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Synopsis 
⚫ Laos has been successful in avoiding a major local outbreak of COVID-19, but the economy 

has been significantly affected. 

⚫ The impacts have disrupted the recent growth and aggravated the long-term structural 
vulnerabilities and path of poverty reduction.  

⚫ The government has proposed several measures to foster economic recovery and 
resilience, including tax relief and deferrals to businesses, monetary expansion policy, and 
a credit moratorium.  

 
Status of the pandemic 

The COVID-19 pandemic remains a high uncertainty; many countries have faced 
several waves of outbreaks after governments relaxed containment measures. Laos became 
the last country in Southeast Asia to report its first confirmed case of the virus on 24th March 
2020, and the number of confirmed cases had accumulated to 19 on 12th April. After 59 days 
of no new cases and all 19 confirmed cases discharged from hospitals, the government 
declared victory over COVID-19. Up to now, there are sporadic cases (in total 24 confirmed 
cases), but all of them have been isolated cases due to quarantine measures as they arrive in 
Laos. Therefore, it could be claimed that Laos has been successful in avoiding a major local 
outbreak.  

The key success for Laos in containing the COVID-19 outbreak is clear government 
leadership by anticipating dangers and preparing early while having good compliance from 
communities. The government introduced all necessary containment measures similar to 
other countries such as implementing a nationwide lockdown from 30th March to 3rd May, 
while maintaining closed borders. As a result, according to the University of Oxford's 
government response stringency index, Laos received a relatively high score in combating the 
outbreak compared to other countries. The restrictions were gradually loosened as the 
situation became more relaxed, enabling schools to re-open, domestic travel to resume, and 
foreign travelers to gradually commute in compliance with regulations issued by the COVID-
19 ad hoc Committee.  
 
Economic sectors and labor market 

Despite successfully containing COVID-19, the Lao economy was still impacted by the 
global economic downturn. The tourism sector was the most affected; the first six months of 
2020, tourist arrival declined by 60%, which created a loss of more than $400 million. Tourism-
related sectors such as travel agencies, accommodation services, restaurants and 
entertainment services, passenger transportation, and retail trade have been hit hard. 
Vientiane Capital and Luanprabang Capital are the most hard-hit areas. Investment has been 
slow or postponed as the government tightens labor and equipment movement difficulty as 
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the borders are closed.  
Small and Medium Enterprises (SMEs) are particularly vulnerable as they have fewer 

liquidity buffers and are more exposed to hard-hit sectors like the tourism sector. According 
to the business survey of European Chamber of Commerce and Industry in Lao PDR (ECCIL), 
more than 70% of the respondents estimate a loss of 50% or more of revenue.  

The export-oriented sector has also been significantly hit by lower demand and supply 
chain disruption with export earn expected to lose more than $400 million. For example, the 
export of VITA Part special economic zone and Vientiane-Nonthong special economic zone 
declined more than 60% from January to April, 2020. As a result, the economic prospect in 
2020 is expected to grow at a historical low from 6.1% in 2019 to 3.3%. It could be further 
down due to uncertainty regarding the duration, pervasiveness, and severity of the COVID 
outbreak.  

Additionally, the pandemic significantly impacts livelihoods and could push many 
people into poverty. According to the Ministry of Labor and Social Welfare survey, there are 
63,029 affected labor or about 3.24% of labor force in Laos in 2017; this number includes labor 
returned from Thailand (both legal and illegal), and the figure is expected to increase once the 
survey in the last two provinces are completed. Thus, unemployment in 2020 is expected to 
grow from 9.4% in 2017 to around 20%. Since the Lao labor market comprises a large share of 
informal employment and workers outside the social insurance system, the labor protection 
or labor subsidy during COVID-19 is minimal. The pandemic has also affected the numbers of 
households who rely on remittance from abroad (about 9% of total households). According to 
the World Bank, more than 100,000 migrant workers have returned to Laos, which resulted in 
an estimated reduction of remittances in 2020 up to $125 million or around 0.7% of gross 
domestic products (GDP). Therefore, poverty in Laos is estimated to increase by 1.4 to 3.1 
percentage points in 2020 due to COVID-19 (WB 2020). 
 
Government measures 

Laos has experienced long-structural economic vulnerabilities before the pandemic. 
Despite that, it has been among the fastest-growing countries globally during the last two 
decades, recording an average growth of around 7% per year, and declining to approximately 
5.5% in recent years due to natural disasters. This robust growth has been driven by the 
capital-incentive resource sector and supported by infrastructure development; thus, the 
growth has been associated with rising debt and macro instabilities. According to the World 
Bank (2020), the COVID-19 shock could result in an elevated fiscal deficit, which is expected 
to rise to about 7.5% of GDP and public debt from 65 to 68% of GDP in 2020. Tight fiscal space 
and the mounting pressure of deficit financing and debt servicing will limit the ability of the 
government to stimulate the economy during the recovery. Additionally, COVID-19 is likely to 
make low foreign currency reserves further deteriorate as higher outflow of foreign currency 
occurs from imports and external debt payment; meanwhile, foreign currencies' inflow from 
Laos' exports, foreign investment, and official development aid (ODA) is lower, resulting in 
pressure on Lao Kip. Simultaneously, inflation has been high at nearly 6% on average for the 
first six months of 2020 due to higher food prices and exchange rate depreciation, affecting 
people's livelihood.  

Despite the limited fiscal space, the government has proposed several responses and 
relief policy measures such as 
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1. To help households’ smooth consumption, personal income tax for employees earning 
less than five million Kip or about $550 per month from April to June has been exempted. 
Many tax payment deadlines such as road tax and land tax have been extended; electricity, 
water, internet, and garbage collection bills have been reduced for three months (April to 
June). To ensure a household's affordability on essential items to prevent, protect, and 
fight against COVID-19, tariffs and relevant fees for imported items have been exempted. 
However, social assistance is very small with no COVID-specific response due to the social 
protection system in Laos only distributing faces marks, hand washing gels, gloves, food, 
etc. 

2. To support the business sector, tax payments for COVID-19 affected businesses and 
loosened monetary policy have been deferred. The Bank of Lao PDR (BOL) has reduced 
its policy rate from 4% to 3% and reduced reserve requirement ratio from 5% to 4% for 
Kip and from 10% to 8% for foreign currency. In addition, the BOL has also requested 
commercial banks to reduce interest on loans, extend new loans to businesses, and carry 
out loan restructuring for businesses that are adversely affected by the COVID-19 
pandemic. However, support has not reached many firms as it is not the government's 
direct support but through commercial banks' voluntary base. 

3. To stimulate the economy and promote Lao SMEs, the government’s SME fund has 
injected 100 billion Kip (around $10 million) in financing for SMEs in the form of long-term 
low-interest loans through commercial banks. However, many SMEs face difficulty 
accessing the funds due to their inabilities to conduct a sound business plan and have 
proper accounting bookkeeping.  

 
References 
World Bank (2020). Lao Economic Monitor. Available at 
https://openknowledge.worldbank.org/handle/10986/34048    

NIER (2020). Semi-Annual Macroeconomic Performance in the time of COVID-19. Available  
at https://eccil.org/news/economic-impact-of-the-covid-19-outbreak-results-of-the-survey-
2/  
 

 

https://openknowledge.worldbank.org/handle/10986/34048
https://eccil.org/news/economic-impact-of-the-covid-19-outbreak-results-of-the-survey-2/
https://eccil.org/news/economic-impact-of-the-covid-19-outbreak-results-of-the-survey-2/

