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Laos has been successful in avoiding a major local outbreak of 
COVID-19

 One of the lowest infection 
rates, only 23 confirmed cases 
so far, of which 22 cases have 
been treated.

 The government anticipated 
the danger and started to 
prepare at an early stage 

Containment of COVID-19 in Laos

www.bsg.ox.ac.uk/covidtracker.

Government Response Stringency Index

Total Cases
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Tourism sector:
• was most affected sector, first 6 months of 2020, tourist arrival declined by 60% which 

created loss around 435 $million and it is expected to take longer to recovery due to 
continued closure of Lao borders and travel restriction all around the world

• tourism related sector (transport, food and accommodation services, and the retail trade) 
have been hard hit. 

Investment and trade:
• Investment in tourism and tourism related sector are also expected to weaken 

significantly
• SMEs were vulnerable as then have less liquidity buffers
 Export-oriented industries have also significant hit by lower external demand and 

supply chain disruption, export earn expects to loss about 483 million USD (or about 
8.4% of total export in 2019

The economic impact
Laos has not been immune from the global economic downturn due to the 
COVID-19, the pandemic has affected the country through multiple channels:

As a result, economic prospects in 2020 have been revised down: from 6.1% in 
2019 to 3.3% (April 2020) and could be further down due to uncertainty 
regarding the duration, pervasiveness and severity of the COVID-19 outbreak  
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 Inflation has been high at nearly 6% on average for the first 6 months 
due to higher food prices and the impact of exchange rate depreciation

 According to MLSW, so far, there are 58.796 effected labor (included 
labor came back from Thailand and were layout in the country). This 
number will be higher after the survey in 4 provinces completed. 

 Lao labor market comprises a considerable share of informal 
employment and workers outside the social insurance system, thus, the 
protection is minimal

 Around 9% of household in Laos receive remittance from abroad and the 
remittance constitute 60% of household income. Estimate reduction of 
remittances is up to US$125 million (0.7% of GDP), as a result, poverty 
is estimated to increase by 1.4 to 3.1 percentage point in 2020 (WB 
2020)

The economic impact

The pandemic has affect on livelihood and could push many people into poverty
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 The impact of the COVID-19 pandemic will increase the fiscal deficit in 
2020 from 3.77% to 5.87% GDP.

 Limited fiscal space and the mounting pressure of deficit financing and 
debt servicing will limit the ability of the GoL to stimulate the economy 
during recovery

 Unemployment in 2020 expects to increase from 9.4% in 2017 to be 
around 20% (including labors came back from Thailand)

 Deteriorate current account balance, worsen external vulnerability, and 
pressure to Kip depreciate  

Ongoing challenges

The pandemic has further aggravated the long-standing structural vulnerabilities
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Immediate economic relief measures

Fiscal policies: 

 Extend deadline for 

 tax payment (road tax, land tax,…)

 submission of financial statements of enterprises

 tax collection for tourism business

 Exempt 

 personal income tax (for all employees earning less than 
LAK5,000,000 (approx. US$550) per month) and cooperate income 
tax for micro-enterprises) for three months (April to June 2020)

 tariff and relevant fees of imported all essential items to prevent, 
protect and flight against the COVID-19 pandemic.

 fire for delay payment
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Immediate economic relief measures

Monetary policies: 

 Reduce BOL policy rate, 

 Reduce reserve requirement ratio 

 Specific credit policy for business sector: extending loan payment period, 
restructuring existing loan arrangements, and issuing targeted credits to 
businesses that are adversely affected by the COVID-19 pandemic

 The government’s Small and Medium Enterprises (SMEs) Promotion Fund 
(SME PF) has injected 100 billion kip in financing for SMEs via 
commercial banks in the form of long-term low-interest loans

Household policy: 

• Reduce utility tariff (electricity, water, internet, …)
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Policy framework: from recovery toward resilience

Given the limited fiscal space:

 Reprioritize spending and mobilize additional resources to 
support affected sectors is necessary. 

 Restructuring of the SOEs to reduce fiscal and debt burdens

Promote domestic production and tourism:

 Enhance food production to substitute with import and 
agricultural production to need the large demand from China.

 Promote domestic tourism and consider travel bubble scheme
 From mass tourism to quality tourism (more private and healthy) 
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Policy framework: from recovery toward resilience

Towards more resilience and sustainable growth path in the long 
term, we should focus on:

• Accelerating reforms to promote diversifications and improve 
competitiveness in the private sector, especially non-resource 
sectors (manufacturing, tourism, and agro-based industries…)

• Strengthening local business by enable sustainable growth of 
SMEs and maximize SEZs  
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Policy framework: from recovery toward resilience

Towards more resilience and sustainable growth path in the long 
term, we should focus on:

• Maximizing the economic benefits from existing and 
upcoming large infrastructure projects (e.g railway) by creating 
more jobs and improving the logistics industry to enhance its 
competitiveness

• Providing more and better investment in human capital and 
social protection


