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1. International Trade in Lao People’s Democratic Republic,   
1.1 Table or figure on evolution of import/export flows over the past 10 years;  

Calendar Year 
EXTERNAL TRADE (Million 
US $) 

1988 1990 1995 2001 2002 2003 2004 2005 

Exports, fob  58  79  308  320  301  336  363  553  

Imports, cif  149  185  589  510  447  462  713  882 

Trade balance 
-91  -106  -281  -191  -146  -127  -349  -329  

Source: ADB Website 
Average annual  Import growth during the last ten years: 4.12% 
Average annual Export growth during the last ten years: 6% 
 
1.2 Five major products traded;  
Copper, garment, electricity, wood products, coffee. 
 
1.3 Share of  total trade in relation to GDP;  
 

Year 1988 1990 1995 2001 2002 2003 2004 2005 
% of  total trade in GDP 36.3 30.5 50.8 47.3 40.8 37.5 42.9 55.2 

Source: ADB Website 
 
1.4 The general international trade policy direction, including no more than five key 

measures/initiatives/reforms undertaken to liberalize and facilitate trade. 
Export-led Growth, trade and investment promotion and facilitation, trade 

liberalization and Regional Integration. 
 Making trade easier: 

� Negotiating Market Access 
� Reducing and Rationalizing trade regulations 
� Streamlining customs 
� Improving trade logistics 
� Leveraging WTO accession 

 
2. Foreign Direct Investment in the Lao People’s Democratic Republic, 1996-2004  
2.1 Evolution of FDI flows over the past 10 years;  
 
Foreign direct investment in (Millions of US dollar)  

1996  1997  1998  1999  2000  2001  2002  2003  2004 



Source: Bank of the Lao PDR 
 

 
Approved FDI by Country, 2001 - September 2005  

For the top 5 countries (Thousands of US dollar)  
Rank  

Country  2001  2002  2003  2004  2005  2001-2005 
(Cumulative Total)  

Thailand  3,291  6,346 96,337 57,220 450,915  614,109 
Viet Nam  3,413  365,872 8660 63,278 43,267  484,490 
France  12,608  13,364 17,613 2,520 370,250  416,355 
Australia  400  490 1,500 292,700 21,286  316,376 
China  13,415  62,568 119,858 28,198 58,123  282,162 

Source: Committee for Planning and Investment, Vientiane, Lao PDR, January, 2006 
 
2.2 Five major sectors in which FDI is taking place;  

Approved FDI by Sector, 2001 - September 2005 (Thousands of US dollar)  
Sector  

Sector 2001  2002  2003  2004  2005  2001-2005 
(Total No.of 

Projects)  

2001-2005 
(Cumulative 

Total)  
Hydropower - 360,000 85,800 5,500 1,065,250 23  1,561,550 

Mining 8,900  500 20,729 312,110 93,539 91  435,777 

Trading -  4,711 140,098 19,000 7,855 66  171,664 

Agriculture 18,616  13,988 17,322 75,704 17,352 75  142,982 
Handicraft 
Industry 

3,091  59,938 80,805 35,375 14,596 130  70,285 

Hotel & 
Restaurants 

245  1,135 48,795 7,000 13,109 36  70,284 

Source: Committee for Planning and Investment, Vientiane, Lao PDR, January 2006 
 
2.3 Importance of FDI in relation to GDP;  
 

Lao PDR: Key Indicators Year Year Year Year Year Year Year Year Year Year Year 
  2000 2001 2002 2003 2004 2005 /e 2006 /e 2007 /p 2008 /p 2009 /p 2010 /p 

FDI (US$ million) 31.0 24.0 60.0 42.0 234.1 349 303 785 855 742 460 
Memo: GDP (US$ million)   1,740.0 1,762.0 1,818.1 2,137.6 2,500.7 2,885 3,524 3,954 4,394 4,804 5,276 

Percent of FDI to GDP         1.78 1.36        3.3 
      
1.96 9.36 12.09 8.59 19.85 19.45 15.44 8.71 

Source: Lao PDR Key indicators by the World Bank, April 2007  
FDI: Foreign direct investment  
E: estimate 
P: projection 
 
2.4 An overview of Investment Policy 

The first Law on the promotion of foreign investment was enacted in 1988 soon after the 
country started its New Economic Mechanism, which was a historic turning point to a  market-

176  89  46  52  34  24  25  20  25 



oriented economy. Its subsequent amendment took place in 1994 and most recently in 2004. 
Investment Policy is closely linked to the Trade Policy direction in such a way that the attraction 
of foreign direct investment entails trade facilitation and promotion. In ASEAN, Laos will not 
only be part of AFTA, but is expecting a share in the single regional investment area. 
 Measures/initiatives/reforms undertaken to liberalize and facilitate investment. 

� Single Stop Service 
� Making it easier for business start-up 
� Private sector development 
� Decentralization 
� Investment facilitation and promotion. 

  
3. Trade and Investment Policy Coordination - National level  

Organizational chart summarizing institutional mechanisms in place for trade and  
investment policy coordination (showing how all the institutions/divisions/agencies and the 
private sector are linked to each other to ensure trade and investment policy coordination. 
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The procedure for lodging an investment application and obtaining approval of 
foreign investment license have been streamlined as result of reorganization, amendment 
of related legislation and investment facilitation policy. At the central level, the one stop 
service for investment license is being created. It is for the time being an inter-ministerial 
coordinating body of representatives at the level usually lower than director general from 
line ministries and agencies. They are supposed to be permanent members of this one 
stop service. Therefore, application has to be sent to relevant ministries to seek technical 
comments. After the receipt of all technical comments, the “one stop service body” can 
meet and consider investment application. This body, chaired by the director general of 
the DDFI, meets regularly as the need arises. The outcome of the meeting is then 
submitted to the chairman or vice-chairman of CPI for either approval or rejection.  

The  Chairman of Committee for Planning and Investment CIP has the right to 
sign investment projects with capitals of equal or higher than 5,000,000 USD (five 
million US dollars), whereas the Vice-Chairman of CIP has the right to sign investment 
projects with capitals of less than 5,000,000 USD (five million US dollars). As for 
foreign investment projects with capitals of equal or higher than 10,000,000 USD (ten 
million US dollars) and/or projects requesting concession rights to exploit natural 
resources of Lao PDR, after being considered and agreed in principles by the CPI, the 
projects will be submitted to the Central Government for consideration and approval as 
seen appropriate.   

The Chairman of CPI is acting as the chairman of CIC. CIC stands for Committee 
for Investment and Cooperation. International cooperation used to be in the same 
committee. Presently, it is under the jurisdiction of the Ministry of Foreign Affairs.  

At the local level, as a result of decentralization by the decree 64/PM, the 
chairman of local CICs usually the governor has some rights as follows: 

1) To approve: - foreign investment projects under the promoted activities (as 
specified in Prime Minister’s Decree No. 46/PM, dated 23rd March 2001) with 
capitals of equal or less than 1,000,000 USD (one million US dollars);               

CIC chairmen of Vientiane Municipality, Savannakhet, Champasack and 
LuangPrabang Provinces have the rights to approve foreign investment projects under the 
promoted activities with capitals of equal or less than 2,000,000 USD (two million US 
dollars)  

2)      Chairmen of local CICs have the rights to sign investment licenses, after 
which a copy of each investment license shall be sent to Central CIC within five working 
days. 

3)      To directly manage foreign and domestic investment projects and foreign 
cooperation within their administrative territories and regularly report to Central 
CIC. 

4)      To study and comment on investment projects to be established in their 
administrative territories, which do not fall under their approval rights. 



At the level of the Ministry of Industry and Commerce MOIC, the Permanent 
Secretary Office receives investment application from CPI and distributes it internally to 
concerned departments for consideration mainly the Department of Domestic Trade for 
investment in the trade area. This Department acts as MOIC representative to the FDI 
coordinating body (one stop service). In other circumstances, other Department such as 
the Department of Industry considers application in the manufacturing industry. The 
Department of Production and Trade considers application in agri-business. The 
Ministry’s technical comments are approved by the Minister or Vice-minister of MOIC 
before being signed and sent back to the DDFI. Investment license once granted is sent 
back to MOIC for issuing the enterprise registration as required by the Enterprise Law. 
This process is quite automatic. MOIC is now working on a negative list approach for 
issuing registration for business entities. The tax registration, which was used to be issued 
by the Ministry of Finance will be issued at the same time at MOIC using the same 
company code. A single form is also being worked out.  

In practice, the coordinating body has difficulties in operating due to the fact that 
each member from line ministries are at the same time engaged in other ministerial 
duties. It is found also difficult for them to give comments on behalf of their ministries if 
proper consultation in their respective ministries did not take place in advance. Each 
department in a given ministry need not necessarily have identical view on a particular 
investment project proposal.  Further more such comments, prior to sending back to the 
DDFI must have final approval from their respective minister or vice-minister. 
 Lao Business Forum acts as a discussion forum between the public and the private 
sector for policy change and problem solving.   The Economic Research Institute is 
involved in the drafting of trade legislation, whereas the SMEPDO is in the best position 
to influence policy change due to its special role. It acts as permanent body for the 
National Committee for the Promotion and Development of SMEs. Even though it is 
presided by the Minister of Industry and Trade, but with its wide-ranging composition of 
members, it plays a central role of all stakeholders not only in the coordination of Trade 
and Investment Policy, but covers all aspects of SMEs Promotion and Development. 
International Organizations and Donors are assisting SMEPDO and the Lao Business 
Forum. It meets regularly on an annual basis. 
 The LNCCI work on a different angle, that is purely for the perspective of the 
business community.  
 In general, coordination between trade and investment policy, that is practiced by 
CPI and MOIC is going well. These two bodies meet regularly, when it comes to deal 
with policy and regulatory coordination. Seminars and workshops have been held in 
various levels to familiarize all stakeholders in the linkage between trade and investment. 
In the preparation of accession to the WTO of the Lao PDR, CPI top ranking official is 
member of the National Steering Committee for International Economic Integration 
headed by the Standing Deputy Prime Minister.  Lower level official of CPI is member of  
this committee’s secretariat as well. The Ministry of Industry and Commerce is taking the 
lead in the accession process, but policy coordination with other relevant ministries and 
agencies is needed. 
 
 
 



4.  Trade and Investment Policy Coordination – Bilateral, Regional and Multilateral  
In bilateral investment agreements between Lao PDR and other countries, focus 

has been on mutual protection and promotion of investment. Preferential trade agreement 
seems to precede preferential investment agreement. Negotiations of preferential trade 
and investment agreement take place in a coordinated manner in the framework of 
regional integration. Lao PDR is working on Trade and Investment Policy Coordination 
at the multilateral level. As member of ASEAN, Lao PDR is also involved in Regional 
initiative on Investment rule-making. 
 
5. Conclusion  
 Recently, Lao PDR has passed a new Enterprise Law. By doing so, we intend to 
improve the investment environment by making it easier to start up business especially 
by streamlining the business registration process using negative list approach. In the trade 
facilitation area, import and export licensing procedures have been rationalized and made 
more consistent to the WTO rules. WTO accession is itself deemed to attract FDI to the 
Lao PDR. Given its size of the local market, future export-led growth will have to rely 
much more on FDI than the case of many other countries. Vice-versa, the improvement 
of investment climate of the country will stimulate trade development. As FDI grows in 
sectors like hydropower and mining, national export growth from these sectors has 
achieved a remarkable performance.  


