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1. Introduction 

To address the problems of climate change and environment deterioration, the UN General 

Assembly Open Working Group (OWG) derived the Sustainable Development Goals (SDGs) 

from the more generalized MDGs and included the concept of sustainable development. One 

of the main environmental problems for the planet is the continuous depletion of the limited 

natural resources. By the end of 2050, the global world population is expected to reach 9.5 

billion, out of which 70% of the global population would be based in the resource intensive 

urban centres1. This rapid rate of urbanization and exponential population expansion are putting 

drastic burden on the carrying capacity of Earth which further gives rise to chronic problems 

such as water scarcity, food insecurity, and energy poverty. Each year around 1.3 billion tonnes 

of food is wasted while approximately billions of people are deprived of nourishment2. This is 

due to the uneven distribution and unsustainable consumption of food resources. Also, water 

scarcity due to excessive and inefficient use of water resources is becoming increasingly 

prominent in several parts of the world as more number of people each year, continue to rely 

on the limited 3% of world’s fresh water resources 3 . Greenhouse gas emissions from 

commercial and residential fossil fuel energy demand in the developed world is causing 

changes in the global precipitation levels and water cycle, which as a consequence is affecting 

the livelihood of the marginalized communities in the South.       

 

The international community has validated the association of unsustainable consumption and 

production patterns with increasing deterioration of the global ecosystem. It is thus imperative 

that the resources are used efficiently and sustainably while advancing towards economic 

development, which is why the UN has introduced the notion of “responsible consumption and 

production” as SDG 123. There are a total of 11 targets covering various sectors that have been 

set for SDG 123. Few examples of the targets set for 2030 are to halve the per capita global 

food waste at the consumer and production level, significantly reduce generation of waste 

through reduce, recycle and reuse, manage use of resources sustainably and efficiently, and to 

impart relevant information and awareness to all people for sustainable development and eco-

friendly lifestyles. In addition to the targets, a 10-Year Framework of Programmes on 

Sustainable Consumption and Production (10YFP) was also adopted by the Heads of State at 

                                                      
1 United Nations DESA.2015.World Population Prospects 
2 FAO.2013. Food Wastage Footprint: Impact on Natural Resources 
3 UN.2017.The Sustainable Development Goals Report 2017 
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the United Nations Conference on Sustainable Development in 20124. The 10YFP provided a 

global framework for taking action on shifting towards SCP in developed and developing 

nations.  

 

Lao PDR is one such developing nation that is facing rapid economic growth which in turn is 

affecting its abundant natural resources. The country has witnessed a fast GDP growth rate and 

has remained over 7% over the last decade for the period of 2006-20165. The GDP growth rate 

increased from nearly 6% in 2003 to almost 8% in 2006 which shows the steep rise in the 

economy5. Along with the rapid GDP growth rate, Lao PDR is also seeing a population 

expansion as the country is expanding with an average rate of 1.5% population each year6. 

However, the GDP growth rate and population expansion has increased the per capita GDP and 

has raised the household income of the people. As a consequence of this urbanization, there is 

an increased stress faced by the abundant ecological reserves that the country possesses due to 

its sensitive location near the Mekong river basin5. Lao is a country with a mountainous 

behaviour and has a dominant multi-ethnic rural society out of which almost 80% of the 

population depends on the natural resources to fulfil their household and economic needs7. 

More than half of the country’s GDP ($15.8 billion) is still accounted by the environmental 

sector such as livestock, agriculture, forest products, and marine resources and thus 

environment is regarded as a main asset for Laos’ development7.  

 

Due to the upsurge in urbanization substantial FDI investments is being mobilized in the 

country for two major sectors i.e. mining for alloys and metals such as copper, gold and 

diamonds and secondly for hydropower projects which will generate electricity that will be 

exported to the neighbouring countries8. Lao PDR has received almost 25% of its revenue from 

mining and hydropower projects in the recent years. With almost 100 hydropower projects 

ongoing, the Government of Lao (GoL) has proposed another 180 projects to be sanctioned9. 

Lao PDR offers many competitive advantages to funding agencies such as political stability, 

low labour cost, rich and abundant natural resources. The country has now become the hotspot 

for the international donor community and is receiving significant investments in terms of both 

                                                      
4 UNEP.2010. ABC of SCP 
5 Phonsavath, T., 2017. Sustainable Consumption and Production in Lao PDR. In Sustainable Asia: Supporting 
the Transition to Sustainable Consumption and Production in Asian Developing Countries (pp. 183-212). 
6 World Bank.2014.Lao Development report 2014 
7 World Bank.2016. Lao Economic Monitor FY15-16 
8 GIZ.2009. Foreign Direct Investment (FDI) in Land in the Lao PDR 
9 Ministry of Planning and Investment.2016.8th Five-Year National Socio-Economic Development Plan (2016-
2020)  
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technical and financial support. These investments from foreign agencies have even though, 

increased the financial condition of the people but are also causing many social and 

environmental problems such as widening of income gap between the urban and rural 

population, land exploitation, land degradation and etc10. Thus, in order to develop and grow 

as a nation, Laos needs to make sure that the foreign direct investment, which is the main source 

of modern revenue, remains sustainable, efficient and socially gaining. This means that the 

government needs to make reforms in their existing policies and should work with several 

heterogeneous stakeholders to make sure that the investment projects do not hamper the 

country’s social and environmental well-being. This could be achieved by emphasizing on the 

concept of SCP and integrating it in the agenda of new plans and policies of GoL. So far Laos 

does not have a single policy or a framework in place that supports sustainable consumption 

and production. There has to be promotion of the concept of SCP at multi-level to ensure that 

SCP habits and choices are made. The nation needs to identify appropriate SCP models and 

interventions that are feasible for a developing nation like Laos. There are many sectors that 

the government can identify which can adopt SCP methods and help reinvigorate the ecological 

balance. Capacity building of several multi-lateral government bodies needs to be conducted 

to integrate SCP in monitoring and enforcement of sustainable approaches. 

 

  

                                                      
10 ADB Economics Working Paper Series.2015. Two Decades of Rising Inequality and Declining Poverty in the 
Lao People’s Democratic Republic 
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2. Country Profile of Lao PDR 

 

Since Lao PDR opened its economy to the international community in 1986, there has been a 

significant growth in the standard of living of the people. The increasing development in the 

economy has largely been because of the abundant natural resources based projects such as 

mining and hydro energy. However, these projects have been associated with environmental 

and social impacts which need to be addressed so as to have an inclusive growth.  

2.1. Socio-economic Profile 

There has been substantial growth in the country’s economy in terms of three economic 

indicators (population, GDP and affluence) from 1990-2025. The population growth rate 

equated to almost 2% per year and increased by 60% by the end of 2025 from 199011. Over the 

same period, GDP of the country increased at an average growth of 6.8% from 1.1 billion US$ 

in 1990 to 5 billion US$ in 201311. Since the GDP growth rate outnumbered population growth 

rate, this enhanced the affluence (GDP per capita) of the society three folds from 1990 to 2015. 

Most of the rapid economic growth during the period has varied unevenly across different 

sectors as Lao PDR transitioned towards urbanization. In 1990, the agriculture, forestry and 

fishing related sectors contributed to almost 48% of the GDP, in contrast to only 25% by 

201312. The sectors which saw an expansion due to industrialization are the mining and energy 

utilities sector, which contributed to almost 12% of the national GDP, up from only 3% in 

199013. Similarly, manufacturing sector saw an increase from 4% in 1990 to 9% in 2013, while 

the combined service industry (retail, entertainment, restaurants and hotels) doubled from 10% 

of GDP in 1990 to 20% by 201313. Another important sector which has grown to become a 

major contributor for revenue for Laos is the tourism sector. The tourism sector accounted for 

over 20% of exports by 2013, which even though in share terms had not  drastically increased 

from 18% in 2005 but indicates a sector growing very rapidly in line with the country’s 

economy13.  

 

During the period of 1990-2015, the capital investment rose from 26% to 38% while 

government consumption maintained stability and equated to around 10% of final demand 

                                                      
11 World Bank.2017.Lao Economic Monitor 
12 ADB.2012.Urban Development Sector Assessment, Strategy and Road Map 
13 UNEP.2016.Indicators for a Resource Efficient and Green Asia and the Pacific: Lao PDR Report 
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which is in line with the country’s economic growth13. The overall economic upturn of Laos 

over 25 years had a positive impact on human development as well, since both standard of 

living and quality of life improved. Lao PDR’s Human Development Index (HDI) value for 

2015 is 0.586 which is a 47.5% increase from 0.397 in 199014. This increase in HDI placed the 

country in the medium human development category as it stood at 138th position out of 188 

countries and territories. Between 1990 and 2015, the life expectancy at birth increased by 13 

years i.e. from 53.6 years in 1990 to 66.6 in 201514. For the same period, the mean years of 

schooling and expected years of schooling increased by 2.1 years and 4.1 years respectively 

and the GNI per capita increased by almost 212.4 percent between 1990 (1,616 2011 PPP$) 

and 2015 (5,049 2011 PPP$)14.  

 

The economic profile of Lao PDR described above implies that the material standard of living 

of people in the country has on average improved. However, despite such notable increase in 

affluence and standard of living, Lao PDR has remained one of the poorest nations in the East 

Asian and Pacific region10. This is accounted for by the rapid growth in GDP experienced over 

the same period in the region as a whole. Most of the countries in East Asia served as major 

exporters of raw materials and energy for China, which itself is going through an exponential 

growth phase and thereby leading to a cascading impact on collective growth of the region. 

Also, even though the GDP and affluence has increased the absolute level of GDP per capita 

remains relatively low i.e. less than $800 per capita in 2014. In 2011, the gap between the 

income per capita for Lao PDR and the ASEAN-6 countries had widened13.  

 

Even though Lao PDR’s economic growth has been significant, other issues such as poverty, 

social and environmental challenges remain widespread. For example, poverty head count ratio 

of Lao PDR decreased from 55.7 in 1992 to 33.9% in 2008 which is aligned to the overall trend 

in Southeast Asia14. However, there is a need to eradicate poverty completely and not just to 

alleviate a few people of it. 

2.2. Environmental footprint of Laos 

Lao PDR is blessed with abundant natural resources and mineral wealth which have been the 

main source of revenue generation for the country for many decades. Minerals and resources 

such as tin gold, coal, zinc, lead, gypsum etc. are some of the primary commodities that have 

                                                      
14 UNDP.2016. Briefing note for countries on the 2016 Human Development Report: Lao PDR Report 
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been exploited in Laos15. However, due to increasing industrialization there has been more 

emphasis on hydroelectric power, coal and mining for development interests. The subsequent 

sections of the paper looks at energy use, water use, emissions and overall material footprint 

of Lao PDR.  

2.2.1. Material use and material efficiency  

Much of the material inputs to the economy of the Lao PDR are dominated by domestic 

extraction, while imports of materials remain negligible except for fossil fuels. Until the time 

of urbanization material inputs such as biomass were mostly applicable to the agriculture 

sector but after industrialization became prominent in the country, material inputs such as 

metal ores and other non-metallic minerals grew to contribute majority of the share of 

material inputs13. Metal and non-metallic ores are heavily used as inputs for construction of 

urban infrastructure as Lao PDR progresses towards a more urban setting.   

The accentuated share of non-metallic materials over the years from 1990-2015 correlates to 

the increasing investments in energy infrastructure (hydropower) projects, whereas the 

dominance of metallic ores during the same period is accounted for by the large exports of 

mineral resources such as copper and gold which contributes over 40% of the total export 

earnings13. However it is observed that the gap between the magnitude of material input and 

material footprint and consumption of Lao PDR is drastically large which proves that 

majority of the country's material inputs are being used for manufacturing products that are 

being consumed elsewhere and less for domestic use13. This is also supported by the fact that 

imports of foreign material is considerably less and material inputs are used more revenue 

generation of the state.  

 

Overall, Lao PDR’s per capita material footprint of consumption is lower than the regional 

average, which means that Lao PDR’s population consumes fewer materials as compared to 

other similar countries in the region, and hence would need to increase their material 

footprint in order to for a better human centric development. Laos’ material footprint stands 

at 5.6 tonnes per capita which is 60% less than the footprint of the Asian developing 

countries’ 9.5 tonnes per capita13. Similarly, material efficiency for Lao PDR is comparably 

lower than the regional average. Material efficiency was the greatest during the period of 

1970-1990 after which, the efficiency and quality deteriorated as more mining and 

                                                      
15 UNEP.2011. Resource Efficiency: Economics and Outlook for Asia and the Pacific 
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hydropower projects, which are high value industries requiring large volumes of input 

materials, commenced.  

2.2.2. Energy use 

The most common sources of energy in Lao PDR are the traditional sources (wood, charcoal 

and biomass)16.  In 2009, traditional sources of energy accounted for almost 70% of the total 

energy consumption, while fossil fuel based energy accounted for only 17% of the total16. 

Major energy consuming sectors of Lao PDR include residential which accounts for most of 

the total energy consumption i.e. 51%, followed by transport and industrial accounting for 

26% and 20% respectively13. The energy consumption in the transport sector has increased 

due to rapid increased in private vehicle ownership and increase in number of access roads. 

It is expected that with economic growth, the total primary energy supply (TPES) of Laos 

will increase from 747 PJ by 203513.  Laos, which currently relies on biomass as the major 

source of energy, is expected to rely on hydroelectricity, which would comprise of almost 

50% of the TPES. Other fuels that would be intensively consumed would be lignite (32%) 

and oil (21%). By 2035, biomass based fuels such as wood and agriculture products are 

forecasted to have the least share (20%) since, most of the population are expected to live in 

the urban areas instead of the rural17.  

 

The rapid growth in the service and manufacturing sector of Laos indicates that the energy 

consumption would accelerate and would be the most energy consuming sectors out of all. 

Currently, the residential sector consumes most of the total energy. However, it is predicted 

that by 2035, the service sector would contribute to the largest share of about 32% of the total 

final energy consumption (TFC), followed by the industrial, residential, and transportation  at 

29%, 23% and 16% respectively. By the end of 2035, it is expected that the industrial sector 

would grow with the highest rate with an Average Annual Growth Rate (AAGR) of 8% due 

to the surge in the industrialization process of Laos’ economy. With more number of 

hydroelectricity projects being established in the country, the export of electricity to 

neighbouring countries is also expected to increase at AAGR 9% from till 203518.  

 

                                                      
16 ADB.2010. Energy Sector in the Lao People's Democratic Republic 
17 Department of Statistics.2011. MPI, Lao PDR 
http://www.nsc.gov.la/index2.php?option=com_content&view=article&id=37&Itemid=38 
18 Lao Government, Renewable Energy Development Strategy, Vientiane : Government, 2011. 
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Despite the positive energy prospects of Lao PDR, the fuel consumption in Laos is still very 

low and there is large number of people facing energy poverty.  A major factor for this is the 

widening gap of energy accessibility between urban and rural population. In comparison to 

other Asian countries, the energy footprint of Lao PDR is considerably low. In 2012, the 

Energy footprint for Laos stood at 2.6 GJ per capita which is only 7% of other similar Asian 

countries average of 35.1 GJ per capita13. 

 

In terms of energy efficiency, Lao PDR’s energy efficiency remains lower than their 

counterparts in the Asian region. The efficiency for Lao PDR was better in comparison to the 

Asian average until the hydroelectricity power expansion in 2009, after which the energy 

efficiency for Laos remained marginally above the Asian average. 

 

Given this, it seems that energy access for the economy and for households (especially rural) 

needs to increase remarkably so as to increase the material standard of living and for the 

economic development of the country. However, it is to be noted that, with increase in energy 

use there has to be an increase in energy efficiency simultaneously, which could otherwise 

further hinder the prosperity of the country. Apart, from the biomass and hydropower energy, 

Lao PDR should also emphasize on the use of other cleaner technologies and renewable 

energy which can help it attain sustainable development. For example, Lao PDR receives 

approximately 300 sunlight days annually, with more sunlight days in the southern region. 

The potential for solar energy in the country is estimated at nearly 5 kilowatt-hours (kWh) 

per square meter (m2) per day19. Since, solar energy plays an important role in providing 

decentralized electricity in remote areas, it could act as an important factor to alleviate energy 

poverty and enhance livelihood for the rural communities.  

 

2.2.3. Water  

Lao PDR has abundant water resource that has the potential for its socio-economic 

development. Its location next to the Mekong River Basin offers variety of water and other 

natural resources that can be used to generate revenue in form of hydropower and irrigation. 

The total annual water flow of Laos is approximately 270,000 million cubic meters which is 

                                                      
19 Vongchanh K.2012.The Need for Sustainable Renewable Energy in Lao PDR. Department of Mechanical 
Engineering, Faculty of Engineering, National University of Laos, Lao PDR 
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almost 35% of the average annual flow of the combined Mekong Basin20. The monthly river 

flow is strongly correlated to the precipitation level which is about 80% during the peak rainy 

season from May to October and about 20% in the dry season from November to April20.  

The total inland water resources for Lao PDR are estimated at around 723,500 ha out of 

which 56% is accounted by rice field 27%;  is contributed by the Mekong river; 7% from 

other main rivers; 7.8%  from reservoirs; and rest from fish ponds and swamps21. Lao PDR 

has a higher potential for hydropower and thereby to generate foreign income, as compared to 

other countries in the lower Mekong River Basin. The hydropower sector also has grown 

rapidly as the production increased roughly 5 folds from 247 million kilowatt hours in 1976 

to around 1187 million kilowatt hours in 199921.  

 

Apart from the hydropower sector, GoL has also prioritized investments for the irrigation 

sub-sector since food production and agriculture are the foundation for national economic 

development, food security and livelihood development of the rural population in Laos. The 

irrigation sub-sector elevated the average yield of paddy rice from 1.43 t/ha to 3.27 t/ha 

during 1976-2000. 

 

However, considering the potential of water sector of Lao PDR, the water resource 

development is low since the irrigated land is only one-fifth of the national paddy area and 

hydropower generation remains at only 2% of its total potential of 30,000 MW21.  Over the 

period of 1970-2008, Lao PDR’s level of water withdrawals per capita was almost 80% 

higher than other Asian countries13. After 2008, with rapid increase in population growth rate 

the water withdrawal per capita declined. Also, it was observed that much of the water 

withdrawn was embodied in for exports since in 1998, almost 70% of the water withdrawn 

was reserved for exports and only 30% satisfied domestic requirements13. 

2.3. Major Challenges  

Since 1990, Lao PDR is in continuous period of dynamic economic change and is undergoing 

robust development. The overall poverty has decreased while the human development index 

has improved from 1990 till present22. Yet, there are wide disparities among gender, ethnic 

                                                      
20 ADB.1998.Water Resources Coordinating Committee, National Water Sector Profile and Water Resources 
Coordinating Committee, Water Sector Strategy and Action Plan 
21 Nonthaxay P.2004.Water Resources Management in Lao PDR. 
22 UNDAF.2012-2015. Country Analysis Report: Lao People’s Democratic Republic 
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groups, and the different demographic of the country due to inequity in access to basic 

services such as health and education. The continuing urbanization and economic growth 

pose as both threats and opportunities for the country. The vast increase in FDI has not been 

sourced properly for harnessing food security, technology, poverty alleviation, and services 

for the people. In contrast the FDI has been unfavourable for 80% of the population whose 

livelihood depends on subsistence farming22. Thus there are many challenges that the GoL 

needs to address in order to manage the economic growth sustainably and provide an 

equitable and stable development. Some of the challenges that hinder the development for 

Laos are:  

2.3.1. Rural Poverty 

Poverty in Lao PDR is vastly prominent amongst the rural households. The economic gains 

derived from high GDP growth have not been favourable for the rural demographic of the 

country23. Population expansion and increasing population density are putting pressure on the 

existing land and forest resources while at the same time, sanctions and concessions for 

starting mining and hydropower projects are reducing access to and control of resources. As a 

result rural poverty and inequality are commonly found in seven of the concentrated poor 

provinces. The reasons for the continuing rural poverty are low farm productivity, rising 

inequality in land and land laws, and increasing privatization of ownership of forest land to 

foreign investors23.  

2.3.2. Employment 

Most of the workforce (70%) in Lao PDR is employed in the agriculture sector22. With 

increasing urbanization more jobs would be available in the country but however, the 

population of Lao PDR is not well-trained to readily work in sectors such as construction, 

food processing, commercial and industrial. Hence, there is an influx of human resources 

from China and Vietnam and thus, there is a need for proper training, skill development, and 

promotion of job opportunities for the young demographic of Lao PDR22. Without this, there 

will be rise in vulnerability amongst the working age population and a pressure to migrate to 

external regions. Also, there is an inequality in employment opportunities between the two 

genders as more male workers shift from agriculture to industrial sector. This is due to the 

discrimination faced by women in education sector and they therefore receive less formal 

education as compared to men.  

                                                      
23 Engvall, A., 2006. Ethnic minorities and rural poverty in Lao PDR. Stockholm School of Economics. 
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2.3.3. Nutrition security 

Despite the rapid economic expansion, it is estimated that 37% of the children who are under 

5 are underweight and 40% are under nourished. In the rural areas, the rate of malnutrition is 

much higher than the children in urban areas because almost 42% of children in rural 

communities are underweight and 46% are stunted22. Few reasons for why malnutrition is 

common in the Lao PDR are because of poor feeding practices, inadequate breastfeeding, 

water supply and sanitation and food insecurity. It has been observed that proper knowledge 

about basic nutrition is lacking in Lao PDR’s vulnerable demographic. Many of the children 

affect with malnutrition suffer disproportionately from diseases such as diarrheal and 

parasitic infections which are outcomes of poor sanitation facilities available to them24. Food 

insecurity due to low agricultural productivity, in-secure land tenure and natural disasters 

cause food insecurity and make the food less accessible, stable and available to the vulnerable 

population.  

2.3.4. Education 

Lao PDR has achieved significant progress in the education field as more number of children 

are now enrolled in educational programs in the country. However, there are still notable 

disparities between gender, ethnic groups and urban and rural households. Admissions in 

early childhood education programs have increased over the years but since, the schools 

where these are conducted are only located in urban areas, there are a large number of rural 

children who have not been able to avail early childhood education. In primary education, the 

net enrolment has increased but nearly 1 in 10 children have not received any formal 

education out of which 58% are girls22. The most common reasons for the disparities and low 

rates of enrolment are poor school facilities, inadequate teaching methodologies and lack of 

proper learning materials. Other hindrances in the development of the education sector 

include less encouragement to join school from parents, priority given to farming, social 

issues such as discrimination on the basis of gender, ethnicity and class25.  

2.3.5. Governance 

The Government of Lao PDR should ensure that the economic benefits are balanced, 

inclusive and equitable. Even though there is adequate framework of governance system, the 

government frequently lags behind to timely deliver and broadcast information to the public. 

                                                      
24 Phimmasone, K., Douangpoutha, I., Fauveau, V. and Pholsena, P., 1996. Nutritional status of children in the 
Lao PDR. Journal of tropical pediatrics, 42(1), pp.5-11.  
25 Ogawa, K., 2009. Higher education in Lao PDR. The political economy of educational reforms and capacity 
development in Southeast Asia, pp.283-301. 
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There are limited monitoring and performance assessment checkpoints in the governing cycle 

which questions the transparency and accountability of the government22. The different level 

of ministries and government bodies contradict in their power and functions, thereby creating 

a pool of complex and unambiguous policies. Communities and households are also not 

involved in planning phase of a policy and therefore there is a need for decentralized, flexible 

and cohesive participatory decision making process. Many government institutions also lack 

qualified human resources and require capacity building training to perform their delegated 

responsibilities22. Overall, there is a need for reiterating the governance structure and 

improving management of government bodies through training and capacity building 

workshops.  
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3. Key Sectors  

3.1. Buildings & Construction 

Overview 

Before urbanization the growth of construction and buildings sector was fairly low. Houses in 

Laos were self-built traditionally and were occupied by the owners themselves. The houses 

served not just as residences or place of living but some of the space was allocated for 

opening retail shops and workshops where families could conduct small businesses26. 

Construction of these traditional types of buildings and houses used local building materials 

such as wood, rammed earth, straw etc. and were constructed using local labour. The labour, 

transportation and material costs for construction of these traditional buildings were much 

lower than the modern buildings that are being made today. After the sudden increase in 

modernization, the construction of private buildings grew and urban areas became 

disorganized due to the absence of proper master plans26.   

 

The share of GDP for construction stood at 4.7% in 2008, which increased to 6.1% in 2011 

and is expected to increase further27. The growth rate of construction sector increased 

approximately 5 folds from 5.1% in 2008 to almost 25% in 201127. This shows how rapidly 

the construction sector in just 3 years. The value of the buildings and construction sector is 

expected to increase from nearly 6,788 LAKbn in 2016 to 21,440 LAKbn by2026, which is a 

68% growth. The annual average growth rate of the construction sector is also estimated to 

increase with 5.50% AAGR in 2016 to 7.85% AAGR by 202627.  Thus, the prospects for the 

growth of buildings and construction sector for Lao PDR is positive and are in line with the 

country’s economic development.  

 

Future growth in the buildings and construction sector in Laos is majorly driven by high FDI 

in natural resources and significant number of public investment in infrastructure which will 

result in flourishing of the real estate in urban Laos. The FDI for the construction sector 

increased from US$ 1.5 million in 2005 to US$ 152 million in 201127.  

 

                                                      
26 Vangkeomany S.1999.Building Sector and Housing Situation in Laos 
27 Buildings and Construction Authority, Singapore. Country Report: Lao PDR, Focus on Construction Sector. 
Available at: https://www.bca.gov.sg/ExportServices/others/LaosCountryReport.pdf 
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Challenges and issues 

Even though the growth rate of the buildings and construction sector is very high in Laos, 

however, it is still slow as compared to the other Asian countries. The sector is expected to 

grow phenomenally for the next decades in order to cater to the needs of the increasing 

population and economic development. There are several challenges and issues that are 

attendant of the increase in the magnitude of the sector27. Problems such as urban planning, 

air pollution, traffic congestion, and lack of proper waste management facilities are some of 

the common challenges recognized by the urban local bodies that are the direct consequence 

of rise in construction due to population expansion. Some of the other resource issues faced 

by the GoL for sustainable implementation and development in the construction sector are 

lack of skilled manpower, supply chain management and technology innovation27. There is a 

scarcity of qualified and skilled personnel to implement innovative projects as most of the 

unskilled labour force of Laos are exported to neighbouring countries as they work for lower 

wages. Lao PDR has to employ relatively costlier semi-skilled foreign workers from China, 

Thailand, and Vietnam.  

3.2. Industrial 

Overview and challenges 

The industrial sector grew at an annual rate of 12.5% during the period 2005-2010 and thus 

accounted for almost 33% of the total GDP5. In the 8th National Socio-Economic Development 

Plan (NSEDP) the Government of Laos (GoL) plans to increase the growth rate to 15% by 

20209. The two main industries that make up most of the industrial sector are manufacturing 

and mining.  

 Mining: The mining industry witnessed a growth rate of 8.1% per year and accounted 

for almost 10% of the total GDP28. The combined mineral sector contributes to around 

19.5% of revenue for entire Lao PDR industrial sector. Currently there are more than 

200 companies active in Lao PDR that is related to various aspects of mining and 

exploration. 34 out of the 200 companies are foreign companies whereas two large scale 

gold and copper mines are operational28. The GoL is providing concession to large scale 

mining projects throughout the country. The production value for the mining sector has 

multiplied nearly hundred times from US$ 8 million to US$ 600-700 million starting 

                                                      
28 Kyophilavong P.2009. Mining Sector in Laos.69-100 
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from 2002 to 2007 and 200829. Industrial and large-scale international mining projects 

are the main contributors of revenue generation for the economy and create local job 

opportunities and community development. For example, the combined value of 

production of two main projects; Lane Xang Minerals Limited (LXML) and Phou Bia 

Mining (PBM) approximated to US$ 550 million in the year 2007 and increased to US$ 

700 million in 2008, which accounts for more than 90% of the total production value 

of the entire nation’s mining industry29. Although, the government is implementing new 

legislations that support provisions for environment and social development associated 

with the projects, local communities need to take part in negotiations and discussions 

needs to be worked on for which, knowledge and funding is required. Some of the many 

social and environmental problems being faced in the country due to mining are 

deforestation, increased pressure on water resources, contamination of soil and land 

with hazardous and toxic chemicals and heavy metals such as mercury, cadmium, and 

lead29.  

 

 Manufacturing: The manufacturing sector accounts for 10.3% of the GDP and is 

growing at 14.5% rate annually5. The number of factories increased by a 5.7% rate from 

2010-2012 as they increased from 35,948 in 2010 and rose to and 38,126 in 2012. The 

number of employees too witnessed a drastic increase as they increased to 135,273 in 

2012 from 116,826 in 2010, showing a 13.6% increase in the two-year period. The 

manufacturing sector of Lao PDR has expanded from more from about US$ 85 million 

to US$ 464 million from 1990-200830. Most of the manufacturers are attracted towards 

the lucrative financial ROI and give less preference to reducing their environmental 

footprint. Hence, cleaner production using SCP approaches and supply chain 

management is lacking in the manufacturing sector of Laos and there is a need for 

knowledge dissemination and funding for novel sustainable R&D.  

Challenges 

Some of the key challenges that are faced in the industrial sector are that there is the provincial 

and central government are equipped with limited capacity to assess the Environmental Impact 

Assessment (EIA), sociological impacts related to industrial projects and the documentation31. 

                                                      
29 World Bank. 2010. Lao PDR development report 2010 : Natural Resource Management for Sustainable 
Development - Hydropower and Mining. 
30 Nhongvongsithi, L. et S. Keola (2010), Upgrading and Diversification of Industrial Structure in Lao PDR: 
Prospect and Challenges, in Banomyong, R. and M. Ishida (eds.), A Study on Upgrading Industrial Structure of 
CLMV Countries. ERIA Research Project Report 2009-7-3, Jakarta: ERIA. pp.285-314. 
31 Phetsomphou P. 2007. Laos Country Report on Environmental Management in the Lao PDR Mining Sector 
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The local government has little control over foreign investors who are operating industrial 

projects in Lao PDR and therefore they are unable to monitor the impacts and risk associated 

with mining and manufacturing industries31. Also, there are no regulations and legislations that 

penalise the mining and industrial companies for the social and environmental harm caused. 

The land management policies are weak and ineffective, and thus do no compensate the local 

and marginal communities.  

3.3. Tourism 

Overview 

Apart from the core industrial sectors, Lao PDR’s tourism sector and the associated products 

and services are among the most rapid growing sectors, which stir job creation and revenue for 

the Laotian economy. Thus, the government has regarded tourism as one of the most valued 

sectors contributing to economic development. The tourism sector contributes to around 7-9% 

of the national GDP5. The number of incoming tourists has drastically risen annually since Lao 

PDR opened its doors to tourism in 1989. During the period of 2002 to 2011, the total number 

of incoming visitors grew at an annual average growth of 14% from 735,662 to 2.7 million in 

nine years32. By the end of 2011, tourism contributed a total of US$ 1.4 billion to the GDP of 

Laotian economy and was responsible for creating 461,500 jobs and accounted for almost 16% 

of total employment in the country32. In 2012, the number of international visitors further 

increased to 3.3 million, which generated US$ 517 million as revenue for Lao PDR. The 

expected number of tourists is targeted to exceed more than 7 million by 2020 with total 

revenue generation of US$ 1 billion32. As number of tourists increase each year, there have 

been a lot of sustainability issues related to tourism and logistics associated with it. Even though 

the government has taken many initiatives such as Lao PDR Tourism Strategy 2006–2020 that 

promotes sustainable tourism, strengthening of capacity of governing bodies in the tourism 

sector is a priority. 

 

Challenges and issues  

Lao PDR has made significant progress in promoting marketing tourism as an important 

revenue generating sector. However, at the same time there are many contemporary issues 

and challenges that the country faces such as weak and ambiguous business-enabling 

                                                      
32 ADB.2017. Tourism sector assessment, strategy, and road map for Cambodia, Lao People’s Democratic 
Republic, Myanmar, and Viet Nam (2016–2018) 
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environment, lack of adequate and well-trained human resources, substandard transport 

infrastructure, and lack of conservation of environment and cultural heritage assets32. The 

ease of doing business in the tourism sector in Lao PDR is very low due to complex business 

and property registration formalities and uncertain policies. Constrains for investment in 

tourism sector that are directly/indirectly observed by entrepreneurs are food insecurity, high 

incidence of accidents, lack of adequate resources and inadequate medical facilities33. 

Therefore until, sustainable use of resources is not promoted, FDI in tourism will not endure. 

These issues acts as obstacles for increasing tourism competitiveness negate the development 

of the sector. There are many consequences that would result in low output if these 

challenges are not addressed such as reduced economic gains, environmental deterioration, 

and social conflicts33. There is a need for a balanced and holistic development which takes in 

account all aspects related to tourism sector such as social, environmental and economic 

which would help derive both tangible and intangible benefits out of it.  

3.4. Mobility & Transport  

Overview 

Due to increase in population and FDI, the automobile industry has seen an upsurge in the 

number of on-road public and private vehicles. It is expected that the transportation sector 

(especially road) is expected to increase as 98% of the passenger-kilometres travelled in Lao 

PDR have been through road34. There has been a 3.5 folds increase in the registered road 

vehicles as the number increased from 201,000 in 2000 to 769,000 in 200834. The annual 

growth rate for the period was observed to be just below 20%. Consequently, traffic volumes 

in Lao PDR, even though are lower than other Asian countries, but are increasing steadily 

with over 10% rate annually which is in line with growth in number of vehicles and 

population. Construction of access roads connecting main cities to rural areas and cross 

border areas is also receiving huge investments from the government. The road length across 

the country has increased from 14,000 km in 1990 to roughly 35,600 km in 200834. However, 

percentage of paved roads is only 14% of the current road network.  There are still several 

districts (19 out of 139 districts) that lack access roads and much of the rural population in 

Lao PDR do not have all-weather road access.  

 

                                                      
33 UNEP & WTO.2010.Making Tourism More Sustainable: A Guide for Policy Makers 
34 ADB.2011. Lao People’s Democratic Republic transport sector assessment, strategy, and road map 
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Challenges and issues 

Growing economic development and the continued practice of inter/intra-regional trade will 

require an increasing need for travel and therefore there would further be a need for an 

enhanced and strengthened transport infrastructure. The number of on-road vehicles and 

traffic volumes are expected to increase as the GDP increases with a 7-8% growth rate 

annually34. It is also anticipated that surplus transport demand will need to be accommodated 

in the future. Some of the key challenges that Lao PDR needs to focus on while strengthening 

the transport sector sustainably are public health, environment pollution and trafficking34. 

Thus city planners and engineers would require assistance from donor agencies and 

institutions to provide with the right approaches and methods in order to develop the transport 

sector efficiently in harmony with environmental aspects and concerns. The issues in 

implementing SCP approached are requirement for additional funds, road and investment 

planning and climate resilience35. The estimated funds required by Ministry of Public Works 

and Transport (MPWT) for development of transport are higher than US$3.3 billion, whereas 

the financial resources available to MPWT are only US$650.0 million34. Hence, lack of funds 

does not allow further development of various aspects of road and other modes of transport 

such as waterways, air or rail. As a result, funding constraints will hinder the growth of the 

transport sector. Another important constraint for the transport sector is the vulnerability to 

climate change impacts. Since, Lao PDR is one of the most vulnerable countries to climate 

change due to dependence on agriculture and forestry based products34. Hence, to withstand 

the impacts of climate change, there Lao PDR will need to ensure that the transportation 

sector is climate resilient because climate change can interrupt the navigability of waterways 

and roads during periods of high precipitation intensities and flooding.  

3.5. Food and agriculture 

Overview 

Agriculture based food sector has been one of the most important and has always been central 

for the Laotian economy for many decades. Agriculture industry employed almost 85% of the 

population and produced 51% of nation’s GDP during the 1900s3. However it has been 

observed that with rise in urbanization and more emphasis given on industrial based sectors, 

growth in the agriculture industry has declined.  In 2005/2006, agriculture made up 42% of 

                                                      
35 ADB.2010. Lao People's Democratic Republic: Transport Sector 
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the GDP and accounted for only 67% of the adult workforce in Laos36. In 2013, the 

contribution of agriculture industry towards GDP further fell to 23.5%. Agriculture based 

products made up almost 25% of the total exports in 2004 however this proportion declined 

to 15% in 2007, due to increased diversification in exports coming mainly from mining for 

minerals and energy sector36. Most of the agriculture sector in Laos is dominated by rice-

based farming. Rice production constituted more than 47% of total agricultural based 

products in 2012.  

 

Challenges and issues 

 Due to the increasing mining and land use and land-use change activities there are several 

negative trends that are observed in the agriculture sector. Deforestation and deterioration of 

forest and agriculture based products are some of the common examples of problems that 

have sparked due to weak land management, ineffective governance and lack of awareness of 

environmental benefits37.  Hence, the food and agriculture industry is an important sector 

where policy gaps exists and proper knowledge and funding dissemination is required. 

  

                                                      
36 Ministry of Agriculture and Forestry.2010.Strategy for Agriculture Development 2011-2020 
37 World Bank. 2006. Lao PDR: rural and agriculture sector issues paper. 
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4. Policy Gaps and Recommendations 

So far, Laos does not have a single comprehensive policy or national action plan on SCP. 

SCP approaches are mentioned briefly into some national agendas and regulations such as 

National Socio-Economic Development Plan (NSEDP), and the National Policy on 

Sustainable Hydropower Development. The main focus of the seventh National Socio-

Economic Development Plan (NSEDP) for 2011-2015, is on economic growth and poverty 

alleviation. The government has set industrialization and modernization as the two main 

pathways to achieve their main agenda on economic development. Even the 8th NSEDP 

emphasizes more on economic development through continuous FDI support. The 8th NSEDP 

highlights the increase in the industrial sector growth rate at 15% per annum and plans to 

shift their dependency on hydropower and mining projects as their sole “principal export 

earners” rather than agriculture and farming9. The government plans to complete 15 

additional hydroelectric projects and plans to exploit more than 10,000 MW capacities from 

these hydro projects. The 8th NSEDP also aims to cover and impart almost 95% of the 

households with electricity9. Other sectors from where the government plans to increase 

revenue are energy and mining sector, with main sources of energy being hydropower and 

thermal electric power. Solar energy is also mentioned as a plausible source of power to 

ensure sustainability, but seems less promising. Overall, sustainable development and 

especially SCP is given less weightage in Laos’ long term development visions as compared 

to economic development.  

 

There are many policy gaps that should be addressed in order to integrate SCP in the policy 

making and to also incentivise adopting SCP practices to appropriate stakeholders who are 

responsible for implementing unsustainable projects for economic and financial development. 

Policy gaps issues such as transparency and efficiency existing in several levels of governance 

should be addressed as achieving sustainable development requires for a reassessment of 

development priorities38. Reassessment of investment of funds and resources should be done 

holistically as it is integral of the SCP framework. The existing challenge in Lao policies is that 

urbanization and modernization are portrayed as the only favourable pathways to human and 

economic development and do not consider the limitations associated with it. Hence, the 

government should give more voice to civil societies and NGOs which can promote SCP 

agendas and emphasize on their advantages by easily reaching out to the masses. These civil 

                                                      
38 UNEP 2013. Capacity Building and Policy Needs Assessment for Sustainable Consumption and Production 
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societies can also serve as lobbyists to policy makers and private enterprises to influence their 

decision making. The national government should also provide a market based or incentive 

based approach to businesses and individuals to contribute to SCP because command and 

control methods render inefficient outcomes38.  

 

Even though Lao PDR is gaining popularity from the international donor agencies a need for 

effective public financial management exits which will strengthen the capacity of management 

system of public expenditure. Channelizing and distributing funds effectively should be given 

a high priority. This should be complemented with strong policies that support substantial 

increment in human resources by enhancing the quality and number of staff. Integrating 

environmental aspects of an industrial or commercial project is also non-existent in the current 

policy scenario of Laos. A need exists for efficient environment impact assessment (EIA) tools 

and guidelines through which social and environmental impacts can be assessed throughout 

any stage in the life cycle of a project. Till date, there is no concept of polluter pays principle 

which can shift burden of proof on the project developers38. This will help in the accountability 

and monitoring, reporting and verification (MRV) of projects. Other regulations that Lao 

policies are bereft of are technical guidelines and standard operating procedures (SOP) for 

enhancing energy efficiency of buildings and appliances, thus calling for formulating ratings 

and standards.  Third party certifications and regulation can be explored for mining and 

hydropower projects. Thus, the whole supply chain management of a product needs to revamp 

in order to improve safety, design and quality of a product without hindering the growth in 

economy38. Other than this, there is an urgent need to issue individual and communal land titles 

in order to enhance quality and sustainability and also a better land reform strategy. Overall, 

the policy gaps span different areas such as funding, supply chain management, governance, 

innovation and R&D and the whole policy framework.  

 

Some of the key sector-wise specific policy recommendations include:  

 

1. Buildings and Construction: In order to address the challenges mentioned in section 3.1, 

buildings and construction sector should explore the use of green building codes that would 

help in maximizing resource (water, materials etc.) efficiency and energy efficiency of the 

building. This can be achieved from appropriate support in terms of R&D and financial 

resources from the donor agencies. Labelling and standards regimes should also be 

employed as it will improve the efficiency and safety of the buildings and appliances. 
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Green spaces and green unbuilt environment should also be covered in the planning phase 

of buildings and construction which can improve the competitiveness of cities. Planning 

for green spaces should be achieved by increasing the capacity of urban planners and local 

governing bodies. Since, the growth in the buildings and construction sector has increased 

over the years; there have been more cases of waste management problems. SCP 

approaches such as reusing and recycling waste products from construction is an effective 

way by which waste management problems can be alleviated.  

 

2. Industrial: There are several challenges (section 3.2) that are faced by the governing 

bodies in the Industrial sector to monitor and control the risks associated with the 

development of mining and industrial sector. The potential recommendations and 

interventions for addressing these challenges are to increase the capacity of the governing 

bodies to conduct EIA, SIA, and other impact assessment of projects. There has to be a 

shift in burden of proof about impacts to developers of major projects using command and 

control or market based mechanisms such as assurance bonds, pollution tax and 

incentivising methods. Legislative changes in land management such as issuing land and 

communal titles are also important as it helps in rehabilitating the affected communities. 

Appropriate support in form of technical and financial resources should be delegated by 

the donor agencies to the government.  

 

3. Tourism: One of the major challenges mentioned in in section 3.3 that hinders the growth 

of the tourism sector is the quality of environment and natural resources. Environmental 

factors such as protection of natural and cultural heritage, lack in water supply, inadequate 

flood management, and lack of wastewater and sanitation facilities are some of the 

common attributes that discourage visitors in venturing into the country. Hence, adopting 

the concepts of SCP through proper planning, legislative changes, funding, and technical 

assistance can mend the negative impacts. A few examples of potential interventions may 

be setting benchmarks and standards for sustainability indicators, re-evaluating policies 

considering the vulnerable indigenous communities and protected areas (coral reefs, 

hotspots etc.) should be drafted. Tourism taxes such as eco-tax, waste tax, and carbon tax 

can be viable options for mandating sustainable tourism.  
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4. Mobility and Transport: For the growing transportation sector, SCP approaches such as 

linking emissions offsetting mechanism through emission reductions in implementation of 

Bus Rapid Transit (BRT) system can improve climate change resilience. Policy and 

legislation changes in auto-fuels and fuel switching are other viable options while the 

growth in transportation sector is at a nascent stage. Integrating good governance strategies 

such as improving accountability and transparency can help increase individual and 

organisational capacities. Also, the government should adopt policies that ban the entry 

and import of old vehicles on road (for example: vehicles more than 5-10 years old). 

 

5. Food and Agriculture:  As more mining and hydropower projects come in, less 

importance is given to the agriculture sector and thus significant negative trends and issues 

are being observed as discussed in section 3.5.  Most of the vulnerabilities are being faced 

by small scale farmers, smallholders and marginal communities. Therefore it is critical that 

government address the risks through land right management and maintaining diversified 

farming techniques using novel and innovative technological approaches. There is a need 

for integrating connecting market based approaches and trade-offs with agriculture by 

building farmer oriented markets, orgnaisations and creating an enabling business 

environment. Financing options such as microfinancing, agriculture subsidies and 

incentive systems are other interventions that would address the challenges associated 

within the sector.  

 


