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Lao People’s Democratic Republic Trade Brief 

Trade Policy 

The Lao People’s Democratic Republic (PDR) 
gradually began its transition from a centrally planned 
to a market economy in 1986.

 

1 Lao PDR is aiming to 
join the World Trade Organization (WTO) in 2010 
and further trade reforms associated with the country’s 
accession process continue. It is party to the 
Association of Southeast Asian Nations (ASEAN) free 
trade agreement (AFTA) and complies with the 
agenda of tariff elimination. Over three quarters of 
imports are sourced from its ASEAN neighbors, with 
69 percent from Thailand. Since the 2000s, the Lao 
PDR’s MFN applied simple average tariff has not 
changed much, and remained at 9.7 percent in 2008, 
slightly above the East Asia Pacific (EAP) regional 
average (9.3 percent) and below the average for low-
income countries. It ranks 101st of 181 countries, 
where 1st

In order to cushion the impact of rising global prices 
for food, the government imposed a series of localized 

 indicates the most open regime. When 
weighted by actual imports, the average tariff rises to 
14.9 percent. Agriculture receives significantly more 
protection than non-agricultural goods, with average 
tariffs of 19.4 and 8.3 percent respectively. The 
maximum MFN applied tariff, excluding alcohol and 
tobacco, is relatively low at 40 percent, compared to the 
EAP region and low-income country group means of 
136.1 percent and 78.1 percent respectively. Lao PDR 
submitted to the WTO an offer of market access to 
services in 2008. Services liberalization in air transport, 
tourism, telecommunications, and healthcare is 
expected in the context of ASEAN’s agenda of services 
liberalization in 2010, when members will be allowed to 
own 70 percent of firms in these sectors. 

                                                 

Unless otherwise indicated, all data are as of August 2009 
and are drawn from the World Trade Indicators 2009/10 
Database. The database, Country Trade Briefs and 
Trade-at-a-Glance Tables, are available at 
http://www.worldbank.org/wti. 

If using information from this brief, please provide the 
following source citation: World Bank. 2010. “Lao People’s 
Democratic Republic Trade Brief.” World Trade Indicators 
2009/10: Country Trade Briefs. Washington, DC: World Bank. 
Available at http://www.worldbank.org/wti. 

mechanisms whereby temporary rice export bans 
could be imposed at the province level. Rising prices 
for fuel also prompted the government to ease import 
tariffs by fixing the price at which duties are assessed 
for petroleum products at their April 2008 level.2 Due 
to the limited exposure of the financial system to 
global financial markets, Lao PDR has been less 
affected by the global financial crisis than its 
neighboring countries. To cope with the impacts of 
the global recession and the expected decline in 
exports, the government increased tariffs on the 
imports of some luxury products, provided credit to 
boost output in the infrastructure sector, and 
temporarily decreased power charges for mining 
companies.3 Although most imports were subject to 
non-automatic licensing up to m id 2009, a new Prime 
Minister’s Decree was issued in July 2009 providing 
for automatic import licensing for all goods outside a 
negative list. A draft notification of the import 
prohibited and controlled lists reduces the number of 
items compared to the 2006 notification. Also in July 
2009, the National Assembly approved a new 
investment law which merges separate foreign and 
domestic investment laws, provides for national 
treatment of domestic and foreign investors, and 
streamlines the investment approval process.

External Environment 

4 

The tariff barriers faced by Lao exports as reflected in 
the rest of the world tariff is 9.7 percent, which is 
broadly similar to that faced by the EAP region and 
low-income countries, at 10.2 percent and 9.6 percent 
respectively. Lao agricultural exports face a much 
higher tariff at 14.7 percent. Since Lao PDR is not yet 
a member of the WTO, the share of exports that is 
subject to MFN zero duties is low, at 23.7 percent, 
compared to 48.9 percent and 47.2 percent for its 
regional and income group comparators. However, as 
a least developed country, many of its exports receive 
preferential market access to industrial countries’ 
markets under agreements such as the Generalized 
System of Preferences (GSP) schemes and the EU’s 
“Everything But Arms” initiative. The country has 
been involved in the negotiation of several free trade 
agreements (FTAs) as a member of ASEAN. Among 
the latest, an FTA was signed in February 2009 
between ASEAN members, Australia, and New 
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Zealand.5 The framework is comprehensive, covering 
goods and services as well as investment and 
intellectual property issues, and it is expected to come 
into effect by the end of 2009. In August 2009, an 
FTA was signed between India and ASEAN countries 
and is expected to take effect on January 1, 2010.6

Behind the Border Constraints 

 The 
kip, Lao PDR’s currency, appreciated by 8.9 percent 
against the U.S. dollar in 2008, making Lao exports 
relatively more expensive abroad. 

Lao PDR has a challenging institutional environment 
for business and ranked 167th out of the 183 countries 
(where 1st

Trade Outcomes 

 is most conducive to business), in the 2010 
Ease of Doing Business Index. As a landlocked 
country relying on transit transportation, the latest 
Logistics Performance Index (LPI) rates Lao PDR at 
2.3, on a scale from 1 to 5 with 5 being the highest 
performance. While close to the average for a low-
income country, it falls below the EAP regional average 
of 2.6. Lao PDR scored highest in the subcategory 
timeliness of shipment, while the LPI points to 
constraints in traceability of shipments and 
infrastructure.  

The effects of the crisis have been mainly felt through 
falling foreign direct investment, reduced prices, and 
reduced demand for key exports, particularly in the 
resource sectors (metals) and agriculture. During 2008, 
Lao PDR’s total trade in goods and services combined 
is estimated to have grown by 13.3 percent in nominal 
terms, which is lower than its regional neighbors 
whose trade grew on average by 15.86 percent, and the 
other members of the low-income group, which grew 
by 22.6 percent. Total trade share for Lao PDR as a 
percent of GDP is expected at 57.5 percent in 2008, 
up from 54.5 percent in 2007. Lao nominal goods 
export growth is estimated at 28 percent for 2008,7

Notes 

 
driven by exports of copper and gold, and to a lesser 
extent clothing and coffee. The dollar value of goods 
imports is estimated to have grown by 30 percent, 
driven by a higher oil import bill. Export growth in 
2009 is expected to slow due to weaker prices for 
copper and reduced demand for goods and tourist 
services due to the global recession. Official data for 
remittance inflows to Lao PDR as a share of GDP are 
very small, only 0.02 percent of GDP, while foreign 
direct investment as a share of GDP stood at 7.5 
percent in 2007.  

1. Fundamental reforms began under the New Economic 
Mechanism (NEM) in the late 1980s/early 1990s.  
2. Asian Development Bank, 2009, p. 236. 
3. Asian Development Bank, 2009. 
4. Asian Development Bank, September 2009, pp. 23-24. 
5. Other agreements include: an FTA with China which 
will fully take effect in 2015 when farm trade will fall 
under the aegis of the agreement, and an FTA with 
Japan, signed in March 2008, whereby Japan will 
eliminate tariffs on 93 percent of goods exported from 
ASEAN member countries.  
6. Bilaterals.org, 2009 a-d. 
7
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