crimeThose found guiltyof criminal
behaviour have beesentenced, thereby helpitgreduce crimeindimprovejustice.Efforts

have also beenmade to educate parents and youth not to commit criminal activities,
protect their property, antb encourage and engage masses at the grasdewatisto
participate in national defence, public security (armemaintaininghational independence),
sovereignty, territorial integrity, sustainability, social order and security. Additioreddbyits

have beenmade to buildthe capacityof people in rural areas reducepoverty and
collaborate with villages andumbans to ensure that developmedovetailswith political
mobilisation and public security. Furthermore, information on national defepcevisledto
students through basic military training in the curricula of public vocational schools, colleges
and wiversities.

4. Roles of public administration in market economy in accordance with socialism
directions

The government and related government agencies at all levels have adopted the Eighth
Resolution of the Party Congress aital policies to be a part of their own development
strategies.The government, ministries, ministeguivalents and local authorities have
continuedto improve theirorganisational structure and public administrationorder to
maintain macroeconomic stabyliand sustainability. They have also drawnlegislation,
governance rules, public organisational structures and working methioelg.include the
following:

4.1 Legislature

AThe Sixth National Assembly has improved the monitoring and evaluation sp$ttra
responsibility and performance of the government at the central and local levels including
through theamendment and formulation of legislation ahd consideation of majorissues

(47 laws wereapproved of which 15 are new laws in addition to tleevs promulgated in
2005).
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AAt present, there ara total of 83 laws and 176 decrees. TNational Assembly also
approved the Sixthrive-Year National Socieeconomic Development Plan and its annual
developmenplans;monitoredthe implementation of fiancial regulations, inspected service
sectors angbublic administration, conducted seamnual evaluatiasnof theperformance of
the prosecutor anthep e o p | e Gamdreviewadrand resolved issues and feedback from
the people.

AThe National Assemblynembers arrangeaiore regular meetingsith the people in their
electoral areas; disseminateinformation on public programmes to the community; and
introducedah ot | i ne f or ateachprieatidgsthefNationdl Assentbly.

4.2. Public administteon development

ACoordinationbetween ministries, sectors and local authoritias been improvethrough
conductingmeetings between government officials and provincial/district governors. Other
approachesfor developing public administration include: improvingechanisms for
organization and personnstgardingappropriate actual working methods; experinment

with merging economic planning and financial sectorsouer 40 districts; reshuffling
responsibities within the government according to ministries and agencies at the central
level so that they cammplement tasks ahe macro level in symmetry with grassroots and
micro levels;providing training on administration to all 140 districts; aptbposingthe
governmentevisestaff recruitment methods.

AThe government has approved the drafthefNational Governance Development Strategy
of Lao PDR 2020 and the Public Sector Development Strategy forZMIA. It has also
approved and promulgated a dee on communication. Meanwhile the preliminary draft of
the Government Human Resource Management Strategy for20A0 has been completed.

Aln at least eight ministriesthree universities andhe organisations under the Prime
Mi ni st er 6 s darishtiorale structiureh and operational efficiency hdneen
improved. The government has also introduced centralisation in the financial system
customs, tax and treasury to strengthen their contribution to the national budget.
Furthermore,four new disricts have been carved out to serve developnpemposes.
Additionally, a singlewindow service has been established se@eraklistricts.

Arhe human resource management within the government has gradually improved. The
decree on government positionsdathedecreeon t he government s staf
areas have been approved. Additionally, a personnel organizational structure for training
centres has been established, and training has been carried out in all districts.

4.3. Developmeiston law and justice

ANumeroudaws and legislationsave beempproved and promulgatechich will result ina
more efficient and effective public administration and social manageriéi. will help to
address issues related to justice and social problems anéiacs e peopl eds sol i d
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AThe justice and legal system has been improved, espeialigrms of organisational

structure and personnel throutiiee st abl i shment of regional cou
which integrated i st r i ct courts and prosecutoro6s of fi
implemented activities to raise legal awareness, ancettéaw officialsin orderto obtaina

two-year diploma. Irthe case othe latter, the trainees were those who had cdexblepper

secondary school ar@dmefrom the poorer districts.

A4,775 cases or equivalent to 84.54% of all cases were monitored and resolved, to ensure
security and peace and encourage people to
government @o monitored and inspected interrogational and investigational agencies.
Approximately13,898 casegequivalent to 80.07% of the toyalere resolved at the public
prosecution courts in the provinces and Vientiane CapRatthermore, 3,420 cases,
(equivdent to 79.81% of the totplvere resolvedn the appellate courtddditionally, 133
caseqequivalents to 82.09% of the total) were resolwvetthe highlevel military prosecution

courts. Finally, 3,451 cases were resolviedthe supreme public proseaui courts
(equivalento 85.25% ofthetotal).

Avoreover,monitoring and inspection of processes in both courts and judgment enforcement
levelshas been carried oumplementation of the law in jails, detention centias] young
offenders' institutiondias been inspected, and improvements propd@ettiveen2006 and
2010, research wanducted and legislatiadfraftedregarding regulationfor organisations

and performance othepeopl eds @ rearls kevelu Regulasons and technical
instructions regarding criminal and civil law were aégs@mined.

Aln addition, services and assistance were provided to pdoplexamplethe government
assigned lawyers arjddicial personnel taeconciledisputesand cases. Theravere 11,448

criminal and civil cases (of these 2,332 cases have been resolved, 8,641 cases are under
process and 475 casa® pending)Legal assistance includes consultation, assigning lawyers

to protect poor pagneept), coriscting langdssesination at thé llage
level, andproviding telephoneonsultatios.

5. Private sector development

The government hasnade effortsto ensurethe business and political environmeist
conducive for promoting the domestic ptieaector and attracting investment from overseas.
This has beencarried outthrough improvements in regulations, laws and enterprise
establishment processes. Business enterprises are partially administered by the government,
but the enterprises are fubgl-managed in terms of finance, planning and marketing. This is

to reduce excessive government intervention in the market.

Moreover, develoment of the private sectoleads togoods and service markets, labour
market, financial (capital) market, land rkat, technological marketll developng together.

In particular, thefinancial market and stock market have been developed rapidly and
commercial banks have been opened competitively. Advance clearing Syatam
modernisation of the banking system hawe®rb rapid; i.e. funds transfers and electronic
clearing services. Furthermorthe land market has been expanded rapidly especially in
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urban areas that have wallevelopedinfrastructure includingprivate rentedland, public
rentedor concession land, langsedfor loan guaranteegnd land and propertyarkets.

a). Policies, regulations and implementation

Anuthorities have improved the functioning of public entities in economic affairs through
effective reorganisation. Statevned enterprises are nofully autonomous in terms of
raising and using finance, thus reducing government intervention and yet addressing the
problems of bankruptcy and debts in these enterprises.

Aolicies on promotion and diversification now permit different business ertitieave the
freedom to invest and diversify; improve governmewned enterprises; and promote family
businesses of farmers and individbakinesses.

Arhe government has implemented finance and banking policies to promote business with
minimal budgetargupport, but facilitated investments increasingly for private capital.

An the longrun, the private sector plays an important role in economic development;
therefore thegovernment isnaking strong efforts to promote Private sector organisations

are competing with each other as well as establishing partnerships and other forms of
cooperation with each other, dependimgthe situation.

b). Improvement of laws and legislation

AThe International Investment Promunii Law and other supporting policies have been
improved to facilitate investments. Inappropriate and unnecessary regulations that create
complexity have been eliminated. A new law on investments has been approved and put into
to effect.

A\ number of relad policies, regulations and methodologies have been improved and
simplified to gain the trust and satisfaction of international investors for investing in Lao
PDR.

Arhe government has established laws and regulations consistent with the actual sithtion
the market mechanisnigr example transparency in public services and administration has
gradually increasechndt he Par t y Bave bden integratadto lavss and detailed
policies to create a comprehensive administration and implementagicmamsm.

Arhe labour law was adapted as basic legislatiorcfeatingvibrancy in the labour market.
This has created opportunities for the private sector to expand further.

Arhe law on public bankshelaw on insurancethe law on enterprises and @hregulations
have been establishethcluding the decree on management of commercial banks and
financial institutionsthe decree on administration of foreign money circulation and precious
items, andhedecree on credit, mortgag@ndothers.
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Arhe various economic sectors have cooperated with each other and played an imbetant
in the national economic system, especially in contributing to the state budget.

AConstraints for trading within the country, experiengedviously, have been gradually
eased, which has stimulated the mark&tss hashelped to slowly integrate Lao markets into
international markets on fair terms, raising the market share and benefits.

Arhe government has drawn up a decree on SME promotion and development, which has
beenadapted in the SME development strategy. The decree on SME promotion has been
widely implemented. It now forms the foundation of small industry development,
contributing to building capacity for competition and market access, access to credit and
financid systems, as well as motivating enterpris8sc policies have been successfully
implemented. These include creating enabling regulations and administration, enhancing
capacities for competition, expanding domestic and international markets, improvass acc

to sources of funds, creating friendly conditions for the establishment of businesses, and
building vision and improvinghe quality of enterprises.

c). Information and consultation

Arhe authorities have published and disseminated laws, both ihahelanguage and
English. They have expanded coordination and regularly organised meetings between public
and private sectors to resolve business issues and implement resolutions at both central and
local levels.

Arhey have regularly published informaticelated to macroeconomics and sectoral issues in
investment magazines and others.

Private sector development has played an important role in the development of goods and
services, financial (capital) markets, land, and technology markets. There is-veaywo
relationship between market development and private sector development.

Goods and service markets have been established and have expanded in both quantity and
quality. Markets have expanded in various forms, in turn facilitataxdpexpansion

The labour market has been officially recognised as an important driving force of the
economy, but it is noyet fully developed.However, laboumarket infrastructure has been
established, such agiidanceand job finding. In addition, various forms of lalb@aervices
have been created.
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Financial markets have been opened up for competition in banking. Currently, Lao PDR has
more than 22 commercial banks (single ownership and partnershigre are a total of 65
benches from privatand foreign bankn the ountry. Additionally, there are 5,000 miero
financi al I nstitutions operating, covering
clearing syste and modernisation of the banking system have been rapid; i.e. funds
transfers and electronic clearing \8ees. Additionally, capital market have been
constructed

Technological market: To date, a science market has not been fully established. Although
intellectual property laws have been drawntbpy are not yet fully enforced.

Land markets evolved fromocib-economic development in urban areaslthen spread to

the outskirts of towns and to rural areas. They comprise of private rental markets, public
rental markets, land leasing markets, and land credit markets. Infrastructure for facilitating
trade ad transactions in land has been developed; for example, roads, electricity, and water
supply in urban areas, panban areas, and rural areas.

6. The implementation of 11 programmes and 111 projects
Therelevantsectors and local authorities have implementeddit@ving plans

ANational stability and security protection programmnighis programme focusewn
implementing projects relating to social drawbacks and controlling crime; continued
assigning personnel to Kumbanstionwideto ensure peace and security; attempted to
strengthen grassroots agencies i nevelepment ar e a
vill ages6 ;asnwekll assumbeanmgst heni ng peoplebds capaci
security protection.

Acomprehensive agricultural development programiiiés programme implemented key
projects, such as land allocation for agricudt(currently, a project on agricultural and forest
mapping has been completed for Phongsaly Province and Xayphouthong ,district
SavannakhetProvince) and alsoimplemented a project on improving agricultural
productivity (for examplebest practices have beellustrated in growing rice under the
Systematic Rice Intensification (SRI) approach, whereght@nnes/ha have been reaped in
Seun and Nan districts in Luang Prab&rgvince).In term of livestock, farms for animals
have been set up in large areasiciwthave enabled control and/or treatment of diseases, such
as blood cord disease ibuffalo cattle,and Flu Type A HIN1. Regarding irrigation
infrastructure, repairs of damages caused by flooding in 2@98 completed 95% of the
irrigation worksand anirrigation channel of length 8,700 metres in an area of 28@dra
completed and57% of the Nammung 3 irrigation project, 86% of the Napok project, and
90% Sesair projeatere completedamong others.
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A-orestry management and wood industry progranifhes programme developeal mega

project of reforestation and forest development, for economic purposes (i.e. producer forests)

and for environmental protection. Regarding forestry management, a sumgeyndertaken

to mark the area where the water leveleeecd ed t he reservoiroés saf
hydropower projectand forest area surveys and forest area planning projects have been
initiated - these are currently being planned for larsg and forest planning (for three forest

types) in five provinced langPrabangOQudomxay, Luangnamtha, Phongsaly and Bokeo)

Arhe National Industrial Foundation Establishment and Handicraft Promotion Programme:
Under thisprogramme,mega plas such as the power industry development proyeete
developedstudiesandsurveyswere undertakeand 75 projectsvere initiatedincluding: 45
projects under MOU, 24 projects under PDA, and 6 projects under concessions; the2009
Nam Theun 2 projecinth a capacity in excess of 1,088 MW) and Xesgtr@ject(76MW)

were completd; and in 20102 projects, namely Namlik/2 (100 MW) and Namyon project
(3MW) were also completedCurrently, there are 29 dams producing hydroelectricity
(2,583MW). Furthermore the Hongsa power project (1,878 MW) has been approved; the
agreement wasgned in 2009 and is currently being implemented. Mining industry project:
In 20092010, theconstruction of th&ali Salt Factorywascompleted at Thongmung Village
which cannow produce50 tonnes oKali salt per year. At present, there are 154 companies
which have received approval for investmentthis sector comprising of 269 projects, of
which 118 companies and 186 projects are of foreign origin (FDI).

Arourism promotion and transit serviceogramme:A master plan on tourism development
and administration for Mahanatee Siphandone touristwasacompletedand administrative
plans for Vang Vieng city, Viengxay district, Lor waterfall, Kuangsi waterfall, and
Viengthong hotsprings were developd. Regarding tourism facilities, the government
completed building roads to access the Kuangsi waterfall in Luang Prabang in 2005 and to
Kong Lor Cave in Khammouane province, and completed construction of Luangnamtha
airport. In addition, the governmenad built a tourist informatioeentrein each province

and has also completeseveral other subprojects. Under the Lao tourism promotion
programme and a programme on tourism integration with neighbouring countries,
programmes have been conducted through Ihternet, the print media, radio, television,
documentaries, and videos, especially tloe promotion ofecotourism. In addition, the
government has actively encouragetevantparties to joinexhibitions;hosted a number of
events such athe Wat Phufestival, Inghang festival anthe Elephantfestival; joined the
international tourism exhibition ilKunming; and completed projects on tourist attraction
identification between LaBDR, Thailand and Cambodia, among other projects.

Aousehold and commugi poverty reduction programme and halting slash and burn
programme:This programme resettlegeople who live in development project areas;
allocated land to farmers for cultivation; formulated village/Kumban development plans
(participatory plans and haveen drawn up in 133 Kumbans in 69 poor districts); provided
credit to farmers for agricultural production, livestock d@hd runningof small businesss
(230,287 households have benefitfeaim 2,132.08 billionKip); collected information on
numbers of ilages and districts in order tmform the peopleto halt slash and burn
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cultivation, especially in two villages in Bounneua district, Phong®alywince, Kornoy
village in Xay district, Oudomxay province, Pha Oudom district in Bdkexyince,Thamhoi
village (Nonghet district) and Xang village (Koun district) in Xiangku&ngvince,Feung,
Meun, Vang Vieng, Kasi and Mad districts in VientiaReovince.At present, there are
approximately218,280 poor householda,22% decreaseand 46 poor districts (Bikhan
District has now graduatedom the status of poor distrjct2.12%decrease

Alnternational economic cooperation and integration programme and investment promotion
programme: Regional and international economic integration has been carried out theough
implementation of a policy of open economic cooperation on a mutually biehdfasis;
economic and trade cooperation has been extended; and trade negotiations have shifted to a
large extent fronthe bilateral level tathe regional, sukregional and multilateral levels. The
most effective negotiation is the multilateral trade niegjon within ASEAN and the larger

Asia region, negotiation for cooperation between ASEAN and its trade partners, and
implementation of the AsiRacific Trade Agreement (APTA). The process of WTO
accession has contributed to improving laws and regulatlonsirn, this improvement has
progressively attracted international investment. Thus, the number of projects increased to
1,022, whichaccounted fotJSD 11,01 billion in the form of investments during t&igth

Plan. The number of project on grants aodris was 2,251, which have a value of USD 2,443
million, averaging 488 million per annum.

ACommunication transport and connectivity programmignder this programme,
constructionwas completedf a bridge between SavannakiMdukdahan, Road No. R3
(conneting BoterrHuaysay), (extending) RoaNo. 9 (Savannakhe®eno), and Road 12
(ThakekNgommalath).Railway construction between Dongphe$hanalang ofa length of

3 km was also completed, as wass ma | | city developmenté fund
survey @ designing a new airport in Luan&rabang has been fully completed.
Transportation reached 111.9 million tonnes in goods and 210 million in passengers (1%
below the target). Currently, there are 3.6 million telephone numbers including 149.3
thousand landhes, of which 67% have already been subscribemhcreased by 2.7%
compared to the previous yeard there are 3.39 milliomobile phone connectionsf which

67% have been subscribed increased by 53% compared to the previous year.
Telecommunication hasxpanded in rural areas and optifiate lines have extended to 13.2
thousand Km. Thiss an increasef 15% compared to the previous year, aoglers90% of

all provinces and 80% of all districts.

AEnhance efficiency of public macezonomic managemeprogramme: Coordination has
been strengthened among tleevantsectors. This is evident in the monthly monitoring
reports of the economic performance. It is also included in the quarterly monitoring and
guarterly progress reports which are preparedeatify strengths andemainingissues, and

to resolveproblems. Additionally, meetings of macro working gre@ipcluding Ministry of
Planning and Investment, Ministry of Finance, Bank of Lao PDR, and Ministry of Industry
and Commerce) have also been regularly organized. The uninterfsiptédrowth of 7.9%
annually is a reflection of the efficient maegoonomiomanagement. kkanbe further seen in

the control of inflation which stays at less than one digitapeium,and theimprovement in
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the public budget status, especially budget management mechanism through a centralization
of Treasury, Customs and Tax.

AHuman resource development programme and smdtaral development programme:
Educational reform has been undertaken to reotieeducation sector both quantitatively
and qualitatively througthe implementation of a strategic teactraming developrentand
improvement oftertiary education and university educatitime undertakingof community
based educational development projects; #wedextensiorof basic educatiolschool years
from 11 years to 12.

In the area of health, , the government has taken immunisation and health treatment of

the people, constructed and repaired health centres, district hospitals and provincial hospitals
(for example, allowedor private sectoinvestmentin the Mother And Child Hospital with

120 beds in Vientiane Caal) thereby upgrading quality health infrastructure and facilities
accessible to peoplédditionally, production of medicines has been promoted and currently
there are 880 formulations are being produced, in addition to 228 traditional medicine
formulations.

The government has attempted to protect the Lao national caltut@romoted art and
literature at both professional and amateur levietan the metropolitan centres to the
grassrootdevel. Furthermorethe quality of media has been upgradéds important to note
thatthe digital system has replaced the analogue system.

AProgramme on upgrading efficiency of public administratibime organisationastructure

of eight ministrieshas been improvedhe centralisation of customs, tax atite national
treasury has beeandertaken; ailot project establishing LuanBrabangcity as a Luang
Prabangmunicipality has beercarried out; andsinglewindow service commercial and
industrial projectshave been implementedihe modernisation and simpliidon of the
singlewindow clearance system began in Saysetha district, and the project has now extended
into other districts. The new system will ultimately link different ministries and agencies for
greater efficiency. Bbanking, Egovernance, and-finhance have beepperationalin some

areas.

7.0Outstanding achievements and the reasons thereof

7.1. Outstanding achievements
AThe country is politically stable, harmonious, and socially safe. The governing system, laws
and regulations form the basis &iability, security and development.

ANational Structure of the Economgtl three sectors of the economyagriculture and
forestry, industry and serviceshave beergrowing steadily As a result, the country is
transformingmoving froman extractiorbased economy to a commercial/vahdded based
economy. Such a trend has also helped diversify activities through a multiplier effect. All this
is aided by a weladministered system and a well draum Sixth Plan. Importantly, the
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economy has succesdfulveathered two severe natural disasters and the impact of the global
financial crisis.

Arhere has beea reduction in poverty andnimprovement in the standard of living (both
material and moraly scalingup of human resourseén various areas and sectors (including
government officials)enhancd ownershipby the peopleand reasonable success in the use
of information technology.

AEconomic cooperation with neighbouring countries, regions, international development
partners ad international integratiommave expanded horizontally and vertically, aave
bilateral and multilateral integration. All these have benefitted the nation.

7.2 Reasons for the achievement:
AThe reasons for achievements in different spheres stemtfi@successful implementation
of the Sixth Plan. Some of these are summarised below:

AThe political directions provided in the resolutions of the Party; for instance, the Resolution
of the Eighth National Party Congress Meeting is laudable, and is theornerstone othe
Central Party.These directionshave suitably steerethe economy in boththeinternal and
internationalkcontext.

Aln accordance with the laws and regulations, the National Assembly and Government
adopted the&Sixth NationalSocicEconomicDevelopment Plan, while the line ministries and
local authorities have translated the pilato programmes and projects and obtained funds to
implementthese.

Meople, classes of people and businesses have supported and cooperated in the
implementation of programmes and projects.

ANeighbours and international organisations have continuously supported and provided
assistance.

The above have contributed to the success of the Sixth-Yledae SocieEconomic
Development Plarand become the essential foundations for the potential achievement of the
Millennium Development Goals by 2013-urthermore,they will lead the nationto
graduation from the statwd Least Developed Counthy 2020.
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[ll. Constraints and remaining issue s in the implementation of the Socio -
Economic Development Plan (2006 -2010), and related causes

1. Constraints and remaining issues

1.1. Remaining issues related with some macro targets

Aven though the Gross Domestic Product (GDP) has incretisedycreasenas not been
evenly distributed among the people and across the coditeymajorityof the growth has
emerged from mineral mining; however, the ore is exported out, and not processed locally.
Since the mining structure has growrore slowly in canparison to the service sectdrjs
evident that industrialisation leaves much to be desired.

AGovernment investmentsave good intentionshowever theysometimes lack focus and
thereforeeffectiveness. Numerougrants and loans projects have bestablishedbut are
hampered by lack of contributidrom the nationabudget. The investment authorities have
beenunable to raise investment in many local sectors, thedowe service mechanism has
not been widened, and monitoring of some of the apprpveiects is insufficient.

AThe size of theationalbudget has been increased butgheportionof international support

is still high. Domestic income is insufficient; therefore, the requirements are not adequately
met. Unpaid debts, lack of meanspay back debtsand inability to put a saving policy in
place areexisting challenges.

AThe balance in the labour market ahe provision of jobs to workers through the market
mechanismhasnot been adequately planned. Therefore, the labour supphei®mnir{some

Lao workers oumigrate for work in neighbouring countries; at the same time, there is
shortage of workers in the country, and many foreign workers are imported). Also, there are
many workers who move to cities leaving behind the agricultseetior, resulting ina
shortage of labour in the agricultural sector in some rural locales.

AThe trends in both imports and exports are rising; howdemajority of the exports are
from the natural resourcctor.Such an export patterisksfluctuaion in commodity prices
andhas little value added for the country.

Moverty has reduced at an acceptable rate. Howeten compared to economic growth,
improvement has been slow.

1.2 Remaining issues related to sectoral and regional development

oI'heuseof modern technologies in agriculture, commercial agriculture -pgrcessing, and
market production isstill in the nascentstage and both government and farmers face
challengesin progressing irthis area. Additionally,stallfeeding of domestic animals and
raising livestock for commercial ussre not widespreadds a result, the overall level of
agricultural and livestock production is loand largely dependent on nature. Protecting
forests, demarking reserved forestas and production forest areas, and allocating land for
agriculture remain unfulfilled targets.
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Ansufficient budges and able technicianshinder the implementationof projects in many
sectors. For example, there is shortage of skilled technical pelsonrsectors like
hydropower, minerals, modern agriculture practices, materials management, and business
management: thegccount for approximatel¥0% of the workforce here, compared to 33%

in Vietnam, 40% in Thailand and 84% in Singapore.

AProduction ad distribution of electricity is still insufficient domestically and some power is

still imported from neighbouring countries. Projects relating to electricity production for
export are behindschedule.The planning process has been slow; as a resultateriv
investments in megaprojects in the power and mineral sectors are still at the survey and
6drawing boardd stage. Some excavation proje

Arhe quality of the basic infrastructure is not yet standardigecexampleroads, irrigation
structures and office buildings). In addition, financial shortages have not perrhéed
maintenance of infrastructunesulting in structureseingdamaged or naisedeffectively.

Mifferent production sectors are not coordinatecatfiely resulting ina lack of mutual
supportWhile exports are a priority, only unprocessed raw matsretported.

AThe basic educational and healthcare infrastructures are not yet standardised. Therefore,
targetsrelating tocompulsory primary edation andhealthcare have not yet been achieved.
Moreover, the educational and healthcare services agetmitsufficiently high quality.

An the area of information and culture, information reporting is yet not sufficient in its
content and presentati. Therefore, programme broadcastendo not reflect the true social
situation. There are also avoidable delays in preparing programmes. The technology used by
the media is not sufficiently modernised and the workforce is not adequately trained in
moden methods.Furthermore maintenance of historical monuments, antiques, and other
historical localesieeds improvement.

Arhe standard of sports has ryet reachednternationalstandards; insufficieninstitutions
and rehearsals are partly responsibtettics.

MRegional development is not yet balanaes can beseenfrom the lack of integration
between different economic sect@s well as the lack ahterdependence across geographic
regions. Each province is growing at its own pace quite independentathtre,and this is

a limiting factor in national economic growth. There is also considerable imbalance between
different subregions in the samerovince, in terms of integrated planning or a shared
planning framework and projects.

Aven though a great deal of effort has beeteto protect the environment, funds, human
resources and law enforcemanthis sector are still lacking.

Arhe managment of civil services is generally good, but capaitjding plans are still
unclear, and working methods overlap.
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1.3 Remaining issues in the implementation of 11 plans and 111 projects

Arhe processes that determined the 11 plans and 111 projeetsleared after the approval
of the Sixth Plarwhich was somewhat delayed. Therefore, the identificatiggrajécts and
programmemanagement alsexperienced delays. For this reasprggrammes and projects,
and the allocation of funds were consideratdiayed as well.

Arhe assignmentf programmes and projects management saametimesslow. Moreover,
certain (single) programme were designed for joint implementation by more than one
ministry. In effect, howevethis meant thatherewasno single autbrity actually responsible
for the projecdue to a lack ointer-authority coordination. Thidelayed projectandgreatly
reduced their effectiveness.

AThe implementation of poverty reduction programmes, and putting an end to slash and burn
agriculturalpractices, have not yet been fully effective.

Arhe monitoring and evaluation system is still weak and needs to be addressed in the Seventh
Five-YearNationalSocioEconomicDevelopment Plan.

1.4 Remaining issues inthe implementation of disaster managem ent in 2009

o«Funds earmarked faactivities to mitigatethe impact ofdisasters particularly Hurricane
Ketsana, such agbuildingbasic infrastructuréo return to normal conditions, and providing
assistance to minimise the direct and indirect danm@ageoduction and services, have been
less than sufficient in contrast to the actual needs.

Arhere is inadequate supervisory inspection and systematic reporting in regulating and
utilising the government budget and other funds, to ensure transpaeéiggncy, and that
the funds serve theorrecttargets A further challenges the lack of fullconsensus.

1.5. Weaknessesand difficulties in the implementation of the Sixth Five-Year Socio-

Economic Development Plan

The unaccomplished targets of tBéxth National Socideconomic Development Plan are
stated below:

Ahere has been progress in rural development, trade in goods and services, and poverty
reduction, but the rate of progress has been much slower theatgtedeconomic growth. In
addition, there has been unequal development acrosswitbasome areadeveloping more

slowly than the others, somiemainingunchangedand several forginghead. In this regard,
attempts at eliminatinglash and burrultivation and creating stable jobs fpeople have

been limitedn their success

ARegulatory and development targets, which include developing technology markets, stock
markets and labour markets, primary school level compulsory education targets, and
gathering funds for health welfare, lganot yetoeen reached.

lSomedi rections of the Partyods resolution have
that of national income. Though the income achieved was higher than the set target, rural
peopl ebs incomes ar engteidl.| Glrowtadndanldarmpeolpy e
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thus notyet synchronisedFurthermore state enterprises and businesesguire increased
assistancan order to become independenAdditionally, there are imbalancedetween
different sectorssomeindividual projects were not aligned with the national budget, and the
capacity building and dissemination plan wasderfunded omunfunded. In some sectors
work has progressed, but this hascurredbecause of a major dependence on foreign
resources. In short, domestic physical and human resources have been only marginally
developed and/or put to use.

Arhe national educational reform, expansion of compulsory education, and growth of human
resource have notmatchedwith the rate of economic growth rate and development
strategiesin the social sector there has beelow degree of improvementor examplethe
health sector and health services havikl not
has not kept pace with the growth process.

2. Reasons for the Difficulties:

Arhe implementation dEighth Resolution of the Part€ongresselating to converting work
plans into projects has been tho@nsuming in several sectors. Some provintadesl the
implementation process late, well after the 1patiod of the plan.

ASupervision, inspectiemand evaluatios werenot carried out regularly, and the division of
responsibility in some cases is still unclear.

Arhe level of knowledge amongogernment staff about planning and supervisory work
relating to development plans and projects is limited.

Arhere weretwo severe natural disasters and a global economic crisis, each of which have
hadanadver se i mpact on Lao PDR6s Sixth Pl an.

An a marlet economic mechanism, insufficient regulation can lead to ineffectiveness in
implementing laws and regulations.

V. Lessons Learned

lintegratet he Partydés decisions into progr-ammes,
resource plansndinclude them in the law. In facgnnuallegislation isa key factor for
achieving success.

There were achievements in areas where the central and local authorities adequately adapted
the resolutions of the Party Congress (or the Party Committee) infjordjexts, andas a
resultwere able to make clear plamsprove knowledge, sourdands and divide work.

2. Mobilising domesticand internationatesourcs in an effective and transparent manner is
the main driveof sociceconomic development.
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A\ny agency, province or business unit able to mobilise resources can effectively implement
plans and projects and also mobilise additional resources from other sourcesilithef

Lao PDRto mobilise resourcetor the SixthFive-Year Planasandto obtainassstance to
combat the global financial crisis and the natural disest€2008 without compromising its
sovereignty and economic independemdele integratingregionally and globall\suggests
thatthe natiorhasstrong resource mobilisation skills.

MDuring the past five years, internal resource mobilisation has been a decisive factor in
ensuring development, stability and national security. This is not to say that external funds
are not important: both, external and internal resource mobilisation faoetivaf utilisation of

these are important factors in the development of the national economy.

AMobilisation of internal resources must be paralligh human resource development, and
this should include persons from all ethnic communitiegthermorethe exploration and
utilisation of natural resources must be sustainable, andagheementsand operations
transparent. Three decisive factors in resource mobilisation are government padicy,
effectiveness of projects, and market response.

3. Transition through industrial restructuring and modernisation should be consistent with the
potential in each sector and location. Including all sectors in an economy can promote faster
and more inclusie economic growth, and bring about change.

AVanaging economic transition is one of the most important factors in strengthening any
economy. To ensure industrial restructuring and modernisation, it is essential to sustain
economic growth and its directiomhe government is actively engaged in establishing
strategic plans, programmes and projects to encourage all sectors of the economy to play an
active role to effect an economic transition and devebagh provincéased orthe principles

of a market ecasmy, under the overall control of the government.

Aconomic transition must run parallel to domestic market development in order to raise
production and standards of living/hen access to international markets is limited due to
inadequate economic integion, domestic markets must be developed sustainably for the

| ocal producers to sell their products. This
which is possible through promoting employment in agricultural andagoicultural sectors

(including seasonal jobs), whi@novidepeoplewith sufficient incomes.

4. Regional and international economic integration on the basis of economic sovereignty,
increased competition, and achieving both quality and quantity

AEconomic integration is veryriportant for Lao PDR since the country would deeply benefit
from such integration. However, the country must be ready in all aspects to ensure effective
integration. It should open its doors to international markets for increasing exports and also

73



expand dmestic marketsfor example byacquiring advanced technologies and experiences
from othersn orderto enhance the competitiveness of domestic business enterprises.

An order to ensure smooth economic integration, tisti@ld be political and economic
stability, increased foreign exchange reserves, improved and functional infrastructure, and
high qualityservices.

5. Socieeconomic development following market mechanism

A\ market mechanism demonstrates the demand and beoeftergetgroups in a sadety.
At the same time, itan also indicatdirections for action and targets fausinesgroduction

An planning process provides broad directions, information, and macro level integration. It is
not a process théelpsdetermine micro level managenteri the economy. The country has
been able to overcome the impacttbé global financial crisisand has kepteconomic
growth ratg at a normal level.

6.1t has beera priority to attain sustainable and quality development in economic growth,
social jstice, prosperity and environmental conservation.

At is important thatvhenestablishing a democratic regime, economic grdaustainable,

the environmentis conserved and cultural and human resource developimgmomoted.
Additionally, equality shald be promotedthe workforce trained, living standards improved,
laws promulgated, rural development and poverty eradication furthered, and income
differences between the poor and rich and rural and urban areas minimised.

Ahe above issues should be drporated at the macro policy level and actual
implementation process to ensure the effectiveness of the developmentaplaarious
levels. Areas where these processes are not followed will face slow development, difficulties
and possiblydisputes, and aralsolikely to facea shortage of natural resources dudhe
degradation of the natural resource base. Thus, both quantity and quality of grewth
important.

7.Innovating and improving public management systémnensure efficieng transparency
and prompt action, and government officials acting as both administrators and service
providers forthe people, are importarfior the socieeconomic development process.

Arhe lessongearnedpreviouslysuggest that innovating and improvipgblic management
systems to ensure efficiency, effectiveness, transparency and prompt action, and government
officials at each level acting as administrators and service providers, contributes to achieving
sociceconomic development. This has to be cder®d as pivotdbr developing capacity at
boththecentral and local levels.
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Arhe global financial crisis in the recent past #mefloods in 2008 and 2009 have adversely
affected Lao PDR. Government authoritiestla¢ central and local levels have ba
formulating possible solutions, including mobilising humeesources. The governmems

been working hardto overcome obstacles aruhs taken strong action in the face of
challengesin next five years, the achievement of tBeventhPlan will depend pon the
capacity and ability of the government officials at all levels to work together. In this regard,
the Party and government will have to assign responsibilities to officials in conjunction with
the increased and diversified roles.

Aor improved implementation of theSeventh Plarit is necessary to reassign officials
appropriately and clearly identify their responsibilities and obligations. There should be
flexibility in drawing up a new organizational structure as well as increasiigcreasing

the number of officialsas necessaryn addition, there is need to respond to the needs of
officials. An administrative mechanisnshould be establishetb address the issue of
incentivesfor staff forincreasingheir effectiveness.

8. Socioeconomic development needs ttake placein conjunction with both national
defence and realities at the grassroots lelis reconciliation is possible if development
begins at the village levelvith the four contents and four targets of the plan as its
foundaton.

Ahere are recognised achievements in addressing poverty in rural and remote areas,
improved production in remote rural regions, the establishment of-Gréeevillages, and the
setting up of rolemodel villages for health and peace. In contrastlrullages where the
authorities have not yet implemented the plan (at the grassroots level) face difficulties and
have not achieved their targets.

9.The achievements of any development plan are critically guided by a monitoring and
evaluation system.hle M&E system will have to operate at the national, sectoral, local and
business/unit levels. This measure distps to protecagainst illegal actions, corruption and
leakages.

Adchievements irsociceconomicdevelopment at each phase have confirmedhées for
scientific vision. It isnecessaryhat the authorities take into account the actual akalig
capacity of the human resources in different sectors and reggpesially in mobilising and
balancing the source of fundsurthermore, there shalbe no duplication in implementing
thePlan.

Arhe Monitoring and Evaluatiosystemshould trace usage of fundie outcomesf the
implementation process and projects, ahé effectiveness of projects at each stage.
Therefore, having a high quality statistical information system is necessary and is of high
importance.

75



PART TWO: SEVENTH FIVEYEAR NATIONAL SOCIO ECONOMIC
DEVELOPMENT PLAN (20112015)

I. OVERALL &§VENTH FIVEYEAR NATIONAL SOCIECONOMIC
DEVELOPMENT PLAN (20112015)

1. Anticipated advantages and challenges

1.1 Advantages
a. International Environment

There are positive signs of economic recovery in countries in the region and at the
international leve(for example China, India, Russia arBrazil). Economic growth in these
countries is steady and is again becoming a driver of global economic development. ASEAN
nati ons, Lao PDRO6s devel opment partners, an
support and assist théeast Developed Countrieso as to reduce the development gap
between then and others. Open market economies, particularly NAFTA, ASEAN+1,
ASEAN +3, and East Asia countries promise to provide good opportunities for Lao PDR to
access themarkets. Globalisation in science and technology, international trade, cooperation
and accelerated development are considered global signals of cooperation in development.
These are good opportunities to attract investments for furthering the gohks $éventh
National SocieEconomic Development Plan.

b. Internal Environment

-Lao PDRO6s politics is stable and there is a
of the nation, the democratic politics has been improved, and the market ecandmy
planning are closely integrated to become development engines for furthering socio
economic development.

-The countryds r esour diesed partecuady the odturalyresourcdse e n f
such as land, forests, water, the humid weathentity of rain, and minerals. Minerals have

not been excavated and mined in many locatibhe comparative advantage of the country

is mainly to use the land, forests and water for vald@ed productionfor exampleutilise

land for planting industrialvood with a high value, intensify rice yield rates, and promote

organic (norchemical) agriculture, thereby expanding the base of production in order to
establish an economic foundation of a commercialised economy.

- The socieeconomic infrastructure ha®eveloped to a certain extetiig economic structure
has changed according to the plans for industrialisation and modernisation, and laws and
regulations have been drawp andwidely enforced Each of theséactorshas now become
the basis for the nestep of development. In additioasLao PDRIis located in the centre of
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the MekongSubRegion, it links ASEAN and China, ASEAN and Korea, and ASEAN and
Japan. This geographical positioning is suitable to construct almwodsr service centre and
connecit with other regions and theiderworld.

c. Demographic Structure

According to the three previous population censuses, the population of LaohB®R
increased bypproximatelyone million every 10 years; in 1985 LRDR hadapproximately

3.5 million inhabitants, in 1995approximately 4.5 million habitants and in 2005
approximately5.6 million. With a growth rate of 2% in the population (women between the
reproductive ages haveXchildren), it is estimated that the population of Lao RidRbe

6.9 million by 2015.

The majorityof populationof Lao PDRIis young, with50% of the total populationnder the
age of 20When classified by aggroup,it is estimated that in 2011hose aged-14 years
old numbered approximateB.38 million (of whom 1.17 millionare female); those agdd-

64 years number approximatel.76 million (of whom 1.89 milliorare female)andthose
agedover 65 years olcdhumber approximatel237 thousand (of whom 127 thousaaw
female). Moreover, it is also estimadl thatin 2015, those aged-14 yearswill number
approximately2.54 million (of whom 1.25 millionwill be female); those agetl5>-64 years
old will number approximately.10 million (of whom 2.06 milliowill befemale);andthose
agedover 65 yearsvill number254 thousand (of whom 137 thousamidl befemale).

The Census of 2008uggests that population tifose aged undd5 decreased from 43% in
1995 to 39% in 2005This proportion is expected to be 36% in 20Ibe labourforce (i.e.
thoseaged betweae 1564 years) increased from 51% in 1995 to 57% in 2005, and is
expected to further increase to 60% in 20M%e proportion of the populaticeged over 65
years olds forecast to bapproximately4%. It was indicated that the economic dependency
ratewould be 0.68 in 2015 (down from 0.76 in 2010). This means that every 100 working
age people (b4 years old) will support 68 (out of workforce) people.

Figure 8: Age Group Pyramid in 2015

Female E - g Male
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The above pyramid indicates that the population in the working age (6«2 years ol

will be of a much higher proportion, thereby bringing about positive impanteconomic
developmentUndoubtedlya lot of effort will have to be made to empower this population
through human capital inputs orderfor them to be productive and contribute to national
development.

1.2Challenges and constraints
a. Regional and Internation@bnstraints

Despite signs of economic recovery in many countries;gtbkal financial and economic

crisis continues telow economic growth of many countri@rldwide. Furthermore, those
countries which leadeconomically continue to use their economiesgth to influence
international regulations; they aggressively interfere, and impose unequal conditions on the
least developed countries to their advantage.

Competition in international trade Imecomingstiffer. As a result, economic cooperation in
terms of regional and international economic linkagesmerging. Additionally, free trade
zones, joirkmarketing and economic communitiesch as théA\SEAN Free Tradethe plan

to set up ASEAN Free Trade+1 in 2012, joint market pmd ASEAN Community in @15
are also being envisaged.

Finally, climate change and disasters appears to affect the world ecaomitmipe economy
of Lao PDRbeingno exception.

b.Internal Constraints

The economy of Lao PDR largely relies on natural resources;mecessed adwities and
agriculture. Production for exchange is still nascent, and a majority of it takes place in
independent private small units. Small units are vulnerable to external changes since their
capacity to absorlthe shocks of a market economy is low.iJhiraws attentn to the
contradiction between local smaltale production and global economic integration and the
gap between rural and urban areas.

Poverty, the status of beirggLeast Developed Countrignitations in the working system,
and scarcity human resources combine to make it difficult for the country to establish
linkages with the global economy. The international link (openness =rafenport +
export)/GDP) was about 83% in 2008, which is low when compared with Vietoam
example,where itexceeds 100%. There are many requiremesish mustbe met before
linkagesat the regional and global levelseestablishedfor examplethe quality and quantity

of human resourcetfje availability of capital, and strong institutions. The high debt aaid
very limited capacity to compete at the global level are also constraining factors.
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There are limitation®n the Party, state, civil service and society as wetlt example,
natural resources arexploited callously without adequate analysis or monitoring/control
systems, bringing about unpredicted impast&h asenvironmenal impacts. The frequency
and intensity of droughts, floods, typhoons and diseases has been rising in recent years.

Investments in smal sectors and basic infrastructure to create supporting conditions for
young people to have quality social services; for instance, education, health care, capacity
development, and skills improvement, are necessary for those groups to participate in the
c ount r yezanomg aevelopment. Therefore, creation of a suitable environment for
attracting investments in both basic infrastructure and social sectors is essential, especially
for creating jobs for the youth.

2. Overall targets of Seventh Five -Year Socio Economic Development Plan

(1).Maintain economic growth in a stable and progressive manner at more than 8% per year.
GDP per capita estimation for 2015 approximatellJSD 1,700 per person per year at
current prices.

(2).Achieve the MDGs (including poverty reductionand full integration with the ASEAN
Communityby 2015, acquire modern technologies and infrastructure, and establish a diverse
economic foundation to help the country graduate from Least Developed Country status in
2020.

(3)Ensure susinable development by integrating economic development with-sattioral
devel opment and environment protection to th

(4).Ensure political stability, fairness, and order in the soriegintain public security; and
supportregional and international integration.

3. General Directions and mission of Seventh Five -Year Socio-Economic Development

Plans

The mission of the Seventh Fireear SocieEconomic Development Plan inclusle
maintaining national development achievementmabe previous periods and overcoming
challenges. It follows the resolutions of the Party Congress especially the resolutions of the
Ninth Party Congress which are the implementation messifirlational SocieEconomic
Development Plamuntil 2020 andthe Seventh FiveY ear Plan, and the achievement plan
call ed ABoukthal uo iplanintlumes achieVement ia onhginatione me n t
achievement in human resource development; achievement in mechanism, regime,
administrative system; achievement in poyedduction by attracting more source of funds

and promoting special policgndconstructing basic infrastructure in focal areas. It should be

a comprehensive development plan covering all areas, sectors, regions and localities. The
major directions aresafollows:

(1)Developing a strong and stable macroeconomic foundation to ensure strongly growth;
focusing on marketesponsive mechanisms under the state; ensuring seamdtgteady and

rapid macreeconomic and economic growtlBoostingthe economiand labour structural
change through industriaition and modernisation; applying modern scientific and
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technological methods; promoting cultural and social development; reducing poverty and
scaling up human development; protecting and sustaining theoemant and planning for
mitigating climate change, especially preserving and enhancing forest cover, and conserving
water; raising the efficiency of the production processes; working on comparative advantages
of different economic sectors; and supporsngall and medium enterprises.

(2)Finding solutions to endemic poverty; baogtrural development and poverty reduction

(in line with building capacity along the four goals and four targets); allocating land, creating
stable jobs, and raising livelihogdsnsuring fairness in ociety; reducing inequality between
urban and rural areas, rich and poor people, and genders through encouraging knowledge and
education for people; preventing diseases and providing better health care; creating basic
infrastructure in villages and Kumbans; establishing more development villages; and
reducingtherisk of unexploded ordnance (UXO).

(3)Expanding human resources, promoting Lao culture, and maintaining societal harmony,
along with economic development; building upon the material and moral threads of the
society; improving the capabilitgf the civil staff through educational reforms, fastance
improving and widening educational opportunities; nurturing an intellectual environment in
the society through strengthening higher education and encouraging local talent, promoting
better health and hygief@®nsciousness; building up good manageimstaff, highy
experiencd technical staff, and skédworkers; developing human resources amongst people
in localised surroundings (espally for rural development); promoting gender equity,
empowering women and protecting chilé nrighsés; promotng policies for empowering
youthin order that theypecome harbingers of soesézonomic development; preserving and
expanding the beautiful customs of the Lao people, along with widening international cultural
exchanges; and improving the information secto

(4)Strengthening public administration frothe central to grass rostlevel, promoting
democracy through the stateds ddmigstatesvhile c hani ¢
the local/grass roatlevel implements ensuring equality and fairness society; controlling

corruption; promoting savings and avoiding unnecessary expenditures; resolving social issues
uniformly across the country in a timely manner by creating structures at different levels, and
delineating the roles between central andalloauthorities along with the direction of
expanding ownership of creativities and seeking local potentials; and implementing laws
approved by the National Assembly in all sincerity.

(5)Ensuring defence and security nationwide; encouraging stable popeace and social
order; improving mechanisms, regime and regulations regarding human migration;
controlling the population; strengthening and modernitgiegrmedforces.

(6)Mobilising social forces for development; regenerating natural resourcdgige them

more effectively and sustainably; expanding friendship and cooperation with countries in the
region and beyond; enlarging linkages and competitive capacitibe atternational level
through local and foreign investments; creating comprewenairastructure systems; and
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formulating policies to encourage investments into every economic sector, especially in pre
identified hubs.

(7)Promoting industrialisation and modernisation, with a focus on sectors and regions where
there are supportiveoaditions and potentials; reducing development gaps (with other
nations); implementing mega projects most effectively to create a strong industrial
foundation; and encouraging SMEs, cooperative entegpard household enterprseo

utilise newer technobies for improving theiproductivity andincreasing theieffectiveness.

4. Targets of Seventh Five-Year Socio-Economic Development Plan

4.1 Macro economic targets

AThe plan aims to ensure a GDP growth rate of at least at 8% per year. The agriculture and
forestry sector is slated to grow at 3.5% annually, to form 23% of GDP by 2015; the
industrial sector to grow at 15% annually, to form 39% of the GDP; and the sesei®er to

grow at 6.5% annually, to form 38% of the GDP. It is estimated that by 2015, the GDP per
capita will be aboutSD 1,700 at current prices (exchange rate at 8,500 kiS).

Avaintain theinflation rate lower than the growth rate skekpthe exchange ratestabléhe
fluctuation of kip value against major currencies will beaahaximum level of 5% per
annum

Ancrease average export value by 18% anicrease imports by 5% per annum;
manufacturing industry and handicraft sectwshave growh ratesof maximum 13% per
annum ando account for 15% of GDP; establish household economic cooperati@tanit
cover 50% of totaKumbans; and strive to increase the foreign currency reserves for meeting
import requirements for at least 6 months.

AThe economic structure moves toward tRarty direction It is estimated that private
consumption expenditure will be about 75% of the GDP, public expenditure (consumption)
8%, investment (state and private, combined) 32%, import 50% and export 35% by 2015.The
plan aims to ensure rational a balance of paym@@P) and current account balance;
control inflation to keep it at less than the economic growth rate; and maintain an exchange
rate (currency) stability.

My 2015, the budget revenue target (including grants) is estimated to be at 18486 b®

the GDR domestic revenue about-18%, and the budget defi@tms tonot exceed $% of

the GDP per annum. The target is to increase money deposit by 25.6% annually, or 39.5% of
the GDP.

Arhe growth procesaims to beenvironmentally sustainable and adhersabstandards, and
where possiblecreate jobs.The distribution of gainshould be equitable regionally and
among the people.

81



4.2 Targets of Economic Sectors

ARice productiorto reach4.2 million tonnes onatotal area ofL.04 million hectaresvith an
averageproductivity of 450-500 kilogram of rice per person peryearin orderto ensure
energyof 2,4002,500kilocalorie perpersornper day

Aexpand livestock to reach@b6 per yearpf which cattle2-3%, pigs 4% and poultry6%;

Arurn theirrigation into agrkirrigation developmenby applying machinerand electricity
covering 60-70% of the flatand mountainous cultivation areas 50% of the rice,
commercial grainandfruit trees cultivation area;

Muring the period of this five year plan, attptrto build 8 electricity power plargt with
capacity of2,862 megawadf attemptto expand22 kv mediumpower grid andoff-grid to
rural areaghat still lack electricityin orderto ensure80% of total househosthave access to
electricity by 2015. Prioritise the expansion of electricity taural areaas ameans of
achiewng the MDGs,

Aattempt to complete the link between Neitiddle and South power grid with 115kv in
order to balance the supply of electricity needs

Aattempt to complete the link of paw grid with neighbouring countries, especially Thailand
and Vietnam with 500kv

Aattempt to complete 75% oprodudion of geographicamining mag with a ratio of
1/200,000 and attempt to explore apmbcess importanminerals, such asopper plate
86,200 tons per yeacopperpowder298,000tons per yeargold bar6 tons per yearcoal
728,000tons per year, gypsum 6000,000 tons per year.

Aattemptto attract 2.8 million tourists per yeaxpand 35Motels 850 high standard resorts
and restaurds, exploreand expandatural, cultural and historic tourisittesto be granted
another 2 world heritage sites;

KConstruct and expand roads to link regibnab achieve 100% of the plaed targetand
attempt toconstruct districeind ruralhighways that link to focalareas andillage clustersn
orderto be able to travaduring at least one season in 201&greasdlight transport 810%
peryear;supplycleanwater to67% of totalpopulationin cities;

AExpand network and telecommunicatioservices in rural areato cover 90% oftotal
national househofgconstruct optic fibresystens of 17,192km; and expandnobile phone
numbersandlandline numberso cover80% ofthetotal population.

AExpand data bases and national statistic indices to beeiwiththe national development
situation.
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4.3 Social targets
Ay 2015, it is expected that Lampulationwill reach 6.9 million people withan expansion
rate of2% peryear. Womerof reproductive ages haepproximatelyd-5 children.

Anttempt to reducethe poverty rate to below 19% of the total population anchousehold
poverty ratdo below10% ofthetotal householslin 2015.

Ancrease ne¢nrolmentratio in primary education 8% bythe year2015;

Ancreasethe rate of studentswho continuouslystudy from Year 1 to Year 5 t®5% and
increasditeracy rate opeople inl5-24 age group t®9%;

MAReduce childnortality rate (<5years) to 70 per 1,000 live births;

AReduce infanmortality rate (<1 year) to 45 per 1.000 live births;

AReduce underweighaite ofchildrenunder5 years to less than 22%;

AReduce maternahortality to 260 per 100,000 live births;

Ancreaseclean wateusage rate to 80%ndtoilet usage rate t60% of thetotal population;
AControl malaria, tubercul@sand HIV/AIDSaccordingto the MDG targets.

My 2015, life expectanctp be 68 year¢male: 66; female: 70);

MMaintain unemploymentateunder2%;

Aattempt to reducehe labour ratioin the agricultureforestry sectoto 70%, increase labour
ratio in the industryconstructioamining sector and service sectdb 7% and 23%
respectively

Aattempt to buildat least700 cultural villages, buildat least100,000cultural families,and
build at leastd parksat thecentral levell in eachprovinceand lin each distrigt

Aattempt to increase number of womwamo arehigh ranking officials to more than 15%,
increasehe numberof womenwho aremembes of the National Assemblyo more than 30%
and increastherate offemaleworkers to40%

Aeffectively implement the 8d nationalstrategy onthe pathway to security by reduciribe
number of injuilesand deathcaused by UXO

Aattempt to improvethe quality of life of Lao peopleas well as attempting to achiethee
MDGs (details are annexed).
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4.4 Targets in natural resources and environment

AEnsurethe environmental impacts of development proegdsiring the plan are minimal;
develop and protect forestry to cover 65% of the total land area; and build Lao PDR as one of
the greener countries in the \Wayr

ACompleteland allocation; identify development zones and land use areas, especially areas
with forest cover, i.e. conservation areas, production forests, protected forests, and
watersheds;

Marticipate inthe campaign againsglobal warming, climatechange and pollution.
Participate in preservingiineral resources (presermgine area of more than 65% othe
total area of minespreservdand,water and air;

Ansure high alert in preventintaturaldisaster, particularlyforestfires, droughs, floods,
and river bank and mountagmosion.

MRestoreheenvironmentffected by disasters the pastyears.

Ansure water resource managemertheMekong River basin and other important Mekong
River branch basins

Ansure environmental protection iiti€s, communities (villages), national highvgapublic
placesbased orthe pringpleof &égr een, c¢clean and beautiful é

4.5 Targets on international integration
Axpand international trad@crease internationdatade to GDPratio from 83% in 2010 to
100%or more in2015;

Achieve the target of full integration intothe ASEAN Community by 2015, which is
constituted othe three Community pillarsSecurity Economic and SootCultural as well
asto bedrugfreeby 2015;

MBecomeamember otheWorld Trade Organisation;

Adchievethe Greaer Mekong Sukregion (GMS)Cooperation Plan and triangle development
Lao-ViethamCambodia (CLV)Cooperation Plan.

KContribute to the establishmentadrugfree ASEAN by 2015

Marticipate inGMS cooperationthrough participatingn ASEAN international commission
and cooperation with Mekong swbgion countries: GMS, CLV, and CLMV.
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5. Forecasts for macro balance

5.1 Balancing Investment

In order to ensuréhe economic growth of 8% during021-2015, a total investment of 127
trillion Kip or 32% of the GDP would be requireBlease findmore detailed information
below:

Alnvestment from th&overnmentbudgetwill account for10-12% of total investments, or
equivalent to 1215 trillion Kip (USD 1,5031,800million) over the five years. Thecus of
state investmeris on the development ofkey public infrastructuresimplementation othe

g oVv er nrpeonty @mjects; cofunding to implement grant and loaprojects;
development of primarpublic utilities; supportingrural development, poverty reduction and
job creationinitiatives; establishingmodel projects for developmergnd Development
Villages (Kumbans phathana), development ifmote areas, border areas, and other areas in
acute red of resources; apdomotionandpreservation ofhe national culture.

Aofficial Development Assistance (ODAWwill account for 24-26% of the total
investmentgqual to 8-33 trillion Kip (USD 3,5003,900 million) over the five years. This
resourcewill be usedto achievethe Millennium Development Goals (MDGs) arfior other
social developmentfor example, human resource development, poverty reduction and
improving peoplé welkbeing, higher quality education, and health and nutriff@achieve
thesetargets USD 780 million ODA needs to be mobilizeghnually.

APrivate Domestic and Foreign Direct Investmemtl account for 50-56% of total
investment, or equivalent to &4 trillion Kip (USD 7,4008,300 million)). This resource

will be expendeadn commercial projects in which the country has a comparative advantage.
These investments will help modernise the economy, create jobs, and Eoed&teengthen

the basic infrastructurd.o achievethesetargets,USD 1,600 million needs to be mobilized
annually.

ABank Credit and Communities6 | nRofttotet nt s
investments, or equivalent to-13 trillion Kip (USD 1,5001,800 million).The investments

are expected to promote production in small and medium size esgstpand boost
production from household and production groups. In order to achieve these goals, the credit
amount is aimed at an average 3,000 billion Kip per annum. If the stock market is launched
as planned, it is believed that fresh funds could ksedaito bring about positive impacts on
sociaeconomic development.
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+ Fund allocation from the&sovernmentbudget has to follow the budget law, public
investment law, and management levels:

ABased on decentralisation
1.The centrdGovernmentinanageshe type | projects

2.The sectors (line ministries) at central level manage the type Il projects that cover many
provinces

3.The local manages the type Il and type Il projects that are implemented in each province.

Mased on sectors

(1).Economicsector: This sector accounts for 30% of the total investments or about 38,000
billion Kip (USD 4,500 million), compared to the Sixth Fi¥eear Plan, this is an increase of
about 15 times or about 6% investment in economic sectors in thigefareplan. Inaverage

in each year about 7,600 billion kip (abouSDO00 million). In order to meet these
requirements, it is estimated that the banks will be required to release credit equivalent to
1,220 billion Kip per year on average (or abalSD 143 million peryear), alongside
domestic and foreign private investments of 6,400 billion Kip per year (b8t 752
million).

(2).Social sector: This sector accounts for 35% of the total investments, or equivalent to
44,500 billion Kip (aboutJSD 5,240 million), whit is about 8,874 billion KipySD 1,050
million) per year. Compared to the previous Fiear Plan, this is an increase of about 7
times or about 14%. These investmeni be usedfor achieving theMDGs. In order to

meet the targets, the government nprstvide resources (national contribution budget) worth
2,000 billion Kip USD 240 million) per year to implement ODA (grants and loans) projects.

(3).Infrastructure and construction: This sector accounts for 35% of the total investments or
approximatey 44,500 billion Kip (USD 5,240 million), which isapproximately8,874 billion

Kip per year USD 1,050 million). Compared to the Sixth Fiveear Plan this is &ve-fold
increase or 18%. These investmenifi be usedfor sociceconomic as well as physical
infrastructure. In order to meet the targets, investments worth 8,215 billionJ}sp 960
million) per year from domestic and foreign private sectors and credit from lzaBks
necessary.

+Debt service for domestic and external borrowings will foll@mtcactual terms, and should
account for 35% of domestic investment.
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5.2 State budget balance

Total revenue collection during the next five years is projected at 9@#ldH Kip or
approximately19-21% of GDP. Compared to 20@®10, the total revenue collectios
projected todouble Of that, domestic revenue is projected at 66,079 billion Kip (16.6% of
GDP or in between 168% of GDP), tax revenuaccounts ford7.17%, customs revenue
accounts fo 32.39%, land use taaccounts forl.34%, and sales of stabened assets
revenueaccounts forl2.10% of total domestic revenu&he government will strive to
mobilize grants to meet 24,328 billion Kip (betweeit% of GDP)

Public expenditurever five years is projected at 103,716 billion Kip (between282% of
GDP), of which Publi¢dnvestmenProgrammes will bebetween 1412% of GDP

Fiscal deficit is projected at 13,309 billion Kip or in betwees?3 of GDP

5.3 Expenditure and savings balance
- ensuresavings accumulated in the banking systeath39.5% of the GDP per year

-maintainthes t at e 60 s appeosineately2-&% of mational revenuper year, in order to
use them iremergencies such astional security, natural disasters, food shodagéverse
effects orp e o pliveéihdas, or sudden change in petroleum prices.

5.4 Import and Export Balance

In order to keep impastand expor balance, the trend of capital inflows from foreign
countries has been studigcapital is expected to increase due to the launching of the stock
market by eneé2010, and inflows of revenues from the Nam Theun hydropower project
(through export of electricityfrom2010 onwards)thereforeit should be posble to bring

about a better balance between imports and exports in the economy. It is believed that these
flows will also help to increase the foreign currency reserves for meeting import requirements
for at least 6 months.

5.5 Labour balance

In order toensure thathe labour structures alignedwith industrialisation and modernisation
adaptation and matched with sectoral growth, the proportion of workers in the agricultural
sector is expected to reduce from 75.1% in 2010 to 70% in 2015. Correspygndiegl
workforce proportions in the industrial sector are to increase from 5.5% to 7%, and in the
service sector from 19.5% to 23% in this period. In 2015, it is estimated that the demand for
labourwill be 3.26 million; however, the labour suppiil be 3.17 millions. Newworkers

are estimated at 277,000 (on average, 55,000 workers per 38&/000in the agriculture
sector 14,000 inthe industrial sectqgrand 53,000in the service sectorTherewill also be
additional labour requirements; in tlam estimated 190,000 in thrext five years in the
industrial and service sectofBhus, in order to meet the demand for workers in industry and
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services, wor kersd movement 14080new éntramtsnin agr i c
these sectorwill be required. For thegap 0f50,000, a policywill be required for improving

the skills of workersparticularly at professional vocatial schools and technical training

centres tancreaseskilledworkers in both quantity and qualityn addition, there shaédibe a

policy of tracking domestic and foreign workers for matching labour demand with supply at
different times.

[I. DIRECTIONS and MAIN TASKS of THE FIVE YEAR SOCIO ECONOMIC
DEVELOPMENT PLAN VII

1. Rural Development, Poverty R eduction and graduation from the least Development
Status
[1]. Direction:

Poverty, rural development, aiggdeduationfrom thestatus of leastDevelopedCountry are

the core tasks of socieconomic development and political process. They are expected to
have a long er m ef fect on t he countryoOsraisedevel op
continuouslyatthe Party Congress Meetings. Resolutions of the Party €ssigoarticularly

the Ninth Report of the Political Agendare among the big political tasks of the Party and

the GovernmentPoverty eradication and rural development are ey priorities of the
Seventh PlarTherefore, the direction on poverty retdan and rural development should be
focused on changing all aspects in rural areas by paying attention to poor households,
villages, andKumbansnationwide and also remotely located Kumbans that have minimally
benefitted from various programmes umdw. The approachemclude carrying out rural
development, and transformg the country to be green and clean, abundant in forests
(including rain forests), water, and fresh air. Establishing villages and Kumban development
is the starting pointgor finding solutions as per the four targets and four contents set by
Central Party Committee decree no. 09/CPC and additional decree no. 13/PM and no.
03/CPC date@0May 2011. The contents of the decasmto encourage people to focus on
strengtheimg capacityat grassroots levegnd improving the political system and national
defence and security frotime grassroots level. Economic development and improvieg

living standard of people are the key to achieg the MDGs to increasegrassroots level
access taevelopment and reduce the gap between rural and urban areas.

[2]Targets for 2015

A Poverty reduction rate (heambunt ratio) should be less than 19% of the population, and
poor households less tha6% of the total households by 2015.

A Conduct pdicipatory planning at the village, Kumban and district levels in order to
implement poverty reduction projects in the most effective ways.
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A Implement programmes through the PovétgductionFundandincreasethe coverageof
the programme by thrdeld.

AMerge and reorganizemall scatterd villages to be mergednto bigger villages and
establish new commuieis (small towrs) to become a model in rural and remote areas-for 1
towns per province.

AResettle displaced people by developing newcatjtiral lands and living facilities for them
on a permanent basis, completely halt (and reverse) deforestation, and stop shifting
cultivation.

Avillage grouping, resettlement and livelihoods crosting: Continue Kumban
development and village grougin(and resettling) as artioverty and rural/human
development approach.

AExtend the road network to poor districts so as to permit travel throughout the year,
especially the districts of Dukjeing, Kaleuam, Samoua, Saisathan, Phonthong and
SaichamphonMoreover, expand road connectsio priority areas and central villages of
Kumbans.

AExpand rural electrification: The target is to provide access to 80% of the households across
the country, and extend permanent electrical networks to all municipalitie

[3]. Priority Programmes and Projects:

A0 governmentevelopmenpriority areas ard’halavek District; Longchang District; Ao
District, Vientiane Province; Sanluang Area and Namsium Area, Xiengkhuang Province;
Palane Village, Phongsaly Province; Nawis Area, Laungphabang Province; Laohoung
PiengsaArea, Houaphanh Province; Nangaeas, Champasack Province; and 54 other
priority areas of provinces.

Arojects on political training and strengthening public administrative capacity for local
authorities

Arojects on developing the revolutionary areas including Vilason Village and Vilason
District.

Arojectson developing village volunteers in the priority districts and provinces.

MProjectson resettlement and allocating permanent production andergsidnds to people:
priority is placed on 4Kumbans in Phonexay District in Luangprabang Province and 3
priority areas including Nongsane and Pounglath in Kasi District, Vientiane Province;
Phakbeuk in Bolikhan District, Bolikhamxay Province. Integratalbrscatteed villages,

which do not have any development potential or facilities, to be merged and reorganised to
become bigger villages, to be centres of economic activities and culture. They are to become
small towns and focal areas for developmenunalrareas under the direction of establishing
villages and Kumbans.
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Mrojects for establishing green rural areas: The activities herein include earmarking land
(including forest lands) in rural areas for forestatineserving land and forest withoutyan
activitiestaking placeon themin order toexpand green covage encouragingamilies to
preserve various types of forest, rehabiiitgtcommunity forest to again become green
foress which emit oxygen. All districts in rural areas have to establish projects for
maintaining and improving the green, clean, beauty of P& usingthe Lao Pilot
Programme Fund and other sources.

AProjecs to support commercial production and services: Tseseld be consistent with the
farming heritage of the Lao people. People should be supported with funds, technologies, and
marketing to ensure adequate earnings for each household. The aim will be to expand
agricultural techniques, creating service centoedistricts and Kumbans, expand financial
services to rural areas through agencies such as Nayobai Bank, village development funds,
saving groups, cooperative finance, and others. The government will promote cooperative
groups for production and serviesupport business sectors (especially small and medium
enterprises in rural areas by establishing away association between the producing groups
and markets), link rural markets to those at Kumbans to minimise market/price risks, and
establish commaty production models in villages and Kumbans for demonstration and
transfer lessons to villagers.

APromote agricultural production relating to industrial processing and services in rural areas,
by continuing to review and set the potential and alitityaise crops, livestock, and services
more intensively.

Mevelop basic infrastructure for so@gonomic development in rural areas: The aim is to
construct and expand roadcess to the centre of a Kumban, between Kumbans, and for
access to productiomreas; improve, construct and expand irrigation systems; expand
telecommunications netwakincrease the coverageetdctricity connections; build schools,

health centres and clean water systems; build training centres, develop skills; and strengthen
trarsportation systems. There is a great deal of flexibility required in establishing new
settl ements and providing facilities to ensu
that community harmony is maintained. In this regard, effoilt also be made to ensure that

those Kumbans in the hinterland that have not benefitted from rural development
programmes untihow are especially targeted.

KCreate offfarm jobs forthe labour force irthe agricultual sector (with low wage) to ensure
regular jols and incomes for the farmers whiefil ultimately help generatincomes forthe
rural economy. Lao PDR can draw lessornsarnedfrom best practices in experienced
countries (more than 30 countries) to implement its national development.

Amprove the qality and access to educati@md health in rural areasensureeducation
standards arat least close to the district standards (both formal andforamal); make

efforts to solve the problem of teacher scarcity and unqualified teachers; establishratel ope
primary health insurance systems for the community, and increase access to health care
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services; attend to health protection and nutrition of mothers and children; and promote heath
education activities.

Arojectsfor establishment of village artlimbandevelopment models

Mrojects foimproving the capacity of the government authority at the local levels
Mrojects fodeveloping informatiomndimproving povertystatistic ofthewhole country.
Mrojects foiskill developmentfor the youth inrural and urban areas and other projects.
[4]. Measures

Aach sector at the central level continue to work closely with the local level, focusing on
village and Kumban development and mobilising people politically at the grassroots levels
accordingto the four concepts and four targets. Additionally, build capaditivil servants

at the district and village levels to enable them to lead people in carrying out the actual work.

Anhance participation at the village and Kumban levels by buildipgbiities of the
concerned staff in the local and project areas.

Astrengtherthe organisations responsible for implementing rural development and poverty
alleviation programmes right from the central to the provincial and grassroots levels to enable
them to manage, supervise, monitor and report on the actual work.

MAullocate funds for the realisation of plans and projects using various sources: government
investment fung peoplebs contribution fund, policy
capitalsation, grants and (foreign) loans, financial institutions, international organisations,
nongovernment organisations (NGQ fundraising from various business entities (both
domestic and international), and domestic and foreign investors. Up16%0d the total
investment will be earmarked for investment in rural development and poverty reduction. In
addition, the aim will be to improve regulations and management mechanisms, using the
poverty development fund and community and village developmens,ftondffectivdy and

directly impact poverty and boost rural development.

Amplement the customs and tax policy, credit policy and policies of using other suitable
resources and mechanisms; encourage investors and entrepreneurs to invest in raral areas
projects that directly impact poverty; carry forward the new investment promotion law; and
implement the special development policy in the priority areas.

AStudy and formulate regulations to be references for implementing rural development
programmesreducingpoverty andhelpingthe countryto graduatefrom LeastDeveloped
Countrystatus.

Antegrate rural development and poverty reduction projects into MDG projects and activities
to ensure the common target use of mfidm the government, internabal grants and
funds from FDI.
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2. Sectoral Development

2.1 Economic sectors Development

2.1.1Agriculture and Foresty
[1]. Directions:

The Plan aims to develop the agriculture and forestry sector more intensively in regions
having the potentigdnd suitable preconditions for industrialisation and modernisation. Next,
the plan aims to ensure food security and encourage commercial agriculture for local
consumption as well as export. Agricultural productivity is expected to increase with the
application of newer scientific and technological metholireover the Plan ains to
increase the number of model families, stop shifting cultivation completely, regroup small
villages located in the mountains and encourage resettlement, provide laagdiomnent
basis) and regular work to the landless andetfial, protect the remaining forests and
reforest degraded areas (to make Lao PDR a green country), establish comprehensive
irrigation systems, raise land yield rates by improving upon the existingodse of
production, constitute production groups, and boost rural enterprises.

[2]. Targets:

|l ncrease the agriculture and forestry secto
added products to 3.5% per year on average,
shareto 23% in the year 2015. Details are as follows:

1. Food Supply:

In the five yeardbetween2011and2015, there should be sufficient production to meet food
demands. Part of this will be used for consumption and reserve, and part for export as a
commercial product.

The main items in the food and agricultural forestry semmprise of:

1. Total rice production should reagh2 million tonnes, grown in 1.04 million hectares by
the year 2015. Breaftown 2.9 million tonnes produced in the rainy seasof740 thousand
hectares, 1 million tonnes produced in the dry seaspB00 thousand hectares, and 0.2
million tonnes upland productioan 100,000 hectares. It is expected that the average rice
productivity will reach 4 tonnes per hectare, which would average t&@8&g of rice per
capita, per year after accounting for expaf raw and processed food for export. This should
ensure fooehutrition equivalent to 200-2,500 kilocalories per person per day by 2015.

2.Meat and fish production: Meat prodsctim toreach221 thousand tonnes and aquatic
production (fish, prawnand frogs) 157.2 thousand tonnes;average 53 Kg per person per

year, sufficient to meet the consumption needs. In urban areas it is slapguiaimately63

Kg per person per year, and in rural areas 48 Kg per person per year. The share of livestock
and fisheries in agricultural GDP is expected to rise t&l3%. In terms of growth this
should grow by 4% annually, including -3% for cattle, 4% for pigs, and 6% for poultry.
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There is a need to hiia services of 22 volunteers and veterinary professals, who would
be stationed in each villagdt will also be necessary taleocate for vaccinatiaifor large
animals to reach 50%f all nonfarmed animals and 95% of farmed animals.

3.Corn, vegetables and fruits: Target estimates of corn productiappi®ximately228,4
thousand tonnem 20 thousand hectares; taro and cassava, 303.5 thousand cor2ié8
thousand hectares; fruits, 700 thousand tormegl5 thousand hectares, andgetbles
products, 1.5 million tonnemn 110,000 hectares.

ACommercial Production:

2.1. Grain cultivation: Promote rice production, for example Kao kam (black rice), Kao
kainoi, Kao takiat, Kao hom, new rice breed, Kao sea air 203, and Kao tadorkhatimend
rice breeds. Extend cultivation asday approximately 25@00 thousand hectares annually;
cultivate more than 1/3 of the rice area using merchandised methods; create a marketed
surplus of 5061,000 thousand tonnes per year; produce 1,170 thousandsbf corn for
animal feed in 213.3 thousand hectares; produce more than 55.3 thousanaftaoffeson

65 thousand hectares; produce 29.75 thousand tafirseybearon 17.5 thousand hectares;
produce 2.15 million tonnesf sugarcaneon 50 thousandhectares; produce 100,000
1500,000 tonnes of rice seeds; produce 4/000 tonnes of corn seeds; produce 26,000
50,000 tonnes of soybean and other grain seeds-BD000 caw breeds; 2€8D0 million

fish breeds; and 10,065,000 tree seeds and otheys20615.

2.2l ivestock: boost cattle exports from approximately 100,000 cattle heads in 2010 to
140,000 in 2015.

2.3. Foresproducts:aim to collect 21.5 million lines of rattan, 0-2 million bamboos, 1.0
12 thousand Laf firewood keekang 28,500 tonagandmarknang4,500 tonnes.

2.4. Industrialgrain: a the end of the 2015, industrial trees should constitute about 80% of
the total trees planted. The target is to plant industrial trees of 621 thousand cubicahetres,
which 96% will be teak (equivalent to 600,000 cubic metres), 10,000 cubic metres of
eucalyptus, and others.

3.Forestry:

3.1Increasehe forest cover t65% of the total land areaggenerate the natural forest3r®
million hectares, and reforest 20tbusand hectares by 2015.

3.2Surveyand classify 60% of the forestby forest-type,and expand the certified forest
area by 10% of the total production foredty 2015.

3.3Strengtherforest management and prevent destruction of forests by making efficient use
of forest funds.

3.4 Protectthe environment and reduce activities that affect climate change.

4 Irrigation:
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Turn theirrigation into irrigated agriculture by applyingiachirery andelectricity, covering
60-70% of theflat and mountaiaus cultivationareasor 50% of the rice, commercial grains
and fruit treescultivation areaExpandthe field forlivestock, fishponds and other aquatic
life which are demanded by tleciety. By 2015, the irrigated area the dry seasors to be
increasedo 300 thousand hectarescluding 200 thousand hectarés dry seasonrrigated
rice and100 thousand hectarésr othercrops The irrigation systems are also expected to
provide watera 500 thousand hectares in the rainy seaswhyding300 thousand hectares
of seasonal rice.

5.Experimentandusetechnologyin agriculture:

There is need to strengthen the existing 216 -&mestry technical centres to undertake
research so that there able to transfer technical knowledge and provide services to farmers.
They should ultimately become service networks, serving the production needs of the users.
It is envisaged that they will expand to more than 500 centres across the country by 2015
Research will also be conducted to identify good quality breeds of rice, corn, cattle and
fishery.

Uplift the productivity by efficientuse ofland andseedsand tensformagriculture to serve
industrialization and modernization.Rural developmentshould be linked with poverty
alleviation,irrigation constructionand research and developmémtcreate model agriculture
production such as irrigated agriculture development, rice seed produatidrgnimal
quality breeds.

Research measures for distriionandquality of sanitary and phytosanitary 8PSmeasures
through allinternationaborders.

[3]. Programmes anHriority Projects:

Aocus on food programmes and commercial production programmes to ensure sufficient
supply to the domestic matkeFocus on irrigatedgriculture projec which means
construding irrigation with agriculture development in order to imprdke living standard

of the people. The characteristics of irrigatagriculture projects are: (ljrrigation
construction projets need tabe construcedin places with water flow from high land to low

land to ensure the effectiveness and efficiency of the investment. The instgiatdtake

into account comprehensive agricultural developmé2} it has to process agricultalr
products in the project area for domestic consumption and exg@restablish village
development in the project (irrigated) aréa;create employmerand produce food in this

area for people who resdh the project area. Irrigatieagriculture projets are as follows:

AL. Irrigatedagriculture project at Nammong and Tanpile the left side of Ngam River
whi ch covers Viacostof Ahbdliorkip;pl ai n with

2. Irrigated-agriculture project in NamTurn 2 at water dddo. 1, 3, and 4 whlt covers
Sebangfai s pl ai n, Kabostofri4 0BAhbilierKigr ovi nce, wi th
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Arrigated-agriculture project in Houitout, Soui, and Lahanam which coS8eb&nhieng plain,
Champasack Province, wigicost of 14,033 billiorKip;

Alrrigateda gr i cul ture project in Namsoun which co
Plain, Borikhamsay Province, withcost of 153 billiorKip;

Alrrigateda gr i cul t ure project in Senamnoy which ¢
cost 0f289 billionKip;

Alrrigateda gr i cul ture project in Sesalalong and
with acost of 484 billiorKip;

Alrrigateda gr i cul ture project in Namsan which cov
with acost of 161 billon Kip;

Alrrigated-agriculture project in Nammao, Namnan, and Namngeum which covers Xienghon
Di str i ct Oaxostofp3b7abilliorKipyi t h

Alrrigateda gr i cul ture project I n Namaoun and Namg
with acost of 510 bBlion Kip;

Alrrigatedagriculture project in Namlong, Sopbao District which covers plain of
Meungkoune Village, Samtai District, Houaphanh Province, avttbst of 229 billiorKip.

[4]. Measures
1. Application of modern technigues and technologiékraise productivity

- Application of modern techniques and technology: Modern seed dropping n®chine
mechanical harvesting (and use of other machines), insecticides machine and so on, are
expected to increase productivity. At the same time, it isgsegy to extend rice production

in areas having favourable aeggbmatic and other conditions to enable efficient use of
machines to reduce the cost of production and retheseimber ofworkers

- Since village development is linked to developmentsagmiculture and forestry, it is
important to concentrate on agexchnologies and setting up information service centres to
spread these technologies, especially in districts where resettlement is carried out.

- Agricultural production must be stronglylaged to processing industry and sale.
2. Source of funds and tax policy

These are from the government budget, domestic and foreign private investment fund, grants
in aid and loans, bank credit, and contributions from the population

The tax andrade policies would be favourable to developing mar&atl market networks,
ranging from wholesale to retail, and production management (including storage and
transport services), cold storages, processing factoriesmiilse small abattoirs and
livestock feed factories.
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Therearelessondearnedfrom various forms of investment in commercial tree plantations,
i.e. 100% concession, form 2+3 (i.e. 40% contribution from labour and 60% from investors)
and so on, to avoid adverse impacts that resultga @ benefits to the state and people.
Establishing a database on the land and providing information are essential for the plantation
business.

3. Production, processing and marketing

Agricultural production has to be relatéd irrigatedagriculture; increase productivity of
commercial agriculture products; set aside sufficient land for food production; and
concentrate on comprehensive and systematic development of seven priority plains and
mountainous areas in the north.

Improvethe organisation of production anthe economic structure from grassroots upwards
by strengthening production groups in regiomsh developed agriculture, and establish
newer forms of collective production groups as protatypetegrated with systems of
service salepurchase, processing systems, communication, treasury and credit.

4. Personnel Development and Training

There is a need to develop personnel by upgrading the capadtaff, who have village
veterinary knowledge and skills, for egghority regon that lacks advisory and supervisory
staff. Each group of villages needs Jersonnel to assist and lead villagers in the actual
work. The need for development and training will be defined in detail.

Training and demonstration programmes will be tady organised on cultivation and
livestockraising, maintenance, and newer techniques to ensure higher productivity.
Moreover, it also includes meassite mitigatethe risk fromdroughtandclimate change.

5. Management, legal instruments and policy

Issues, measures and policies concerning quality inspection, standards and disease prevention
will be instigated

- Review the declared legal instruments to identify missing points, wea@sassl
difficulties in the management, protection, developmeut ase of forests and land. Then,
improve these legal instruments.

- Implement the policy of land and forest allocation to villagers to protect and use them;
facilitate each farmer family to obtain land title; and halt slash and burn cultivation.

- Efficiently manage forests to increase green zones by covering the country with natural
forest; decisivelyacklethe problem of illegal logging and deforestation and revive protected
forests, reserved forests and production forests, sustainably.
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- Carry out measures to revive forests by defining zones to be revived, conserved and
protected; improve the quality and variety of revived forests by planting specific types of
trees.

2.1.2.Industry and Commerce
[1]. Directions:

Attempt to develop industry amtbmmerce in both quality and quantity; maintain balances
between demand and supply; and enhance the capacity of industry and commerce to compete
in domestic and export markets, especially in gguxessing. Small and medium enterprises
have a special rol® playin promoting industrialisation and modernisation, in turn resulting

in rapid economic growth. The aim will be to attract domestic and foreign investments to
invest greater quantities in the processing industry for which industrial zones and mndustry
assocations will be created at different levels. Attempt will also be made to promote
handicraft production (a heritagef the Lao people), and also expand products already
established in the markets. Economic cooperation with international agencies will be
cortinued to ensue the benefits of integrating the economy into the region and at
international levels. The country is already preparing to be a member of the World Trade
Organisation. For achieving all this, the country will try applying new technologidgran
personneln orderto strengthen human resources.

[2]. Targets for 2015:
1). Processingndustry:

Strive to expand the processing industry at an annual average rd8oaind thesector
should achieve a GDP share of not less @4 by 2015, for example wood processing
garment factaes food anddrinks processingconstruction andhousehold factéesto cover
80%of thetotal processing industry.

2). Handicrafts:

To develop and exparfthndicrafs at 15% per yearby encouraghg main products such as
cloth, cotton and sillkat 20% peryear, silvergold productsat 18% per yearandwooden art at
16% per year

3). Trade:

Strive to expand the volunad tradewhich should growaton averagd 1% annually Exports
are to grow at 18% per aam. Strive to clear therade deficit , andurther more strive foa
trade surplugn the comingyeass. Locally made goodshouldhave a share equivalenit 50%
in thetotal goods marketed in the country.

4). Market Expansion:
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Ay 2015,expandretail marketsor store coveto 80% of groups of villagegin the centre of
econonic andculturalrural are&), formulateeconomic cooperation uniter peopleto cover
approximately 50% groups wgfllages; expand theemotearea market place @0%

AExportmarket: increasingf exportratio to the market inAsia account for60% especially
ASEAN, China,Japan, South Koreand Taiwan;in Europe market30% (includng EU,
Norway, Switzerland, and RusgigOceania 10% in AmericaandAfrica 3-4%.

Amport market: The Asia market is still mairimporter accounting for75% import from
Europe 1819% America 2-3%; and Oceania and Africa2-3%. In particular import
equipmenfor industrialproducton to support priority industrigbrojects; to reducenport of
raw materiad to encourage promain ofdomestic production.

5). Adaptation andPriceMangement:

Ao establishan organization that systematicakpnductsmarket forecass (goods and

prices) through research, analysiand monitoling of demand and supplyrends. . The
further aim is to control price fluctuati ons
affected.

[3]. Programmes andriority Projects:

Support implementing of garment modernization prgjettacostof 38 billion Kip, sugar
factories, steel factories, rubber processing factories, paper factory (OJI conqogmgy,
processing (electric line) factory, and coffee processing factory. Continue implementing
projects supporting improvemenf commodity inspedbn systers (lighting), funded by
loans from China (1,683 billion Kip); industry association establishment project in Vientiane
Capital costing 654 billion Kip (funded by two sources, including public budget and loans
from the Government of Japan); andjpod of seeking of markefor the sale dfao products

and others.

[4]. Measures

1. Applying modern techniques to the mechanism of production, especially processing, to
enhance the quality of exported produsaisthat theyhave a higher value améncompete in
the market.

2. Production, price and credit promotion:

Aattract investment and use human expertise from all sectors to construct basic infrastructure,
especially for constructing various types of markets: wholesale markets, retail markets, rural
markets, and bordered markets. The aim will also be to set ugidacfor processing
products after harvesting and storing them.

A stablish and promote funds for keeping agriculture pstable and predictable. For this, it
would be useful to set up economic cooperation groups (or units) with firm links between
producers and buyers. The aim is to manage goods markets and prices, with a view to
maintainng economic stability and proteot customers.
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A-acilitate a greater role for finance and credit in the market to facilitate the import and
export business. Amongther activities, the aim is to increase coordination between different
sectors that support production and trade; in other words, support and promote a close
relationship between production and marketing (in both domestic and international markets)
through advance arrangements.

Anpply all effective export promotion methods, such as exhibiting products in both domestic

and foreign countries, advertising through different mass media (including through Lao
embassies in foreign countries), spreading inféionahrough trade representatives, training

i n business information dissemination, openi
of products, and meeting international standards.

3. Building human resources and training:

Astrengthen national indtry and commerce; upgrade staff and workers who have talented
skill to work in production, businesses, and imgeport activities.

Aold training programmes and organise seminars for business owners (and all others
associated with economic sectors) wrarketing techniques, doing business in a market
system, and establishing harmony with international and business laws.

4. The law and legal aspects:

Make the | afwieddugdpnesasnd gradually become
situation in domegt and international step markets, through reviewing and improving
existing lawsgdraftingnew rules and regulations, and revisiting other legalities.

5. Invite foreign capital of high quality that adheres to the principles of fair business practice
andenvironmental regulations. They should also preferably create jobs for local people and
enable transfer of technology.

2.1.3Energy and mining
[1]. Approaches

The following approaches have been identified:

Energy and mining sector is a strategic sector in th@khort and long termit is an energy

sector and it aimto serve the society and generate income to accumulate capital (resources),
to be expended oeatonamicaevaelopreniltisinporant © casdviog
standard of the people and becoma baftery of ASEAN. Energy and minings a core
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sector of modernization and industrialization. Natural resources, including water and
minerals, must be used effectiveWile presering and potecing the environment.

Development in the power sector is focused on using, developing, and expanding hydro
sources, coal and renewable energy for environmental friemdlsgy expansion of lines to

meet the twin objectives of supplying electricity che st i cal |y f or count |
and export.

The aim of mining development is to caroyut geological and mineral surveys to do
preliminary mapping and exploring of various minerals sites to assess their quantity and
quality. This will help assesshe investment needs. Finances will be sought from
international organisations to invest in the excavation and processing of minerals. Mineral
milling facilities will also be created, with the ultimate aim to produce finished and semi
finished products,rad phase out exporting raw minerals in finere,

[2]. Targets for 2015
1). Hydroelectricity:

Construct medium and large hydropower projects in the Northern, Central and the Southern
regionsto have enough electricity meet domestic demand by the yda:. Puring the

period 20112015, complete construction of 8 power stations with an installed capacity of
2,862 MW which will produce energyf 15,321 GWH per year and construct 10 additional
projects adding up to 5,015 MW of hydropower and codtiS® 11,205 million.

2). Expansion of electrical transmission Bne

Expand medium voltage lines of 22 KV, and-gffd electricity to remote rural regions
presently not having electricity, so that 80% of the total households across the country can
use electricityby 2015. Carry out integration of power grids between the NorGentral

and the Southern parts of the countrigh 115 KV transmission lines systems and strive to
connect 500 KV transmission line system with neighbouring countries, especially Thailand
and Vietnam

3). Exploration and process of mfne

Plot a geologicami ner al map on the scale of 1/200, 00C
on a scale of at least 1/50,000.

Manage to excavate some important mineral ores and process them into feesiied/
finished products before selling them, i.e. lignite (13 million tonnes/year), kali salt in
Xaythany District (100 thousantbnes peryear and increase to 500 thousand tornpers

year), Explore and process kali salt at Nahong Village, Thakack Digtiih@mmouane
Province (100 thousand tonnes per year) and expect to explore more kali salt in Nongboke
village. Moreover, produce copper plates (86,200 tonnes per year), gold bars (6 tonnes per
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year), coal (728,000 tonngeer year), copper dust (298,000 t@msperyear), and gypsum
(600,000 tonnepetyear).

Strive to complete construoti of a metal smelting plant in the North (Vang Vieng District),

and aluminium processing plant in the South, explore and process gypsum in Khammouane
and Savannakhet Provincesplore coal in Xiengkhoung Province, small iron mining in
Phongsaly, and others.

[3] Priority Programmes and Projects:

AContinue implementing the 22KV electrification project in six villages, Soukouma district,
Champassack, costing 8.5 billion Kipofm t he governmentdds budget
completel by 2012; and complete projects for which contracts have already been signed
(PDA) and work is under construction, such as Nam Geum 3 (costing 8,916 billion Kip, to be
completed before 2016). ImplementOB0/ electrification project in 10 Northern provinces

cosing 535.5 billion kip.Furthermoresome mining projects are prioritised, such as Salaco

Project (Bauxite) in Champassack province; aluminium mining project in Attapeu province;
Phubia mining; and dd and copper mining at Sepon (see appendix for further details) and

other projects.

[4]. Measures
1) Fund mobilizatiorfor development

MRaise foreign grants and soft loans for efficient use in creating pgeverating capacity
and related infrastructe; invest in mineral exploitation where there is potential (maximising
government benefits); and cawyt fundraising from all economic sectors in the society.

2)Use new technology in conducting surveys, exploration and processing mine

A egalise mine exploration and processing activities, and encourage the sectors to observe
regulations. To maximise benefits for the state and people, use various measures against
those who violatéhe law in the power minerals sector.

A Capit alniassetsdn the @awerarnid mineral sector for the state to maximise benefit
from them.

3) Improve laws and regulations

Amprove policies, laws, regulations, coordination mechanisms and procedures. The scrutiny
of documents by government officials will baster and more transparent, to attract more
investment in the sector.

Alaborate strategic plans inpoogrammesnd detailed projects to enable realisation.
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4). Environmental Protection and Human Resource Development:

A Use water sources, minerals and other natural resources effectively and economically, to
ensure sustainability of the environment

A Enhance human resource capacity (in both quality and quantity) especially in the field of
mining.

A lmprove organisationf the energy and mining sector, and increase efficiency of all staff at
all levels from cenal to local levelsso thatpersonnetan ensuré¢his sector growrapidly.

5). Provide mining concessions in a transparent manner following internationally set
standards and maximize national benefits from them.

2.1.4 Public works and Transport
[1]. Directions:

Continue developing the public works and transport sector to form the core for upgrading
effectiveness in commercial production. It is to become tivindrforce for industrialisation

and modernisatiorip facilitatethe movementf goods and people all over the country, and a
harbinger of national defence and social security. It can integrate regions, making the country
linked from north to south and from east to west.

[2]. Targets for 2015
1. Road Construction and Inland Traoggtion Development

AContinue to develop communication and transportation nesforlbetter connectivity with
neighbouring countries and along the regional economic corridors (such as thsoubinth
corridor and eastvest corridor), and rehabili@existing roads to become usalylearround.
Among the important targets is to create highways of920rKiength

AConstruct district municipal roadsnd rural roads to connect tpriority areas and some
Kumban developmeat Effort will be made to have dtast gravel pavement for all roads,
usable for at least one season to reach 100% by 2015.

Konstruct important roads, significant for national defence and security, environment,
natural preservation, biodiversity and tourism.

AJpgrade the quality of thtransport services and safety of passengers and goods in order to
increase the passenger transport volume to 320 million people, wrad?vésincrease each

year. This worksout at approximatelyt8,000 million persoikilometres in 2015, i.e. about

10% ircrease per annum through the plan. The aim is also to increase the volume of goods
transportation to about 23 million tonnes, i.€/% increase per annum. This wor&st at
approximately2.2 billion tonnekilometres in 2015, i.ea 7% increase per annutirough the

plan.
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2. Construction of Waterway Transport

AKContinue to widen and improve waterways for increasing travel by boat (through the
Mekong River and its tributaries) since water travel is efficient and safe. This will require
managing and standasthg the riverside infrastructur® meetinternational levelswhile
alsopreserving the environment.

AConstruct ports at suitable sites; attesnpill be made to invite private investors to
participate in waterway transport development.

ARaise funds for protecting tHeanksof the Mekong and its tributaries, especially at sites
where the erosion is high; complete at least 50% of the task.

AConstruct waterways systems to be able to access the sea in Jouang, Vietnam.
3. Construction Devepment and Air Transportation:

Amproving air transportation service systeshtain new, modern airplanes for ensuring high
safety; strengthen aviation companies so that they can provide high quality services; and
increase flights to a larger numberoofuntries in Asia and Europe.

AConducting studies to upgrade and improve existing airports, construct a new airport that
can land a Boeing 747 aircraft in Vientiane Capital, and construct four airports that can land
Boeing 737 aircraft (at Luang Prabangiengkhuang, Savannakhet and Champassack).
Efforts will also be made to upgrade airports in Bokeo, Phongsaly, Huaphanh, Saravane and
Attapeu, to land 3B@eater planes. The aim is to meet the aviation needs betwedPDIRO

and other GMS and ASEAN countries.

Amproving the air services: Ugrade infrastructure, improve flight safety, modernise
aviation control, expand flight routes by opening medium and long distance routes to increase
the number of passengers, and improve the entry and exit facilities.

Anim to increase air transportation at8% per year

Anim to increase the number of flights at€%% per year

4. Development and Construction of Railsay
The tasks are to:
AStrive to completely construct the infrastructarglurbanservicesn 21 districts.

AKConstruct railway with complete infrastructure, capable of providing quality sesyice
transport more goods across the border on larger numbers of container vehicles; and divert
transportation from road to railway to decrease the cost.

AContinue making the master plan to survey, design and construct railways; determine
inter/subregionali nt egr ati on <corridor, i n particul ar
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distances in Vientiane Capital, expand connectivity eastwards to the sea (in Vietham); and
connect to China through noftiouth routes.

Mrepare an appraisal report for assesirgeconomic and technical aspects of constructing
railway lines between Vientiane and the China border (north), and Thakek and Pakse (south).

5. Urban Development and Water Supply

Amprove the general direction plan, identify protected areas (of asthi heritage, city

and natural scenerypreparedetailed drawing planof cities and groups of villages in
various districts. Continue to upgrade and standardise urban street networks and build
interconnecting roads to ease traffic circulation; improviean environment by building
green zones and parks; and organise residences befitting sanitary regulations.

AReduce road accidents to redticedeath rate to five persons per 10,000 vehicles.

AContinue improvinghewater supply in the bigger distts under the piped water (Nampapa
system) to reach 65% of the total number of people residing in urbaroateasountry.

AContinue to improve thevater supply system imain citiesand construct new systems in
smaller citiesand village groups. Thewater supply system must ensure good service,
cleanliness and sustainability.

6. Transit Service

AKontinue to construct and improve the emsst economic corridor and norsouth
economic corridor of the Mekong subgion; propose constructing a railyvhane between
Nongkai and Vientiane; initiate construction on the Lao portion of the Sing&ponaing
railway line; and initiate work on the norfouth railway along Road No 13, connecting
HouyxayBoten and PhoukhodNonhat, Xiengkhoung Province; and aking northsouth
and eastvest lines. Moreoverinternational and domestic airports will be upgraded to
becomemore modern.

Mursue development of special economic zones along the regional corridor and special
border zones such as Savannal®eto, Dasavanh (in Savannakhet province), Vientiane
Capital, Huayxaylonpheung, Kenethao (in Xayaboury), Boten (in Luangnamtha), and
Nonghat (in Xiengkhuang). Additionally, study other sites.

MDiversify and modernise production and transport service logidtog) ahe way from east

to west and from north to south (NR9, NR3, NR13); Furthermore, screening applications for
goods import/export permits, facilitating taxation, arranging transport, and assisting the
incoming and outgoing container vehicles to be nmooelern, convenient and faster.

[3] Priority Programmes and Projects:
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AProject for construction of high speed trains railway from Borten to Vientiane Capital
AProject for construction of roado. 1A, 1C, 1D, 1E, 1F, 1G, 1H

AProject for construction of roado. 15 B from Napong to Saravanh Province

AProject for paving of roaNo. 16 A

AProject for construction of highway from Vientiane CapitahgviengKasyLuang
Prabang

AProject for constructicmipgrading of road frorilardsaNampoung, Phongsaly Province

AProject for constructioipgrading of road from Viengphoukha 3 junctibiNammongla,
Luangnamtha Province.

A Project for constructiompgrading of road from Namkun checkpoint to Pakhayai Village,
Xiengkhoung Promce

AProject for constructicmpgrading of road from Houinamyorangtard, Attapeu Province

AProject for upgrading of roato. 4 from roadNo. 13 north to Xayabouly province to
Parkline to Kantao to Nakha to be completed by 2012

AProject for constiction of the third Mekong international bridge from Thakak to
Nakhonpranom

AProject for construction of the fourth Mekong international bridge from Houisay to
Xiengline

AProject for construction of bridge across Mekong River from Xiengngeun District to
Xayabouly Province

A Project for construction of bridge across Mekong River from Khokkaodor to Parkline
District

A Project for river bank protection at Sidonyang Vi#tadonpeung District, Bokeo Province

AProject for conducting survey on economic and technical aspects for construction of new
international airports in Vientiane Capital and Seno.

AProject for development of Vientiane and Phongsaly provincial muitgs, and other
projects

[4]. Measures
1. Fund mobilising for development of infrastructure

Kxplore raising funds (loans and grants) from domestic and foreign sources. Particular
attention is to be given to sources that do not have too ommgnitments and conditions.
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ATransform Law on Investment Promotion into real policies and mechanisms favourable for
creating an environment suitable for attracting domestic and foreign private investments, for
developing roads, bridges and other infladure items. Effod should also be made to

i mpl e me nt-OpgefateT r aBwsifled 6 ( BOT) approach,- and
monetised assets.

Aexplore potentiahewincome sources, manage the revenue collected from the infrastructure
users effiently, fix loopholes and leakages, and take legal measures against violators.

2) Improve and implement laws and regulations

Amplement regulations, decrees, laws and regulations in constructing and preserving the
infrastructure; carryout assessment ofié¢ standard of new constructions; and inspect and
repair existing constructions. The standard needs to consider the risk of disasters.

Avonitor and evaluate projects that use government grants and loans. M&E is to become a
law, to be implemented in aatisparent manner.

3) Apply modern techniques to improve the quality and efficiency of transport, physical
structures, roads and bridges (both construction and repairs)

4) Build capabilities of personnel in the civil works and transport sectors, egesiaessive
deployment of expatriates, improve schools and training institutes, and train government
officials at local levels.

2.1.5 Post and telecommunication
[1]. Approaches

Expand the coverage of telecommunications, postage, and high speed Intesemtetas
important drivers of the industrial sector and sustainable -smdoomic developmenand

additionally to become means of social integration at the-ragbional and international
levels.

[2]. Targets for 2015

AExpand the postal network into exy district and village area where the conditions are
favourable. Within the network, mechanisms for depositing savings should also grow in more
than 50% of the post offices in districts and target areas (defined in terms of their potential to
grow socieeconomically). In turn, these depasdan be lent out in the form of credit to
small producers, and to employees and staff of state enterprises.

Axpand telecommunication netwsrandservices taural areas aiing to cover90% of the
villages.Install17,192 Km of fibre optic lines.

Andd one more digit to mobile phone numbirsreasingrom 7 digits to 8 digits. Attempt to
expand mobile phone and fixed line connections to cover 80% of the total population.
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AGenerate revenues frothe National Authdty of Post and Telecommunications equivalent
to 175 billion Kip, raise revenues from postal services to 10 thousand billion Kip, and aim to
achieve contribution to the government equivalent to 3 thousand billion Kip.

Aake available modern technologi@s mail delivery, logistics, and payments of post
services;for example,payments by credit cards, letters sent throughads, and financial
services througk-post. Creatan electronic postal servieerosshe country.

Mevelopment aHligit postalcode to be consistent with district plans

Aonstruct -@a noaf greengeunetn c g nd i nspectiond stat.i
across the country.

KConstruct international and national gateways for Internet; complete at least two gateway
centres in theauntry.

Mevelop the Lao font for all types of electronic communication.

[3]Programmes anBriority Projects:
Aroject on frequency management equipment granted from Vietnam

Aroject on installation of disaster warning system at centrgbavincial levels (granted) to
be completed by 2015

Aroject on expansioof thetelecommunication network

Aother projects

[4]. Measures

1.Use new technologies to build favourable conditions for the post and telecommunication
and internet entreprexurs to carry out their business, develop infrastructure and modern
technologies (ICT) to enable people to learn, and use quality services at reasonable prices.

2.Policies and lawsimprove necessary legal instruments to fit with the changing socio
ecoromic situation in a globalised era. Disseminate policies and strategies on post,
telecommunications and ICT adequately, continuously and regularly.

Make an effort to achievihe above targets. Follow up, monitor, evaluate, and periodically
draw lessongearnedfor improving the strategic implementation plan.

3.Upgrade personnel in the post, telecommunication iatetnet sector to be comparable
with i1 nternational standar ds, and build wor
expanding demand.
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2.16. Public Finance and Banking
1. PublicFinance

[1]. Approaches

Focus on strengthening thinancial sector: accumulate foreign exchange, implement
macroeconomic policy in an efficient and stable manner, and seek more domestic and foreign
revenues. Theaim will be to expend these revenues efficienthr sociceconomic
development, and make efforts to gradually reduce budget deficit.

[2]. Targets for 2015

Attempt to raise the total revenue to-2%% of the GDP iffive years.

Halve thepublic expenditire at 2225% of the GDP

Limit the budget deficito no more thar8-5% of the GDP

Public investment should be not less than 12% of the GDP by the year 2015.
[3]. Measures:

1) Apply modern technology in the in tfieancial sector for greater efficiency and to create
acushion against unexpected externalities.

2) Management and policies

Almplementing the state budget directions No0.02/NA, dated 26/12/2006 and exercising
financial discipline; reviewing the customs and taws, policies and regulations to make
adjustments for unsuitable contents andiraglchew contentsnot yet included aiming to

ensure generation of larger state revenues; and boosting exports. The aim will also be to
establish appropriate customs and talicpes; policies on capitalisation of state assets; and
other financial policies to prepare for joining the WTO. E8Havill be made to strengthen
SMEs, so that they become stable sources of revenue.

AEffectively managing sources of income, collectirgyenues on time, and allocating
revenues to the provincial administration and the different sectors. The aim will also be to
centralise foreign exchange management with the government treasury; for instance,
revenues from export of timber, sale of eledly, and income from oveltight service fees.

ADefining the structure of investment with appropriate ratios; assuring reasonable balance
between the capital expenditure and administrative (and other recurring) expenditure;
maintaining theinfrastructure; taking up issues regarding capital investment management;

and discouraging the use of commercial credit for the capital expenditure.

ATaking strict measures to spend money economically in order to reduce unproductive
expenditure. The ainwill be to improve standards, and defitighter requirements for
administrative expenditure, according to the prevailing economic situation from time to time.
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3) Upgrading knowledgef the finance sector by organising regular training on finance and
financial regulations. Entrepreneurs and others in appropriate economic units should be well
versedn financialknowledge, through regular information dissemination processes.

2. Banking
[1]. Directions:

To stabilise the national currency: Strengtherang modernisation of banking would ensure
stability in the national currency and contribute to s@donomic development.

[2]. Targets for 2015:
Anflation rate should not exceed the rate of economic growth.

Mvaintain stability ofexchange rateand esure net foreign reserve tocover imports for
morethan 6 months

Aersuade saving deposit25.6% per year or 39.5% of GDP

Aattemptto increaset9% ofKip deposis of total depos per year and ntess than 50% of
total depos# by 2015.

Aattempt to increasesaving in order to expancredit tothe economic sectoby 22.9%or
32.9% of GDP, focusing on small and medium enterprises.

[3]. Measures

1). Stabilise the national currency through an effective implementation of the monetary
policy, exchangeate, and other foreign currency management policies;

2). Strengthen the management of commercial banks and other financial institutions, and help
them diversify;

3). Strengthen and stabilise the banking system in all aspects; integrate the nationial financ
system with the international financial system.

4). Provide more opportunities for local people to be able to access blanking.system

3) Capital Market:
[1] Directions:

Facilitate all necessary conditions for capital market incluéimabling thestock market to
function effectively and efficiently angraduallyintegratewith countries inthe subregion
region and internationdy.
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[2] Targets:

APromote and expand public companies to registérastock market at least 10 companies
by 2015

AExpand stock products to be registerethastock market such as stock

AExpand investment widely and firmly including investors in the form of indivilaat
institutions.

[3] Measures:

Almprove and create legal instrument to manage, deyetgperties andhe stock market to
become more modern including upgradinfe decree on readstate and stock market to
becomehe law on realestate and stock market

AMake a strategic plan for developing reastate sector for 2012020 asa referencefor
setting direction, policy, regulatisnand law on reagstate sector development

AEnhance capacity of personnel especially on effective-estate and stock market
management

ADevelop the Lao stock market to be more modern and move towlaed provision of
services on selling and buying stock widely both domeaticand in the region.

ABuild up human resources; provide various advertisements abowstate andhe stock
market

2.2 SOCIAL SECTOR DEVELOPMENT

2.2.1Education and HumarResource Development
[1]. Directions:

Educational development in this plan assumes high priority. Effort will be made to expand
opportunities for accessing quality education continuously. Educational policies must be
implemented with a clear vision to\adop all levels of education, in close conjunction with
national defence and social securltyis important to hild up human resources to serve the
people, and bring about gradual modernisation and industrialization in the country, closer to
international standards. There is a need to continue with reforms in the national education
system, uplifting its quality and widening access to opportunities for the people ait iarge
particular, ethnic groups, women and those deprived of opporturbiesieveloping
curricula, providing teaching and le@ng materials and prowviag training to teachers and
other staff tancreasechildrerd access to school arid promote gender equity in education

(to achieve MDG goals no. 2 and 3) and also to ensbedaace in education between three
areas: physical education, intellectual education and behavioural education (for character
building).

Develop education to be the core pillar of the society, supporting human resaancce
regarding peoplasdecisive edments in development. Effort will be made to develop human
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resources through imparting knowledge, revolutionary morals, good character, advanced
global vision, andknowledge on health. People should continue to conserve the national
culture, and at the sme time, acknowledge multicultural values. Various skills must be
developed among the people aocorédnce withactual demand in each field of work, to

improve themas professional workers: technicians, engineers, management staff, supporting
staff, etc. he purpose is to build L asothatetlep are 6 s sk
qualified and skilled and have a healthy miadd so that they can contribute to national
development process.

[2].Main Targets for 2015

Astrive to get 39% of the childrenf age group & years to enrelin kindergartens and
primary preparation classes.

ADevel op kindergarten teachersé curriculum e
institutions (in the provinces of Vientiane Capital, Saravane and Luangnamtha).

Alncrease primargchool level preparation class enrolment ferear old pupils to 55% by
2015

Alncrease primary school enrolmeat98%by 2015
AExpand childcare centres and kindergartens to accommodate 22% more children by 2015.

AcCreate favourable conditions to reduce repeating and droppirigby students at the
primary education level, to-2% per year.

Alncrease lower secondary education enrolment rate t075% by 2015.
Alncrease upper secondary education enrolment rate to 43% By 201

Almprove and build more classrooms to reach 55,000 which can contain 2,229,900 students
and 74,300 teachers

AThe number of primary school students to university stsdsriz,094,200 or equivalent to
30% of total population

AcCreate favourableonditions for increasing literacy in the age groufi@Syears to 99% by
2015.

AStrive to raise literacy in populations of age >15 years to 87% by 2015.
ABuild at least 3echnical schoglin districts that have rapid economic growth

Alncrease tedtical students to at 16850,000 of which 50% are women and 208te from
remote areas and/or poor families

Alncrease diploma and degree students and university students to 1,640 per 100,000 persons.
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[3] Programmes anBriority Projects:
- Project omational educational reform
- Project on continuously enhang the capacity of teachers

- Project onthe development of policies and operational glan teacher development and
management

- Project on construction of 20 primary schools
- Projecton construction and improvement of Savannakhet University
- Project on improvement and expansadivocational education ithe Southernregion.

- Project on development of technology #improving thequality of education and expansion
of access tochools, and other projects

[4]. Measures
The following measures will be attempted:

1). Provision of education infrastructure, including laboratories and equipmirgisein
Efforts will be to develop new scientific branches in the teaching and research curiacula,
enabé students to obtain knowledge in diverse fieldsboth theory and practice. This will
help upgrade student quality, to equal that in the region amdobinternational standards.

2). Mobilizing funds and other provisions for the education sector

MRaise investment in the education sector in the coming years to 18% of the budget, by
seeking more funds from various sectors.

ACooperate and attract more assistafiocluding lessorearnedand fun@) from foreign
countries and international organisations

Axpand education into remote areas, and create conditions therein for the deprived children,
especially those who are poor, fematgm ethnic minorities anddisabled to access
education.

Aormul ate a 6s upp otmléentedstoderitsencduraginghem te begoene i a |l | vy
scientists and highly skilled administrators.

ASupport the policy fotalented children tbecomescientists or managers with high ability.

KKontinue to apply the 6tuition feed and O6no
levels and grades, and reduce fees at the kindergarten and primary school levels by increasing
budgetary support.
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3). Upgrade skills of teachers, professors and scientists to be in sufficient quantity and
quality. A fair remuneration to teachers and incentives to the scientific community are to be
considered.

4). Encourage the society to widely participate in educatiogate encouraging conditions

for the private sector, parents and people in general, to participate in educational
development. Private schools are to be further expanded and should be regarded as important
components of the national education system.

5). Introduce newer technologies in the educational sector, like ICT, to match with global
educational standards.

6). Link education with nutrition for establishing synergies between health, nutrition and
education, Girl 6és/ wo meaimmzrtance.t r i ti on will ass

7). Integrate disastemangagemeninto normal school currica)l and teaching cabe
curricula. Furthermore, theisks of natural disasters must be considered when constructing
new schod.

2). Sports
[1]. Directions:

The sports meement should be actively developed and should involve more people,
particularly the youth. Sport is regarded as an important component of human resource
development of the international policy of the party and state, for peace, friendship and
cooperationThe standard of some Lao sports and sportsmen will be uplifted to match with
the Asia regional standards. Some traditional sports will be encouraged for gaining
experience and internal unity. Sports and gymnastics will be encouraged in all communities,
from districts to villages, and will form a part of social life activity.

[2] .Main targets for 2015:
The main targets comprise of:

- Conducting campaigns to obtain regular participation in sports and gymnastics from at least
75% of the tot al popul atafuno 25%af ttie tdialifantilidst n g 0 ¢
Aim to have 90% of the provinces and 75% districts participateanssp

- Infrastructure related to sports and physical exercise will be developed at the provincial
level andsomewhatlevelopedht thedistrict level.

- Train 15% of the people aged35 to be sportsmen and upgrade Lao sports to the
international level

- Successfullyorganise the 9th National Sports in Luang Prabang in 2011 and the 10th
National Sportgo be held in Oudomxay in 2014
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- Concentra¢ on developing, upgrading and selecting sports players across the country in
order to prepare them for ohestic and international competitions, in particular
participaationin the 26th SEAGames in Indonesia.

[3]. Programmes anHriority Projects:

- Project on infrastructure construction for sports facilities

- Project on infrastructure construction gports facilities in Luangrabang Province
- Project on infrastructure construction for sports facilities in Oudomxay Province
- Project on capacitpuilding for sport administrators

- Project on Lao sport playdérdevelopment, and other project

[4]. Measures:

- Widen the catchment for seeking gifted sportsmen in various branches and improving their
qguality. In parallel, some critical training equipment and materials have to be provided to
them, for strengthening the sportsmends capa

- Intensify coordination with concerned parties in sports development, and e sgp@its
personnel for the regional and international games.

- Explore the mass of hidden potential from the centre down to the graderajtecluding
social organisationgontinuously for Lao sport development.

- Attract more assistance from neighbouring countries for sport development

2.2.2Health and Nutrition
1. Health Development

[1]. Directions:

Focus on improving conditions for people be physicallyand mentdy healthy, well
equipped with knowledge and revolutionary moral fiarnel create conditions foall people
to access and receive quality health services

There should banadequate balance maintained between developments in health on the one
hand, and ater and sanitation on the other, centre stage health treatment for ajbatitgr

of living of the people at largeProvide fertility knowledge to promote mother and child
health (in order to achieve MDG goals no. 4 and 5 by 2B&3lth treatment ian important

factor for improvingheliving standard of people.
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[2].Main Targets for 2015

The plan proposes expansion in health services, in particular for people in remote areas.
Additionally, the purpose is to improve the quality of services in the central and provincial
hospitals by upgradintpem their equipment, and health promotion adtes, for controlling

and preventing epidenscIn this regard, building regional hospitals where required and
ensuringsanitationmeasuresirealso issuesn the agenda.

The following targetsre expectetly 2015:

1) Mother and Child Health

- Redu@ maternal mortality to 260 per 100,000 live births

- Reduce infant mortality (<1 year age) to 45 per 1,000 live births

- Reduce child mortality (<5 year age) to 70 per 1,000 live births

- Chickenpox vaccination to cover 90% of childrekyear age

- Increase attended birth rate (with nurse assistance) to 50% of all women giving
birth

- Increase the rate of contraception use to 55%

- Increase pregnancy consultation before delivery to 69%

- Control malaria, tuberculosis and HIV/AIDS as pezitha t | MDG éosnmitments
2) Cleanwater andsanitation:

- Ratio of the population having access to clean wsiteuldbe 80% othetotal population

- Ratio of the rural population having access to clean watteuld be 75% ofthe total
population

- Ratio of the population having access to hygienic tosétsuld beincreased to 60% by
2015.

3. Halt the spread of AIDS, fever due to mosaqbities (malaria/dengue), and other
contagious diseases:

- reduce theatio of HIV-infected persons tiess tha 1% of thetotal population

-reduce theatio of HIV infected persons among higkk groups (age 124 years) tdess
than 5% otthe total population
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- Reduce the ratio dfllV infection amongprostitutes ofage 1549 toless than 5% othe
total number of population

- Reducedeath rate associated with malaoad.2 per 100,00people

- Increase the ratio of children sleeping under mosquito nets to 95%

- Reducehe ratio ofTB infection t0240 per 100,000 people

- Increase the ratio afB infection detection and DOTS treatment to 70%
- Increase the ratio of TB infected treatment under D@T&%%.

[3] Programmes anBriority Projects:

Focus on six programmes and some main projects, including a

Project on controlling malaria, dengaed parasite

Project on maternal and child health care promotion

Project on providing subsikfor giving birth and frednealthtreatmenfor children

Project on constructionof modern hospitals in Vientiane Capital, Oudomxay,
Luangphabang, Sannakhet, and Champasack Provinces.

- Project orupgrading the quality diealth service

[4]. Measures

(1 Apply modern technology and methddgshe health services.
(2 Use fund sources and policies in:

- Establishing mobile medical units to travel to every village in remote rural areas,
particularly those having high risk of sickness, maternal and child mortality; at least 4 trips
to be made per year.

- Investment in prevention and primary health caamtinue to construct health centias
areaswhich do notyet have them; and improve the existing health centres to raise their
standards for providing timely health services.

(3 Prepare health workers by organising training programmes and carryingayatation,
education and communication activities on

- Strengthening disease prevention and treatment capacity of the hospitals at various levels,
and continuing construction and-gpadng of knowledge and capability of midwife nurses,
especially womenAn important element of the programme is to place delinerges at all
appropriate locations.
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- Upgrading the skills of, and appointing, medium level/dipldrolder nurses at various
health centres. It is aimed to ensure that at least 4 physiciaatedat district hospitals, will

be incharge of mother and childcare and internal health care services. Deployment of more
health skilled workers from the centtalthelocal levels is also on the agenda.

- Strengthen health care cemtrto be able toreat TB, malaria and other symptoms.
Moreover, disseminate information on how to prevent the spread of HIV/AIDs.

- Creat advocacy in all sectors to participate in health insurance programmes, tothmeet
health expenses of people, and ensure financiitheueg of the health sector.

- Disseminat information on health care to the people in general on understanding how to
prevent disease, and take good care of their health.

4) Management, Legal Instruments and Policies

- Support health activities anplrioritise them as vital activities of the sociesstablish
conditionsto facilitate extensive private sector participation in health care services.

- Recommendatianprovidedon the constructon of new hospitals should consider the risks
of naturaldisasters.

2 Nutritional development
[1]. Directions

-The approaches are to ensure that tditsn count
sufficient food supplies required for achieving the MDG goal no. 1,

-Find lasting solutiondor malnutition or lack of basic nutrition, in particular among
population groups deprived of so@eonomic opportunities, womenf reproductive age

(especiallythosewho arepregnant), mothers after delivery, bretstding mothers, babies
<2 years old (and alsdxyears) and prechool children.

-Inculcate the habit of consuming balanced food in adequate quantities, and prevent
diseases/iliness caused by consumption of contaminated food. Attshboidbe paid to
ensuresufficient in food supplies and accessthese supplies

-Promote education on nutrition, health and clean environment and strengtheseahboeal
and sectoraprovincial coordination, thereby integirag nutrition in other sectors.

[2].Main targets for 2015
A Decreas low-height childrer(shorter than the standard) <5 years age to <34%
Mecreasing malnourished underweight children <5 years age to <22%

Mecreasing the instance of anaemia among the children <5 years to 30%
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Mecreasing the instance of anaemia among reproductive agevgpogn to 30%

Mecreasing the instance of iodine deficiency among prisenyol children to 17%
Decreasing the instance of iodine deficiency among reproductive age women to 9%

Mecreasing the instance of vitamin deficiency among children <5 years to 30%

Ancorporatenutrition framework intopoverty alleviation development plarand strengthen
capacity development of sectors that deal Wothd security

[3] Programmes anBriority Projects:

- Project on nutrition for infants and children

- Project onincluding Vitamin A as a food supplement

- Project on supplementing the diet of children who suffer from malnutrition
- Project on providing other food supplemeiats¢dother projects

[4]. Measures

- Establish/upgrade infrastructure, provide qualityipouent and scatep existing hospitals
to be able to properly treat patients.

- Support medical sciences, medicine production capacity, and food safety.

- Raise investment in the health sector (especially for nutrition), make efforts to invest in the
rangeof USD 16-23 per person per year, and attract private investment in the sector.

- Increase public awareness to prevent and control dseesk epidemis so that the
population understands and preefithis awareness their dayday living. Three hbits to
be inculcated ard¢o eat clean food, drink clean water and live in a clean environment.

- Implement health insurance policy for fureising from the state personnel/civil servants,
and the population in general. The aim is to continue encowdwalth care with fee or
without fee collection (free primary health care for the poor).

2.2.3. Labour and Social Welfare
[1]. Directions

The sector approach includes building the Lao workforce to possess high qualifications,
ability, skills, experience and good personality, who would be employable and observe
regulations. The workers will be protected and covered biramgsocial welfare system.
Care will be provided for thoseepsons deprived of opportunities and/or struck by natural
disasters

Additionally, ensure that quality jobs are created in sufficient numbers as proposed in MDG
goals no.1 and 9.
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[2].Main targets for2015
1) Labourdevelopment consists of:

A Increasing the quality and numberisthe workforce and regularly imgve their skills to
gradually bring them closer to the regional standards. The aim shall be to build their
creativity and motivation for developing themselves. This will be achieved through training
professionals in different technical branches.

A Building and develop labour skilis both quality andjuantity to move effectively
towardsindustrialisation and modernisation.

A Helping create employment and job opportunities so that wodeergenerate incomes
andobtain theirightful benefits aper the law.

A Educating workers about the law and the need to respect it, and about rights and benefits
at work. The macro level aim is to manage workers working in Lao PDR and in foreign
countries, including managing foreigners working in Lao PDR.

* Detailed targets comprise of:

- Creating a workforce of 2.77 million workers (average 55,400 workers per year) for the
industrialisation and modernisation process, including 2.10 million workers in the
agricultural sector; 15,000 workers in the prosegsndustry and construction; and 52,000
workers in the services sector.

- Reorganising the workforce: In 2015 the proportion of workers in the agriculture and
forestry sector should be reduced to 70% of the total workforce. Correspondingly, the
workers n industry (i.e. manufacturing, construction, energy and mining) should increase to
7%, and in the services sector to 23%.

- Limiting unemployment rate to < 2%.

- Standardising the skills of workers as per industrial standards. H®engld be 20
specialiies underindustry, 10 in construction and 10the service sector.

- Creating 7 ski development centres at the provincial level.
- Creating 1 skik development institution at the central level.

- Creating 3 employment service and information cent@d 10 pilot centres in the
provinces.

- Disseminating industrial laws in at least 600 labour units. Safetye work place will be
monitored in addition tensuringthat workersobtaintheir rights and benefits the work
place. The monitorinwvill be carried ouin 3,500 business units (7@Dsiness units per year)
in the country.
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2) Social Welfare Development

A Implementing a policy for persons who have done good deeds for the country properly and
adequately

A Developing the existing social insurance schemes into a strong national social insurance
system.

A Developing a social welfare service system for children, deprived people, and those
adversely affected by natural disasters. The system would athesadprevention and
reduction of risks of disasters.

* The detailed targets comprise of

Almplementing a policy forpeople who have done good deeds for the country. It is
estimated that 70,478 persons, including revolutionary veterans who workedopii®54,
national heroes and fighters in the revolutionary war, are entitled to receive benefit
allowances. Next, allisabledpersons should be provided with housiognstructiornto be
completedby 100%. Finally the plan proposes improving the qualifylite of the old, poor

and isolated people in 17 provinces.

A Expanding social insurance to different provinces across the country for health insurance,
to cover 50% of the total population. 80% tbfe total populationto have permanent
residences by@15.

A Improving earlywarning systems in 5 provinces and putting in place policies to assist
those affected from natural disasters and the updeiteged in a timely manner

A Implementing and expanding prograres and project$or natural disasterisk reduction.
In particular programmesnd projectsegarding thereventionof floods and drought.

3). Solution to theroblem ofUnexploded Ordinances (UXO)

AEnsuringcommunities live safely withouhe threat ofUXO, earn their livelihoodsafely,
and reduce poverty throughe clearingofUXO-affected lands (for agriculture).

ASurvey suspected UX@sk villages, set up transmission centres to expand communication
with people over larger areas, train and upgrade officers on UXO clearatioadsesnsure

that the relevant officers are skilled, and apply the correct method for removal of the
explosives.

ARemove UXOfrom an areaof at least 12,500 ha, of which 11,875 ha will be set aside for
production and 625 ha for other developments.

[3]. Priority programmes and projects:

- Project on ski development for the workforce;
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- Project on construction of labour skils development centrén the southern partof
Champasack Province;

- Project on construction @flabour skils development cergrof northern parmf Oudomxay
Province;

- Project on constructioof a labourskills development centre in Bokeo Province;

- Project on protectionf children from human trafficking and sexual abuse;

- Project on improving labour deployment and redudatgur migration;

- Project on development sustainable living in community of Savannakhet Province;

- Project on UXO clearance;

- Project on constructioof houses funded bine government, local people, companies; and
- Other projects

[4]. Measures

Thefollowing measures will be undertaken:

1.)Raise funds from various quarters, including the government and the private sector
(domestic and foreign), to establish skillevelopment and job creation funds as stated in the
Labour Law, as well as creatingggonditions for selemployment.

2.)Widen cooperation with other parties, both the domestic and foreign, to create jobs, and
additionally to facilitate workersod exit to

3.)Skill development: Encourage domestic and foreignfassimen to contribute towards
skills and vocational training of Lao workers in different professidomgarting ill s to
femaleworkers will be a priority.

4.)Disseminate laws and policies on labour development: There is need to collaborate with
the relevant parties in conducting studies for preparing a labour and social welfare strategic
plan, and improwg the legal instruments and regulations. These must then be disseminated
and the concerned sectors be advised to implement them efficiently.

2.2.4 Information, Culture and Tourism:
1. Information and culture

[1]. Directions:

The plands aim in this sector is to promote
identity and moral strength. The aim will be to cultivate revolutionary morals for facilitating
people to cultivate an advanced worldview and to also adapt usemeéms from other

cultures. Promoting reading, writing and scientific thought will contribute to developing the
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personality and scientific thinking and ensure preservation of the national culture in an era of
globalisation.

Enhance information and medi@# el opment to be able to carr
political thinking, directions, laws and regulationsasto make them highly effective.

[2].Main Targets for 2015
1. The targetsegardingculture will be to:
- Build the base for continuous dewpiment and improvement the Lao culture.

- Continue to diversify the fine and sound traditions, practices and culture to endow them
with the national character. Inform Lao peogtethat theygrow intellectually and materially.

- Support cultural villags and households, and link them to the establishment of developed

villages and Kumbans. It is also important to upgrade monuments, locales and legacies:
historic and cultural sites, revolutionary places, and the traditional and ethnic art and

literature.

- Continue to survey and explore cultural values and prominent civilisation sites of ethnic
groups, and maintain them in a sustainable manner. It is critickéep in check those
groups who abuse the culture and destroy the unified force of the Lae.peop

- Broaden the value and importance of revolutionary leaders, improve museums (including
the memorials of the former (late) presidents Kaysone Phomvihanh and Soupanouvong, and
other leaders), and improve the services for guests who come to visit (mmobers keep
increasing).

- Continue to advocate the goods deeds of (past) presidents Kaysone Phomvihanh and
Soupanouvong and other revolutionary leaders with the domestic and international
communities, especially students @hdse who areducated.

- Campaign to educate the society fior order to discouragéelief in superstitions,
unscientific thoughts and other social drawbacks. Effort should be made to preserve the
culture and develop sound traditions and practices along with economic developmen

*Detailed targets are as follows:

Astrive to increase cultural villages to more than 700 and cultural families to 100,000 by
2015. Construct 4 parks the central levednd at least 1 park in each provincial municipality
and 1 in each district muniapty.

Aconduct a survey of cultural sites, historic relics and ancient and historic sites with the aim
of proposng 19 sites to become national heritages and 2 sites as world heritages.

Anstall President Kaysone Phomvihanh statue in the distriiesfgsay and in the city of
Savannakhet.
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AConstruct memorial® Nouhak Phoumsavanh, Phoumy Vongvichit, Sisomphone Lovanxay,
Phoune Sipaseut, Sithon Kommadam, Faidang Lobriayao and Touya Xaychou.

2. Information
The planned tasks in the informaticgctr encompass:

Meveloping the media to be systematic and modern by deploying the digital system to ensure
information flows in various areas: spreading education on revolutionary thinking and moral
quality, consistent with modern era requirements,arsiiringart and culture trickle down to

all classes of people in society. The educated people will become a vehicle to carry forward
the task of bringing about changes and comprehensive development directed by the Party.

AConcentrating on the improvemntesf essential infrastructure, and scaling up the information
sector both quantitatively and qualitatively. There is need to modernise the radio broadcast
system and television comprehensively, thereby transmitting and diffusing the Party
directives and gdaies, news and entertainment nationwide. Additionally, the aim is to
educate the population on nationalism so to protect and preserve the Lao motherland in the
times to come.

WWpgrading journalists6 andinordew®enhancetbeirs 6 t
creativity and innovation in writing and reporting newgh constructive content. This is
expected to create interest and impression among the readers. Newspapers at the central level
should be promoted in such way as to become carriers of news material and substance to the
entire population, and inform them abalamestic and international events.

*The detailed targets include the followings:

- Expanding the radio broadcasting stations to districts and villages to cover more than 95%
of the countryds tot al area.

- Producing radio programmes in certain ethamgluages so that the minorities acknowledge
and appreciate the Party and governmentos
nation.

- Increase the number of TV stations and improve TV programmes in the provinces and
remote areas to be abledo programmes for at least 10 hours each day, and broadcast to at
|l east 80% othtaldrdae countryods

[3] Programmes anBriority Projects:
- Project on switching from an analogue system to a digital system for basic equipment
- Project on media develoment

- Project on promoting talent among producers of cultural products
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- Project on promotingultural activities and arts

- Project on modernization of thinking and new cultural life style
- Projects on construction of informatiaulture infrastructug

[4]. Measures

1) Development and promotion

- Cultural thinking has to be ermsad by widening theexisting cultural worldviewof the
population,in orderto modernizeandensure strongational characteristic.

- To encourage all members of the society to informational and cultural developfribet
countryto the highest level.

- Promotion of ethnic culture exchanges among minorities and sujppdhie conservation
cultureis neededn orderto build a diverse natnal culture.

2) Research and creativity

- Encourage creativity, conduct research on history and culture, and publish (and
disseminate) differemesearcHindings on culture to the entire society. This can particularly
help the young generation to derstand their heritage. In this regard, thera iseed to
improve the national library and school libraries, to encourage children and other community
members to read and learn.

3.) Dissemination

- Intensify collaboration with variouglevantsectors for conservation and dissemination of
the workcarried ouby the revolutionary leaders

- Dissemina¢ thevalue of culture to people, pupiland students tde conscious and be
able to identifyand analysis information that benefit themselvéseir families, andthe
nation. Limit information that encouragesgative behaviour

3) Tourism:
[1]. Directions:

Effort should be made to promote tourism as one of the important development strategies in
the short and long terms. For this, it is impot to improve the services sector. Its positive
spin-off should also be that goods reach places where they are otherwise not reaching.
equally important purposes to generate income for people, expand-txoism, historical

tourism and natural toism spots,in a sustainable manneBpecial emphasis should be

pl aced on making Lao P DRandormbhg rowismsectoointacai s mo
modern tourist industry, open o p e maidipatidonsin order toattract more tourists and
highest epacityinvestors.
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[2]. Targets for 2015

- The aim should be to increase the annual inflow of tourists to 2.8 million and foreign
exchange earnings to approximatel$D 350 million by 2015.

- To explore and develop natural, cultural and historic towitsts: First, build 2 world
heritages and 29 national heritages; next, the following districts wipirizeitised Vieng

Xay district (Huaphanh), Konepapheng (Champassack), Phongsavan district (Xiengkhuang),
Konglor and Namlord caves in Nakai distridkhammuane), Dongnatao district
(Savannakhet), and Phoukaokway Mountain (Vientiane Capital), among others.

- Expand and improve accommodatiancrease the numberotels and quality tourist
resorts; the aim is to have 300 hotels with 12,680s and 850estaurants to meet the
domestic and foreign tourist demand by 2015.

- Maintain a good atmospherelinangPrabangthe world heritage sitejouble the GDP in
Champassackompared to the preseht developingtourist infrastructure and promoting
Mahanaly Siphandone (Great River and 4,000 island® a tourist site, build 10 cable
trolleys connecting key islandgromote the Bolevan Plateauo becomean additional
agricultural and livestock site

- To organize an enjoyableao Tourism Year 2012.

- Prepare for the hosting of the ASEAN Tourism Ministerial Tourism Conference and
organise the ATF exhibition in 2013 (i.e. ASEAN Tourism Forum 2013)

[3]Programmes anBriority Projects:
- Project on sustainable development of tounastructurefunded by ADB,;
- Project on tourist site classification;

- Project on tourism infrastructure development in Mahanathi Siphandone, Champasack
Province;

- Project on tourisinfrastructuredevelopment in Viengxay District; Project oneco-
tourigm at Nakhai, Khammoun, Xiengkhoumkd other projects

[4]. Measures

1). Classify tourist sitesand build networls systematicallybetweendifferent locations,
covering villages, districts and provinces. Tourism must have a precise agenda: to create new
projects, integrated with the existing ones.

2). Advertise and distribute information on tourism regularly and comprehensively. The aim
will be to encourage local people at tourist sites to produce souvenirs, provide
accommodation and quality services, aastdhproper sanitation at all places.
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3). Establish favourable conditions for easy entry into the country, provide other tourism
related services with rapidity, and have transparency in collecting visa fees and other related
levies. Effort will also be maalto classify hotels and tourist spots accordingdiablished
international standards.

4). Promote integrated tourism with neighbouring countries, for instance the GMS countries
and ASEAN.

5). Focus on updating and strengthening legal instruménts fhosein use andhosebeing
prepared) to ensure that they appropriately complement-eooimomic development aride
globalisation process. Effartvill be made to carrput training of personnel in the tourism
sector, equipping them with the knowledge lcdo history, culture and tradition, and
extending quality services.

2.2.5 Justice Sector:
[1] Directions:

Concentrate on developing laws and produce lawyers in both quality and quantity. Focus on
implementing strategic development of laws until 2020 msana@g justice in society under
theselaws. Disseminate laws tensure thatll peopleare aware of and respect to the law.
Ensure rights and obligations of Lao citizens under the ilagrove working principle and
organizational mechanisn

[2] Main Targets:

- Accord dueattentionto the drafting ofcivil and criminal law; draft new laws and legal
documents if necessary; and also improve the existing laws and legal documents.

- Increasethe number of cases to be judged to ensspeedand ®nsisteng of the laws.
Certify the correct documenits orderto improvequality and resolve conflictsore quickly.

- Disseminate laws to reach 11,44i3its; establish more than 400,000 families2500
villageswhich are caséree.

- Implement the judged cases to cover 70% of taaegudged

- Produce 8,044 lawyers (bachelor degree) 3000lawyers (intermediate level); conduct 3
months training course on ldar more than 35,000 participants.

[3] Priority Projects:
- Projed on construction o new buildingfor the Ministry of Justice;
- Project supporting the implementationtibé Legal Sector Master PI12020;

- Project on law development and strengthgmrcapacity;
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- Project on justice system management aading peope 6 s a wafrthein egals o
obligatiors;

- Project on justice development at grassroots level; and other projects.
[4] Measures:
- Improve coordination betweehejustice sector and other sectors

- Strengthen organizations inside justice se@brll levels to provide law and justice
services; continue focusing on strengthertimgjustice sector athe grassroots level and to
transform into programes and projects to develop justice sector.

2.2.6.Population policy, promotion of gender equality,woi A T a@@@ncement, and mother and
child
1. Population policy

[1]. Directions:

- During the next five-year period there will be an increase in demaf@ Human
Development Uplift Human Development Index (HDI) through promoting health and
sanitation; bdid capaci ty; intensify peopl eds part |
processe nhance peopleds participation in the co

- To improve the quality of life of a mulathnic population, reduce poverty, ensure a proper
balance betweenopulation growth and population distribution, ensure justice in the society,
and promote Lao culture.

- To enable people to decide upon the appropriate number of offspring they wish to have
(reproductive age has been determined between 20 years atdoaed Couple candecide

on birth spacing andhenumber of children that they want to have through proper family
planning (women between reproductive ages lappeoximately-5 children).

- Encourage people to be employed and able to generate incathensure people receive
benefits according to their contribution.

[2]. Main targets:

- Total population to reach 6.9 million by 2015, with a growth rate of 2% in the population
(women between the reproductive ages repj@oximatelyd-5 children)

- Households have accommodation; land for cultivation, and proper f@bsernment
officers and workers must have proper accommodation supported by their parents or families,
themselves, or their organizatidfelp development families to become strengndreduce

their poverty
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- All people have jobs and actively contribute to development process under the cooperation
of village chiefsand otherelevantgovernment agencies

- All households are responsible for their own accommodation; government officers and
workers must have proper accommodation supported by their employers or themselves

- Strengthen capacity of families ahdlp pull people from poverty

- Ensure a proper balance between population growth and-sc@mmmic growthin the
urbanareasEnsurecitizers in urbanareashaveaccess t@a better welfare system.

[3] Programmes anBriority Projects:

- Project on information dissemination regarding population policy in target areas theross
country;

- Project on printing and dissemination of boaksg boolkets that providenformationto the
people;

- Project onthedevelopment of population legislation and demographic survey

- Project on population census in 2015; and other projects

[4]. Measures:

- Conduct survey and analysitthe populatiorgrowth trend

- Intensify information dissemination on family planning, child raising and sanitation

- Expand education netwaskandhealth servicg especially in service target areas; increase
thenumber of teachers; doctors and nurses, especialbjrtordelivery

- Implement policies of frebirth delivery and free treatment for the p@s well aspolicies
on accommodation, allowances, salaries, and annual leave.

- Improve the division of work, responsibility, management of officials/workers in each
sector.

2. Development and Protection of Gender Equality
[1]. Directions:

Promote gender equality to ensure that rights and benefits of women togeth#rosehof

children will be protected. Favourable conditions will be created to allow women to upgrade

their professional and technical knowledge,that they arable to efficiently participate in

the process of setfevelopment and national development. Women Ishbe employed in

various services should have a share in the creation of new opportunaies should be

awareof gender rolseand equality in societfencouragea ct i vi ti es rel ated to
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. Attempts will be made to eliminate all forms @fiscrimination and violence against women
and children. Overall development of women belonging to ethnic groups is also central in the
agenda.

Grassroots missions will be continued for carrying out activities. Additionally, efditbe

made to educat@omen on the current political thinking, and to unify thenorder tobuild

their confidence and strength, so that they actively participate in economic development. Art
and handicrag which women can effectively participate in, should be promoted so that they
have access jmb opportunities anthe ability togenerate incomes for themselves.

[2] Main Targets

- Educating Lao women (including those belonging to ethnic groups) on pbthiaking so

that the government and Partyds direcoi ons
they are aware and conscious of possible (overt and covert) hazards. The proposed target is to
reachout to 80% of th&eao Womerd Bnion members;

- Increasethe proportion offemale staffat high ranking leved to at least 15% in the
government, the party and civil society organization

- 20% percent ofLao Wo me n & s Uni on members are upgrad:¢
technical capacities.

- At least50% ofwomen are recipients of information flows

[3] Programmes anBriority Projects:

- Project on upgrading political theory and strengthening technical capaaitymen;
- Project orpromotinghonour, reservation argboctulture.

- Project onenhancing information dissemination on gender egpitfcy, in the leading
areas ofvork;

- Project on development information system on gender equity; and other projects.
[4]. Measures

(2). Improve the coordination mechanism witlevantsectors irorder to protecthe rights

and benefits of women and children exposed to risks of sexual exploitation and human
trafficking. Enhance knowledge and capaacity women and children on how to protect
themselves from natural disasters.

(2). Promotion andDissemination
- Intensify and widen disseminatiari information ongender roles, rights and equality.

- Educate and raise awarenessongwomentowards understanding of gender rodéesswell
as appropriate steps looking after theirchildren such aseducating aboutraditiors that
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effect health condition,and beliefs that a girlshouldhelp her family rather than goindo
school, etc.

- Educate and disseminai@ormation toethnic womeno raise awareness of theles of
women in Lao society

- Disseminatehe Law on Developmentand Protectionof women;integrategender equity
andstrategidmplementatiorinto sector and provincigllars.

(3).Women and Children Development

- Intensify collaborationin implementing tasks on child survival, depment and
protection atall level; encourag authorities, organisationand peopleat all levet to
contribute their fundsand knowledge in implementing activities for women and child
development.

-Enhance womenods ctaipirgg&nowegdgeland alplityovi di ng

- Encourag womenand childrento beequal tomen at all levelof education ando have
equal opportunity to access health sersice

3. Promotion of Womeih Advancement:
[1]. Directions:

The aim is to ensure that womean accestheir rights, andthatthere is gender equality in
human resource development. This shdaddhe casen the spheres of economic as well as
sociacultural andhationaldevelopment.

Ensure that the strategy on promoting womeadvancement is implementegnsure
w 0 me aqaadity of status within the familgnd ensure women haggual access as men to
education, health and job markets.

[2].Main Targets for 2015

The main target comprises of organising women for their development in different fields:
promoting gender equality and rights within families and society, widening participation of
ethnic minority women in poverty alleviation, reducing slash and burn cultivation (through
womends involvement), i ncr e a sfarm gakforcendiean 6 s p a
appointing womento decisionmaking positions. The target also includes improving
womends nutrition.

Detailed targets are as follows:

-Appoint more womero high rankingposts (from district mayor upwards), #otarget of
15%.

-Increasdemalemembers in the National Assembly to more tB&ffo.
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- Increase the number of women receiving training in agricultural technologies, processing,
handicraft and services to 20%.

- Increase the number of women in modern professional courses

-Increasethe proportion ofwomen in the paid workforce to 40%all things beingequal,
womenwill be given priority when awardingbs.

-lncrease womendés participation in planning

- Build opportunities for women and girls to access social servicemeqgual basiswith
men.

[3]Programmes anBriority Projects:

- Project onformulatingpolicy and promotig anincreagd number of female workers ihe
labour market;

- Project m the protectionovo mends ri ghts and womends pr omo
of female workesin thelabour market;

-Project on <capacity buil di ng sforoagricvtwrane n 6 s
techniqus, food processing, and services;

- Project on implementing a framewdikcombat Violence Against Womgen
- Project on studying and analysitigeroles of women and men; and other projects.
[4]. Measures

- Intensifying solidarity among Lao women (including ethnic groups) and various classes of
people by organising periodic workshops on political thinking, the constitutiorithataiv.

- Coordinating with concerned stakeholders in studying training clariand conduatg
training programmes for women.

-Continuing to organise meetings to dissemin
protection, as well as to intertwine the gender role in implementing sectoral and provincial
development strategies.

-lntensifying research and data collection,
the development process at all levels.

- Educating parents to maintain parity in raising girl and boys in all spheres of life.

4. Mother and child developmen

[1]. Directions
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Ensurethe implemenation oft he Partyodés and government s pc
child, including mother and child health care, and comprehensive development of children
including child rights and benefit protection through gowegnt regulations, especially
regulations on child trafficking, child prostitution and other types of child sehuede.

[2]. Key targets:

- Organise consultations of the Committee for Mother and Child at the central and national
levels at least onceygear, to review the progress on the mother and child programme at all
levels.

- Organise technical meeting53times a year in collaboration with the related sectors to
discuss and prepare reports on the implementation progress of the 2 Agreements on Child
Rights.

- Organise at least 2 meetings a year, bringing together provincial and district officials, to
monitor the implementation of the Mother and Child Programme and the Child Rights
Protection Programme, at the provincial and district levels.

- Assigna team from the Nationa&ommissionfor Mothers and Childen (NCMC) at the
central level to carrgut field visits to provinces, at least 10 times in a year (rotating the visits
within the 16 provinces), and also assign a team from the Provi@mmmissim on Mothes

and Childento conduct inspections at the district levels at legHd §mesperyear.

- The National Commission for Mothers and Childreshall monitor project sites at least 8
times a year, in cooperation with sectors interfacing with the mother and child programme

- Organise at least 6 training programmes a year for officers on implementation of the law
regarding chilerights and benefprotection, and childelated agreements.

- Organise at least 2 dissemination meetings a year on the mother and child programme and
the law on child rights and benefits protection, in addition to dissemination of information to
teachers, children and ity on child rights.

[3]. Priority programmes and projects
The Lao NationaCommissiorfor Mothersand Children will focus on implementing:
- Project on disseminationoflaw | egi sl ati on, and protocol on

- Project on capacity buildngf of fi ci als who are working or
protection activitiesitboth central and local levels;

- Project on supporting, following up, and monitoring the implementation ofiggliaws,
legislation, and promotion plaimn mother and dld health

- Project on strengthening capacity of children and youth to implement activities that relate to
children
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[4]. Measures:

- Strengthen thé&lational Commissiorior Mothers and Childen for implementing policies
regarding mother and chieh effectively and widely. Increase coordination betwebe
central and local levels through improvements in the organisational system and
implementation mechanism, to deliver high quality output, suitable to the actual camigition
each period.

-lncrease peoplebds participation in promotin
each level involve maximum children in programrdesignedor them.

- Mobilise funds, intellect and human power (at all levels) from social organisations,
economic sectors and the people at large, to implement the mother and child programmes,
and make it a responsibility of all, ranging from household to natienal

- Disseminate policies, strategies, laws and agreements on child rights protectionimvidely
the society.

2.2.7.Development of Teens and Youth
[1]. Directions:

The direction is t@aiseyoung people in such a way that they acquire a nationalistic spirit and
learn to respect the regime. In terms of skills, youth should also be traine@érncesend
technology to help the country industrialise and modernise.

- Educate the youth on political thinking, using diversified forms and procedures in order to
be effective. They should be able to socialise with local as well as international people,
separate good from bad, and they should uphold the competitive rules: 2 rules for solidarity, 3
being good, and 4 development rules. For the relatively younger persons, the rules are, 3 for
being good and 4 for respecting elders and others.

- Educate youthso thatthey value labour, appreciate their profession, take care of their
health, and preserve, use and sustain the environfaitl up volunteer youth to help
peopleaffected bynatural disasters and to have knowledge on hgwdtectthem and others
from the disasters.

- Train young people to lseme entrepreneurs, and also respond to both domestic and
international labour markets.

- Encourage youth (especially girls) to participate in mass organisations, and help them
become knowledgeable and capable students and intellectuals.

[2] Main Targets
There is a need to develop young people to be physically and mentally strong and bealthy f

them to become t he n e xhebagkbeoneesoftlretsacietyn 6s wor kf or
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The detailed targets are as follows:
- Encouraget least 30% ofouth to become memlseyouth union

- Establish model youth units, following 2 rules on solidarityul@s for being good, and 4
for developing and establishing youth regiments. The aim is to target 50% of both adult and
younger youth units;

- Educate teens and yostimside and outside schools to have political thinking at more than
60% per year and pvide skills development training for youth in all provinces;

- Creae favourable conditions for more young people to have opportunities for self
development, and complete their education;

-Collaborate with the Ministry of Education in organising mobibeational workshops for
youth in professional branches as required by the labour market, inckringraginghem
to become entrepreneurs

[3] Programmes anBriority Projects:

- Project onthe career group for modgbuth

- Project on skils developmat for young workers in rural areas
- Project on promotion for taleed yougpeople

- Project on provision of general training; and others

[4]. Measures

- Publicise widelytheaccomplishments and resolutions of the General Meetings of Youth as

if they are Party Resolutions, among young people with a view to induct a deeper
understanding of the proceedings. The defined directions and tasks must be grouped into
projects, plans and activities, to be realised periodically.

- Conduct detailed research on imyrgy leadership, work procedures, and the coordination
system between the upper and lower levels of authority, both horizontally and vertically.

- Strongly support competitive rules: 2 rules for solidarity, 3 rfidesbeing good, and 4
development rulesgach of which is linked to the development of strong Party member units
capable ofeadingeffectively.

- Deploy staff at the grassroots levels to establish and improve youth committees in the
targeted villages, so that they have mature politibalking and organisation, ensuring
achievement of the 4 contents and 4 targets of grassroots development.

134



2.28.Science and Technology
[1]. Directions:

Improve and use science and technology as a tool to stimulate and sustain development
process;prioritise researchin the fields oscience and technology accordingtke actual

demand of the countryn order to achieve soci@conomic developmeniScience and
technology willprimarily serve agricultural production, business and service areas, so as to

bring Lao goods and services up to international standards. Some priority areas: transform
governance to-governance, andonductresearch offiuel, solaenergy nuclear energyand

modern agriculturancluding seeds and new species of plaftsere will be space for
promotion of peopl eds i nnov aandlearnirg,andffathe appl vy
application of science and technology to the business sector.

[2]. Main targets for 2015:
The main targets include the following:

- Improving legislation relatingp technology transfer, research in sciences, and protection of
intellectual property rights;

- Completing egovernance projects, expanding the network to all districts and to 20% of the
villages, changing the management af administrative offices to -emanagement, and
accomplishing this goal in 30% of all organisations in the country;

- Establishing (measurable) national standards for domestic production and reaching
international levels (e.g. I1ISO), and completing trade intellectual registration aimeat
strengthening economic efficiency, competitiveness and capability;

- Researching new technology that is environrfgandly and usefriendly (especiallyfor)
farmers, including: organic fertilisers, billesel, bigas, hydreenergy, energy from wind
power, solarenergy, and nuclear power. Improve and make use of existing technology to
design and build green hogse

- Researching on productive rice seeds and other commercial crops for increasing the yield
rates, fo supplying to both domestic and export markets;

- Creating enabling conditions for farmers to use new technologies, whiéh help to
maximise efficiency with minimal costs and time, aaducdabour;

- Striving to carry out scientific research on kictinology, reproductive processes, and
ecology,in order tocontribue to clean economic growttAim to build a national scientific
parkto expo® children to scientific methods

- Establish communication system, radio and TV stations through Vietnam satellite
[3]. Programmes anHriority Projects:

- Project on the formulation and improvementtodlaw on intellectual property rights;
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- Project on research and development ofdrergy;

- Project on research and promotion of alternative sources of energy to reduce greenhouse
gaes

- Project on ggovernance system establishment Phase 2;
- Project on establishing Lao satellite; and other prsject
[4]. Measures

Implementation meases comprise of:

- Supporting scientific and technological research on various topics aimed at both teaching
and production, thereby serving seeiconomic development;

- Applying results from scientific researdarried outelsewhere to Lao PDR fampgrading
the quality of science here;

- Aiming to devote 12% of the national budgeb research and testing on natural science
and sociatlevelopment;

- Gathering national scientists and researchers in various fields and providing them incentives
for good performance and discoveries. Thereaigeed to strengthen coordination and
relationshig between theory and practice. Additionally, the need to imgpmsearch and
science institutions requires underscoring.

2.2 9. Building Solidarity Among People:

- Enhancing harmony between ethnic groups, economic groups, sexes and religions, and
moving towards a greater solidarity in the population as well as country developinent.
important to lilding solidarity among people in the nationorderto maintain and protect

the customs and culture of Lao peopkquality and thevalue of religion It would be
instructive to educate people on political thinking, and carry forward the vision of the
founders, thinkers, experienced practitioners, and thdieemtial in society. Children and
young peoplavill form the target audience for this.

- Generating religious tolerance by campaigning, education, unifying and encouraging each
religion to conduct its activities in compliance withe rules and Decree N®2/PM,
regardinghemanagement and protection of religions.

- Persuading people, especially social organisations, to genuinely participate in socio
economic development. They would be encouraged to educate the youth, pupils and children
so that theypecane a qualified workforce possessing modern thinking, knowledge, capability
and a faireaching vision. In th&uture, these young people can then contribute to the national
development.
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- Creating a social environment for women to upgrade their knowlagge capability
alongside men, with a view to pronma gender equality. There is need to attend to the
development of minority women as well, both in numbers and quality. Next,saffirtoe

made to make Lao peopl e a wiatheonly dowce of natexidd o ur 6
and spiritual wealth, order and discipline. Thus, people should learn to embrace both physical
and mental labour for acquiring the spirit of helping each other. There is also need to ensure
that rules and regulations are prai c e d W 0 ake protecie@d, dne thavdrikers

enjoy .fairness and rights

- Spreading information and mobilising opinion to attract Lao nationals living abroad to
return and contribute to national construction (through their knowledge anth)yvéa¢reby
helping to make the country strong and wealthy.

- The State will encourage professional groups to establish associations as per the Prime
Mi ni ster ds Decr e26Aph 02009. TheseRssociatre tare th bring about
unity (among peple), gather intellectual people and businesspersons (to seek possibilities of
augmenting production rapidly). However, the state will not promfmeeestablishment of
associations for political purposes. These activities should be carried out as pemnitied

Law and in a common direction, i.e. building solidarity, patriotism, peace, independence,
democracy, unity and prosperity.

- Attract more funds from donors for country developmenebtam the directions ofthe
Party.

2.210.Solutions to SocialDrawbacks
1. Solutions to social issues

[1]. Directions:

Social drawbacks have accompanied economic development under a market economy
system. These tend to slow down the pace of development and give rise to undarthmty
regime. Therefore, serioagtention will be paid to prevestichdrawbacks and find solutions

for them in the formulation of th8eventh PlanThis would protect people obeying laws and
regulations, and penalise those violating them. Theeenised to contain drawbacks at the
outset with the help of mass organisations and people at large. All the stakeholders are
expected to participate in fightirsyichdrawbacks.

[2].Main Targets

1). Containing and preventing corruption by educating peoplgadtical thinking and
revolutionary morality, enforcing laws and regulations strictly, and conducting regular
monitoring and inspections.

2). Reducing road accidents by using information, education and communication (IEC),
making road user obey trafficgelations strictly, and trying to minimise drunk driving.
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3). Attemptingto reduce income inequality between people, groups of people, districts,
regions, and rural and urban areas. Solutions needs to be identifiptbfdems arisindrom
inequality.

4). Solving the problem of unemployment by finding jobs that fit vtith seasons for the
rural population and for returning Lao workers from foreign countries. In this regard, raising
funds for skils development in different professions will be a priority.

5). Preventing and solving social problems like prostitution, -iplel and gambling, by
educating people, warning them, and penalising them as per the laws.

2. Solution to Drug Issues
[1] Directions:

Continue to curb and finally fully stop productiam@nsumption, illegal trafficking (and other
crimes) related to drugs in Lao PDR. Focusing on fighting against traffickingafiodce
strong punishmentagainstdrug traffickersas well asproviding treatment to drug addicted
persons to ensure that Lao PDR becomes-fiagy and its policies contribute to a dinge
ASEAN Community by 2015.

[2] Targets:

- Develop mechanismm villages such that people are able to diversify their occupations
away from growing opium or similar products; target: 300 villages per year

- Treat (opiumydrug-addicted people; target: 3,000 addjpeople annually
- Treat (amphetamine) dreaddicted people; target: 2,000 addicts annually
- Follow up the risk areas fdiegal drugplanting regularly

- Increase the number of participants in training programmes, and explaieghtyeeffects
of using drugs; target: 300,000 trainees per year

[3] Priority programmes and projects:
- Project on providing jobs for local pple to replace opium growing;

- Project on training and disseminatiofinformation onthe (adverse) impacts of narcotic
drugs;

- Project on drug usage reduction
- Project on improving 4 drug treatment centres and vocational training; and other projects

[4] Measures:
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- Expand training anavidely disseminatingnformation onthe negativeeffects of drugs, to
raise awareness of the negative consequenifcdrigs, ando encourage people to become
responsible for protectinfpemselvesgainst various kinds of drugs.

- Invest in allocating agricultural lands to ethnic people, to provide them with permanent
jobs, to substitute for incomes from opium.

- Continue treating the remaining drug addicted people géfiedtivelyimprove the Ndional
Treatment and Health Rehabilitation Centre for these people.

- Continue cooperation with neighbouring countries shaaingmmon bordem combatting
illegal drug trafficking, and raise foreign aid to expand and implement the National Master
Plan b control drug trafficking.

2.3. Environmental Protection, Natural Resources Management and Sustainable
Development- Land Management and Development

2.3.1 Environmental Protection, Natural Resources Management
[1]. Directions:

There should be reasonaband efficient use of natural resources to ensure that there is
balance maintained between seemdnomic developments on the one hand, and
environmental protection, on the other. Lao PDR should be a green ecavitmglean
developmenby ensuringhe quality, effectiveness, and outcomes of economic development;
and creating national competitiveness phacing priority on intellectual development
Interlink economic development with social culture, environmental protection as well as
social progress and oc i a l justice. |l mprove income and
economic development and poverty reductiéditention need to be paito economic
developmenso thatpeoplecanadaptto climate change and reduce its impact on themselves.
(NAPA and NAMA). Based onthe ¢ 0 u n tsituati@nst is importantto ensurethat the
environment is protected through protecting faelstnd, mineral resources, water sosrce
and rich species ofhe nation in a sustainable mannétr also can contribute to the
achevement of MDG goal no. 7.

[2]. Main Targets and Measures
1.Water Resource Weather ForecastHydrology

Tlmplementing the integrated water resource management strategy, policy, and operation
plan to ensure that water resoweee utilised efficiently, thusminimizing impacton the
ecosystem. Additionally, effort will be made to protect watersheds.

T Establishing cooperation committees for the five rivers Nam Ngeum, Nam -Kagling,
Xebangfay, Xebanghiang, and Sekong. In additedfgrt will be made to establish a water
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resource management and development fund from levies imposed on parties whose activities
adversely impact the environment.

T Setting up and upgrading legal and regulatory standards of the integrated watereresour
management in a sustainable manner.

T Synchronising the activities of Mekong River Commission (MRC) and other international
partners with the activities and priorities of government agencies to develop water resources
in a sustainable manner.

T Formulaing policies and strategies to establish meteorological stations to forecast natural
occurrences that could result in disasters, setting up equipment to monitor the weather, and
providing quality information to policymakers in a timely manner.

TUse earlywarning systems to forecast weather conditidi®ods, droughs, and other
disasters.

Tlmprove and upgrade weather foresaahd hydrology netwosk and earthquake alert
stations acrosthe country.

T Improve flight forecast network to provide serviogsair communication

T Rehabilitate and improve hydrologic stagomcrossthe country to be utilized for
commercial agriculture production, the adaptation to climate chathgefood security
program in the direction of industrialization and moderniaat

T Evaluate need in order to construct earkwarning systems in risk areas such as:
Laungnamtha, Xayaboury, Borikhamxay, Khammoun, Savanakhet, Saravane, Champasak,
Sekong and Attegu.

2. Environment

T Improve organisation and strengthen technical staff from central to local $evtiat they
can effectively carryout their technical activitiesfor example, planning, finance and
management, and put in place (and/or strengthen) environment survedféices in 25
districts.

1 Draft and improve laws and regulations on environmental conservation and controlling
pollution basedon environmental standardnd chemical management

T Promote all public investment projects to evaluate environmental impac

Systematically, monitor, inspect and evaluate the environmental management in industrial
projects and encourage investment projects to comply with the decree on environment.
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T Continue resolving pending and pressing environmental issues relathoimiestic and
foreign investment; find solutions tdispo® of toxic materias and garbage in urban areas;
and keep highways, rivers and lakes clean.

T Set up national laboratories, promote semponomically useful research, expand scientific
research irprovinces and different parts of the country, construct library networks, organise
workshops at the regions, provinces, and in spriweity districts.

TIntroduce the environmental component in the educational curricula at all 1&welsto
supporgr etetthe pd ocessbo, and raise awarferness
example,saving electricity, not littering, using chemical and dangerous materials according
to establishedules, and making Lao PDR green, clean, orderly, and free of toxic materials.

T Establish and upgrade financial resources to cover environment activities, i.e. pollution
mitigation fees, to be used for effective and continuous environment protectvnescti

T Implement theenvironmentabgreemery subagreemerstand protoca of which Lao PDR
agreed to Intensify cooperation and particifria in activities and negotiations at the
international level to mobilise funds and technical assistance fagiraj the environment.

T Ensureforest area covers 65% thfetotal land area

3.Weather forecast and environmental manageifoéiniate change):

T Collaborate with different sectors, namely agriculture, forestry, energy, meteorology,
urban plannig, industry and health to conduct interdisciplinary research on the impact of
climatic change and the source of greenhouse gases, and find appropriate methods for
mitigating the impact. Effostwill be made to incorporate this into the F¥ear Plan, and

then draw up strategies to mitigate the impact of climate change, along with sectoral planning
and the poverty reduction strategy.

Tlmprove the legal and regulatory systetoncerning the environment (i.e. greenhouse gases
and environmeiatly-friendly technologies).

T Establish a clean development mechanism (CDM) and carbon credittdGnsure
maximum benefit to Lao PDR.

T Promote research and analysis together estdblish a data inventory relating to the
weather. Additionally, effog will be made to measure weather changes, establish early
warning systems, make weather forecasts, and create a national plan on mitigation of the
impacts of weathechanges. For facilitating this, appropriate equipment will be installed.

TIntroduce #mospheric and aerial science in the teaching curricula at all levels and raise
societyp s a w a rgmbalevarmingo f
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T Raise funds for weather forecast and managemetiteatecessary levels by urging all
international development partners to contridotéhe environment protection fund, and also
provide technical assistance for protecting the environment and reducing greenhouse gases.

4 Disasters

TIn addition to prioritising postdisaster activities, for instance rescue, assistaand,
rehabilitaton, effors will also be made to take precautionary steps to mitigate the impact of
catastrophes like floods, bank erosions, droughts, argd fire

T Strengthen the capacity and participation of entities regasleentral and active points in
disaster margement.

T Establish early warning systems and increasing the number of meteorology and hydrology
stations in risk areas.

T Gather necessary information regularly and in a timely manner, so that people receive this
information before a disaster strikes, aathitake mitigating measures well advance

T Create warehouses to store the necessary equipment and mateeiaefgencyhelp in
various parts of the country and in those provinces highly exposed toftidissister. This is
to ensure fast and timely rescue and rehabilitation of the affected people.

T Coordinate and cooperate witklevantsectors, local authorés, and state and private
economic organisations for implementing the strategic foamisaster alleviation and the
UXO problem.

[3] Programmes anBriority Projects:

- Project on improvement of the Environmental Law, review and improvemehe ddw
water and water resources, and drafohgnew law on weather forecast and hydrology;

- Project ondrafting a green environment strategy with operation plan and related
mechanisrato ensure sustainable environment.

- Project on development tfie national strategy on climate change with operation plan to
adaptand reduce the impaat$ climate change

- Project on supporting environmental management

- Project on enhancing capacity human resource management and development to be
able to manage clealevelopmenmechanism and carbon credit

- Project on construction afational environmental laboratory to become a reference for
inspection and certification on providing environméimapection services.
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- Project on preservation and development of 2 water sources baskR@MSA protocol
which arelocatedin Champhone District, Savannakhet Province and Kieudngo lake, in
Patoumphone District, Champasack Province.

- Projecton integratedwater resourcemanagement and project on transbordermghe
Mekong basin, and in Mekong River brunches that have development potential (such as
NamngeumNamThuerANamkading Sebangfay, Sebanghieng, Sekong, and others)

- Project on ingdllation of national earlyvarning system for providing forecast services on
flood, drought, and other national disasters.

- Project on improving and upgrading weather forecast and hydrology statiah
earthquake alert statisacrosghe country; awl other projects

[4] Measures:

- Increase dissemination of political thinkingggarding Party policy and law of the
governmentthe NSEDP, and resolutions frothe upper level.

- To ensurepeople in societyare aware of the importae of water resourcegrotecton of
the environment, weather forecast and hydrology, eadyning systersy and preserving
various species.

- Cooperate regially and internation& on water resources and environment, weather
forecast and hydrology, thésks of disasters and eaflyarning system to exchange lesson
learnedand attract more funds.

- Follow up, monitor, and evaluate projgecin water resources and environment to be more
efficient and stronger to ensure sustainability

- Integrate water resirces and environment, weather foregsamtdhydrology into school
curriculaincludingtheformal educatiorsystem, higheeducatiorsystemand universies

- Encourage people in societydtrive tomake Lao PDRto green, clean, and beautiful.

- Improve and upgrade organizat®im charge of water resources and environmernhat
provincial level to become individual departreeand at district level to become individual
offices. Additionally, divide work and responsibilities froitne central tathelocal level.

- Enhance capacity of water resources and environment organgzagsowell as human
resources to ensure effective and efficierse of water resource and environmental
management.
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2.3.2 Land Management anBevelopment
[1]. Directions:

Promoteuse and maintairance of the land and natural resources a way thatensurs
sustainability, effectiveneaseof land surface and underground andnimises theeffecton
environment and society. Land (and the natural resources therein) will Heagfee for
industrialisation and modernisation, and a source of revenue for national development. Effort
needs to be mad® ensurepeople have the right to use land for earning their livelihood,
building their houses, and producing agricudtuproducts asindicated in law. Land
development will also focus on forestlands; both protected and conservation forestsg Turn
land into capital i® keysource of wealth fothe people andhe nation.

[2]. Targets
1. Land allocation, zoning and classification:

Aviake land classification plarfat the macro level), master psgfor land use planning (dbe
national level), land use planning (at provincial and district levels for the whole country);

Aviake land classification at micro levels (detailed plans), ésihetand use planning at the
village and Kumban levels, for the whole country;

Adand over the responsibility on land management to organizatiahindividuas as stated
in the national land allocation plan, law, and regulation

Ararget to completessuing 1 millionlandcertificates

MResearch and establish data basdsnd and natural resource using computer system

2. LandRevenue:

Kollect revenues from land such as tax, rent, transactis) deenership transfer feg
concession feeand other inward flows indicated in the land law, to increase their share in the
tax revenues to at least 15% per year.

Ancrease the flow of revenues from land to 3 times the present proportion, or 5% of all
national income.

Mevelop and improveand ad naturalresource policies, regulations and laws
AComplete the improvement of the Land Law

Amprove decre® regulatiors and other legislation to be consistent with the existing law.

[3] Programmes and Priority Projects:
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Aroject on land classifition atthe micro level (detailed plans), especially land use planning
at the village and Kumban levels and districts;

AProject on sustainable land and water resource management;
Mroject on establishing data bases on land and water resources;
MProjecton land allocation and issuing land certificates;

MProject on inspection of owning government lands and lands that used to belong todmigrate
people, lands that illegally belong to individsand also government land for rent and
concession;

Aroject m reorganizing city areas, rental or concession areas and developeid areas to
attract more investment;

Aroject on enhancinte capacity of Land Management Organization;
Aroject on land tax: improving amilaftinglegislation on land andatural resources;

Aroject on dissemination of pals, laws, and legislation on land and natural resources; and
other projects

[4]. Measures
1). Land use management and classification:

- Continue to survey land and collect data with a view to allegdhe land,completeland

zoning and classification, and map the land. The plan aims to complete a Master Plan for land
use management, land protection, and natural resource management at the local, regional and
national levels. For drawing up this plahe National Land Management Authority, Land

Use Planning and Management Department, and local authorities are working together. The
aim is topresenthe Master Plan before the National Assembly by 22001.

- Draw up maps and land use development pdan order to identifywhich areas are easy or
difficult to develop.

2). Monitoring and dissemination of the legislation:

KClosely monitor individuals, groups of persons and organisations using land not in
compliance with the law, and if necessary tedgal action against them;

MDisseminate policies, regulations and laws related to land and natural resources nationwide
by organising meetings, workshops and other public communication means, in addition to
formulating them into the educational curriculum

3. Enterprise development
Enterprises play an important roteexpanding production capacity and are a key component
for operating business. They supply production factors such as capital, langt, #adob
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technology. The enterprises are both pomta and sellers. Therefore, developing enterprises
is an objective and task of tiseventh Plaby promoting various kirglofenterprises such as
household enterprisesmalland medium enterprises, mixed enterprises, and compamie
grow independentlyn line with the law or combined in groum order to ensurewnership

of the economic market. There ia need to create favourable conditions and facilities
(including ensuring property rightgp stimulate economic entitieboth state and private
investmentto achiee rapid economic growth.

3.1. State Owned Enterprises
[1]. Directions:

In this sector, the approach is to strengthen state owned enterprises (SOE) and transform
them into spearheading the economic sectors. They are to assume aaritmobe in the

market economy within a sociakistiented system, and algo ensure macroeconomic
stability. There is a need to reform state enterprises comprehensively, stressing particularly
the areas of finance, organisation, personnel and adraiiost, in order to fully corporatize

them for high efficiency in business operations.

[2].Main Targets

Aormulate a strategic plan for SOEs and state business development. The plan will review
the SOEsd® roles and r e syctapwfitablé dusiness and assume e . t
a political function in |Iine with the Partyo
with the existing | aws and regul ations. The!
be accountable.

HMOrganise ad develop groups of enterprises to become base forces in terms of assets,
knowledge, intellect, and technical science, capable of competing domestically and
internationally; for instance in production, services, and construction, through the planned
marketmechanism.

YA Implement, review and inspect legal instruments related to enterprise and business,
making them consistent with the Pdrtgdirections, state policies and market
mechanism.Aim to create conditions that allow business enterprise®perate
smoothly.

Anspect SOEs to review the organisations in general, and examine possibilities of
maintaining strategic enterprises fully under state ownership. Next, the idea is to transform
some SOEs into mixed or shareholding enterprises. While in geitesatontemplated that
SOEs can be improved and run more efficiently, some SOEs could be considered for sale,
dissolved or declared bankrugegpending on the circumstances
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ASeek possibilitiego establishstrategic companies with 100% state investment. Next, the
government will directly manage companies having a state shareholding of more than 51%.
These could be in national defence, electrigiéyeration, construction materials, food
supply, telecom, agtion,andother strategic enterprises.

ABuilding strong enterprises and expanding cooperation between domestic and foreign capital
(i.,e. mixed enterprises). The aim is to ensure that the enterprises are financially stable,
technically strong, and theylfy follow laws and regulations.

Arovide full autonomy to SOEs so that they can smoothly conduct their business to attain
their defined targets as per the direction and law.

Anvest resources obtained from different agencies to strengthen the teblasieand skills
of the workforce (for the full range, from family units to formal business enterprises), with a
view to responihg to the market demand.

Astrive to widen and unambiguously assign responsibilities within SOEs, dotfoeston

mixed entergses and cooperative enterprises. At the same time, the aim is to demarcate the
control of governance of enterprises between the central, provincial and local levels
according capital ownership, size of the enterprise and technological status.

Aattempt tobuild a comprehensive strategic plan for enterprise and business development.

[3]. Measures

- Educate all concerned to make them understand the notion of a planned market economy,
and build unity among them so that they efficiently implement this noimoropmpliance
with the Party directions and state policy.

- The approach, objectives, targets and programmes under both local and central
responsibilities will be developed into detailed activities and work plans.

- Investments will be made in key seadnat boost other enterprises. The aim is to mobilise
and advocate all businesses to effectively participate in the economic development process.

- Develop organisatia) support apparatuses that boost production, and retain qualified and
skilled personneo manage enterprises at both macro and micro levels.

- Set up coordination systems and division of responsibilities between ministries, sectors and
localities for effective management, and enable enterprises to operate effistetiipt they
cancompeéein domestic and international markets.

3.2. Small and Medium Enterprises (SMES)
[1]. Directions:

The strategy of SMEs requires them to upgrade and modernise so that they can be integrated
into the production system. They should be able to trade thmilupe with other locales,
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