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Baeic Data 

Population ( 1981) 

Population growth r a t e  

%%omit growth (per cent  change) 
GNP va lue  ( i n  b i l l i o n 6  of k i p )  
Rice ( '000 tone)  
Timber ( '000 cu. m.) 

" 
?ricer  
COL i n   V i e n t i a n e  

CDP d e f l a t o r   ( c h a n g e   i n  per c e n t )  
Paral le l   market   exchange ra te ;  k i p  per 

U . S .  d o l l a r   ( a v e r a g e  for  rhe  year)  

( changa   i n  per c e n t )  

Monetary  rurvey (per cent   change)  
C r e d i t   t o   t h e   p u b l i c   s e c t o r  
C r e d i t   t o   t h e   p r i v a t e   s e c t o r  
Dameetic l i q u i d i t y  

Budget (per cen t  change from previous  year)  
Current  revenue 
Current   expendi ture  
Cap i t a l   expend i tu re  

O f f l c i a l   e x p o r t e  (US$ rnn.) 
To t he   conve r t ib l e   a r ea  
To the   nonconver t ib le   a rea  

- 

O f f i c i a l  imports (US$ an.) 
From t h e   c o n v e r t i b l e  area 
From t he   nonconver t ib l e   a r ea  
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Hydroe lec t r i c  power 
Timber 
Coffee 
Tin 
Other goods 

3 . 3  mill i o n  

2.0 per cent per annum 
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8 

15 
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18 
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3 

2 8  
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Baric Data  (concluded) 

1979  1980 1981 1982 - - - 
P r o j  

Commodity composition of o f f i c i a l  import8 
from t h e   c o n v e r t i b l e  area (US$ mn.) 20.3 42 a 0  36  e2  35.9 

Foodgrain8 and o t h e r  foodrtuffr 7 3  mrr T I 5  1.6 
Petroleum  products 
Equipment  and  raw m a t e r i a l a  
Other  goode 

E x t e r n a l  reserves (US$ mn.) 

In months  of Imports 
Grose (end of period) 

Net (end of per iod )  

Ex te rna l   deb t  (US$ mn.) 
Outatanding  (end of pe r iod )  

To i n t e r n a t i o n a l   i n s t i t u t i o n s  
To bil8teral donors 

S o c i a l i e t   c o u n t r i e s  
Non-eoc ia l i s t   coun t r i e s  

S u p p l i e r s '   c r e d i t e  

Ae a per c e n t  of e x p o r t s  of goods 
Se rv ic ing  

and s e r v i c e 6  

8.8 12 - 9  12 -9 12 .o 
1.8 11.1 ) 1 
8 . 4  7.3 ) 21.3 ) 22.3 

26.1 14.0 13.5 12 -4 
4.5 1.8 1 e 8  1.2 
14.2 3.1 -1.5 -1 -6 

15 

S e l e c t e d   r a t i o s ,   e x p r e s s e d  
ae a per c e n t  of GDP 

To ta l   budge ta ry   expend i tu re  
Current   revenue  minus  current  
T o t a l   b u d g e t a r y   d e f i c i t  
O f f i c i a l   e x p o r t s   o f   g o o d s  2/ 
Official   import6  of   goods T/ 
C u r r e n t   a c c o u n t   d e f i c i t  2/- 
Externa l   debt  2/ 
E x t e r n a l   d e b t   F e w i c i n g  

- 

25.4 
expend i tu re  -5  e 0  

14.7 
3.1 
11.2 
11.5 
34.4 

0.6 

15 

34.2 
-5.4 
19.8 
2.6 

19.8 
17 - 8  

51 a2 
0.6 

312 39 5 
47 56 
2  62 336 

(1 92) (265) 
(71) (71) 
3 3 

3 * 8  2.5 

13 5 

26.4  39.7 
-0.5 3 a 6  

13 -1 19 e 7  

2 -6 12.1 3/ 
12.2  30.7 3/ 
12.4  23.9 31 
42.2  100.2 T/ 

0.5 
- 

0.9 

- 1/ For January  l-June 30 per iod.  
2 /  Computed by convert ing  nominal  GDP I n t o  U.S. d o l l a r s  a t  t h e   o f f i c i a l  ra te  of 

3 /  Changes from 1981 are i n  p a r t   d u e   t o  a s h a r p   d e c l i n e   i n   t h e  U.S. d o l l a r   v a l u e  
exThange . 
of-GNP. 



I. I n t r o d u c t i o n   a n d  Summary - 
I n  e a r l y   1 9 8 0 ,   t h e   a u t h o r i t i e s   a d o p t e d  a c o m p r e h e n s i v e   e c o n o m i c   p ~ o -  

gram aimed a t  a h i g h  r a t e  of g r o w t h ,   g r e a t e r   d o m e s t i c   r e s o u r c e   m o b i l i z a -  
t ion and a p r o g r e s s i v e   i m p r o v e m e n t   i n   t h e   b a l a n c e  of  payments .  The main 
p o l i c i e e   a d o p t e d   u n d e r   t h e   p r o g r a m  were t h e   r e m o v a l  of c o n t r o l s   o n   i n -  
t e r n a l   a n d  ex te rna l  t r a d e ,   t h e   a d o p t i o n  of f l e x i b l e   p r i c i n g   p o l i c i e s ,  
i n c l u d f n g   t h e   i n t r o d u c t i o n  of n e g o t i a t e d   p r o c u r e m e n t   p r i c e s  for paddy, 
a7d a s u b s t a n t i a l   d e v a l u a t i o n  of t h e  k i p .  T h e s e   p o l i c i e s ,   w h i c h  whbre 
accompanied by an e n l a r g e m e n t  of f o r e i g n   e x c h a n g e   a l l o c a t i o n a  for i m p o r t s ,  
l e d   t o   c o n s i d e r a b l e   p r o g r e s s   i n  1980 and  1981 with r e g a r d   t o   p r o d u c t i o n  
a n d   t h e   f i s c a l   p o e i t i o n ;   h o w e v e r ,   t h e   b a l a n c e   o f   p a y m e n t s   s i t u a t i o n  re- 
m , i i  ned  weak  and t h e r e   h a v e  been r a p i d  incrcasps i n   d o m e e t i r   p r i c e s .  

A g r i c ~ i I t u r # l   o u t p u t   i n c r e a s e d   s i g n i f i c a n t l y .   p a d d y   p r o d u c t i o n  roae 
by 20 p e r   c e n t  i n  1'180 and a n o t h e r  7 per  cent  i n   1 9 8 1 ,   a n d   p r o d u c t i o n  
o€ r o o t   c r o p s  rose  b y   1 7   p e r   c e n t  in 1 9 8 0   a n d   a n o t h Q r  2 1  p e r   c e n t  in 
1981. While t h e   l a r g e   o u t p u t   g a i n 8   w e r e   m o s t l y   A t t r l h u t a b l e  to  a u c c e s s -  
€ u l   r e c l a m a t i o n  of l a n d   t h r o u g h   r e s e t t l e m e n t  of  d i s p l a c e d   p o p u l a t i o n ,  
t h e  new p r o d u c t i o n - o r i e n t e d   p o l i c i e s  were p r o b a b l y  an i m p o r t a n t   c o n t r i -  
b u t i n g   f a c t o r .  The d o m e s t i c  r i c e  s v a i l a b i l l t y   p e r   c a p i t a   i n c r e a s e d  by 
2 1  per c e n t   b e t w e e n  1979 and 1481; R t  t h e  name t i m e ,  r ice  i m p o r t e ,  which 
r e p r e s e n t e d  17 per cent  O E  d o m e s t i c   p r o d u c t i o n  i n  1 9 7 9 ,   c o u l d   b e   h a l t e d  
by  1981.  Mainly as a r e s u l t  o f   t h e   e x p a n s i o n  Ln a g r i L u l t u r a 1   o u t p u t ,  
CDP roRe by 10 per c e n t  l n  b o t h   1 9 7 9  and 1980 and by 5 per  c e n t  i r k  1981. 

The b u d g e t a r y   p e r f o c m a n c e   a l s o   g r e a t l y   i m p r o v e d .   D o m e e t i c   b u d g e t a r y  
r e v e n u e   b e n e € i t e d  €rom t h e   i m p r o v e d   p r o f i t a b i l i t y   o f   p u b l l c   e n t e r p r i s e ,  
and rose from 1 0 . 7   p e r   c e n t  of CDP I n   1 9 7 9   t o   1 3 . 4   p e r   c e n t   i n  1981.  
B u d g e t a r y   e x p e n d i t u r e  vas t i g h t l y   c o n t r o l l e d   a n d   t h e r e  V A S  a s h i f t   t o w a r d  
more o u t l a y s  for  deve lopmen t ;  c a p i t a l  o u t l a y s   i n c r e a s e d   f r o m  9.7 p e r   c e n t  
of GDP in 1979 t o   1 2 . 5   p e r   c e n t  i n  1981.  The excess oE c u r r e n t   e x p e n d i -  
t u r e  o v e r   d o m e s t i c   r e v e n u e ,   w h i c h   a m o u n t e d   t o   a b o u t  5 p e r   c e n t  of GDP in 
b o t h  1979 and 1990, was n e a r l y   e l i m i n a t e d   i n  1981. 

N o t w i t h s t a n d i n g  a r i s e  i n  d o m e s t i c   p r o d u c t i o n ,  a h i g h e r   l e v e l  of 
i m p o r t s ,   a n d   t h e   l i b e r a l i z a t i o n  o €  d o m e s t i c   a n d   b o r d e r   t r a d e ,   t h e  ra te  
o f  i n f l a t i o n  was h i g h  i n  b o t h  1980 dnd  1981. More t h a n  two t h i r d a  
of  t h e   i n c r e a s e  i n  t h e   d o m e s t i c   p r i c e   l e v e l  in 1980 was a t t r i b u t a b l e   t o  
a d j u s t m e n t s  i n  a d m i n i s t e r e d   p r i c e s ,   b u t   e x c e s s i v e   l i q u i d i t y  waa a l s o  an 
i m p o r t a n t   c o n t l i b u t i n g   f a c t o r .   I n  1981, o f f i c i a l  pr ices  were n o t   a d -  
j u s t e d ,   b u t  a p r o l o n g e d   b o r d e r  cloture a n d   t h e   s u b s t a n t i a l   d e p r e c i a t i o n  
of t h e   k i p  i n  t h e   p a r a l l e l   e x c h a n g e   m a r k e t ,   w i t h  i t s  a t t e n d a n t   e f f e c t s  
o n  d o m e s t i c  free m a r k e t   p r l c e s ,   r e p r e s e n t e d   c o n s i d e r a b l e   i n f l a t i o n a r y  
e l emen t s .   The   g rowing  d l  f f e r e n t i a l   b e t w e e n   o f f i c i a l   a n d  f ree  m a r k e t  
prices l e d   t o   a d j u s t m e n t s  in a g r i c u l t u r a l   p r o c u r e m e n t  pr ices  i n  J a n u a r y  
1982. I n  a d d i t i o n ,   t h e   p r e f e r e n t i a l   e x c h a n g e  r a t e  was moved from K 30 
t o  K 3 5  per U . S .  d o l l a r   a n d  made a p F l i c a b l e   t o  a l l  o f € i c i s l   i m p o r t   a n d  
e x p o r t   L r a n s a c t i o n s   t h a t   h a d   p r e v i o u s l y   b e n e f i t e d  from t h e   o f f i c i a l  rate 
of K 10 per U . S .  d o l l a r .  The   eFfecLs  o f  t h e   c h a n g e   i n   t h e   e x c h a n g e  r a t e  
ays tem  and  of the h i g h e r   p r o c u r e m e n t  p r i ces  were, w i t h   t h e   e x c e p t i o n  of 



- 2 -  

r ice ,  f u l l y   i n c o r p o r a t e d  i n  o f f i c i a l  r e ta i l  p r i c e s .  I n   p a r t  ale0 b e c a u s e  
of i n t e r r u p t i o n e   i n   r o a d   t r a n e p o r t a t i o n ,   t h e  rise i n  p r i c e s   i n   t h e   V i e n -  
t i a n e  area d u r i n g  1982 l e  e x p e c t e d  t o  e x c e e d  t h a t  of 1981.  

The current a c c o u n t  of t h e   o a l a n c e  of p a y m e n t s   f e l l   f r o m  US$103 m i l -  
l i o n  in 1 9 8 0  t o  US$92 m i l l i o n  i n   1 9 8 1 ,   m a i n l y   b c c a u e e  of t h e   t e m p o r a r y  
cloeure of t h e  border w i t h   T h a i l a n d   a n d   r e d u c t i o n s   i n  imports of food-  
g r a i n s .   S i n c e   O c t o b e r   1 9 8 1 ,   t h e r e   h a e   b e e n  a e h a r p   i n c r e a s e   i n   r e c e i p t s  
from export8 of e l e c t r i c i t y  t o  T h a i l a n d ,   b u t   e x p o r t s  of t imber   and   some 
o t h e r   e x p o r t a b l e  goode h a v e   c o n t i n u e d   t o   e t a g n a t e .  This,  t o g e t h e r   w i t h  
a e h a r p   i n c r e a e e  ir importe,  h a s   l e d  t o  a w i d e n i n g   o f   t h e   c u r r e n t   a c c o u n t  
d e f i c i t   t o  US$60 m i l l i o n   d u r i n g   t h e   f i r s t   h a l f   o f   1 9 8 2 .  A t  t h e   e n d  of  
J u n e  1982, gross f o r e i g n   e x c h a n g e   a m o u n t e d   t o  USS12.5 m i l l i o n  o r  a b o u t  
one   month   o f  imports. 

Real G D P  growth is  p r o j e c t e d   t o   l e v e l   o f f   t o   a b o u t  1 p e r   c e n t   i n  
1982. Ae a r e s u l t  of u n u s u a l l y   d r y   w e a t h e r   d u r i n g   t h e  summer mon ths ,  
a g r i c u l t u r a l   p r o d u c t i o n  m y  d e c l i n e   s l i g h t l y ,   b u t ,   f o l l o w i n g  a slowdown 
i n  1 9 8 1 ,   i n d u e t r i a l   p r o d u c t i o n  i s  e x p e c t e d   t o  accelerate somewhat  due t o  
g r e a t e r   n v a t l a b i l i t y  of i m p o r t e d  raw m a t e r i a l e  and spare p a r t e .   R e f l e c t -  
i n g   m a i n l y   s u b e t a n t l a l l y   h i g h e r   p r o f i t e   b y   p u b l i c   e n t e r p r i s e s   a n d   c o n -  
t i n u e d   e x p e n d i t u r e   r e s t r a i n t ,  t h e  b u d g e t   p e r f o r m a n c e   l e   e x p e c t e d   t o  i m -  
p r o v e   f u r t h e r   i n   1 9 8 2 .  

11. P r o d u c t i o n  

1. Change8 i n  rea l  and   nominal  GDP 1/ - 
Real GDP r o s e   s i g n i f i c a n t l y   d u r i n g   t h e  1979-81 p e r i o d ,  a s  a c o n s e -  

q u e n c e   o f   i n c r e a s e s   i n   a g r i c u l t u r a l   p r o d u c t i o n   d u e   t o   a n   e x p a n s i o n   i n  
a c r e a g e   u n d e r   c u l t i v a t i o n ,   f a v o r a b l e   w e a t h e r ,   a n d   t h e   a d o p t i o n   o f   m o r e  
p r o d u c t i o n - o r i e n t e d   p o l i c i e s .   A f t e r  rising by 10 p e r   c e n t   i n   b o t h   1 9 7 9  
and  1980,  real  GDP i n c r e a a e d   b y   a n   e o t i m a t e d  5 per c e n t   i n   1 9 8 1   ( T a b l e  1). 
I n   t h a t  yeflr, a g r i c u l t u r a l   a n d   f o r e e t r y   p r o d u c t i o n  rose by 7 per c e n t ,  
b u t ,  a s  a r e s u l t  o f   t he   Lao-Tha i   bo rde r  c losure  f r o m   F e b r u a r y   t o   A p r i l ,  
p r o d u c t i o n   d e c l i n e d   i n   t h e   o t h e r  ser tors  o f  the   economy.  Real GDP g rowth  
i s  e s t i m a t e d  a t  a b o u t  1 p e r  c e n t   i n  1982, a g r i c u l t u r a l   o u t p u t  is l i k e l y  

1/ N a t i o n a l   a c c o u n t s   d a t a  are a v a i l a b l e   o n l y   i n  rea l  terms and only 
f o i  1980. P r o d u c t i o n   f i g u r e s  for l a t e r  years are  a v a i l a b l e   f o r   t h e  
a g r i c u l t u r a l   a n d   f o r e e t r y   s e c t o r s ,   w h i c h   r e p r e s e n t   a b o u t  7 0  p e r   c e n t  of 
G D P .  Changes in r e a l   v a l u e - a d d e d  of  o t h e r   a e c t o r e  of  t he   economy,   i n -  
c l u d i n g   c o n s t r u c t i o n   a n d  services ,  m u s t   b e   e s t i m a t e d .   B o t h   a d m i n i s t e r e d  
and f ree  m a r k e t   p r i c e s  have b e e n   t a k e n   i n t o   a c c o u n t  in e e t i m a t i n g   n o m i n a l  
GDP a n d   t h e  GDP d e f l a t o r .  In l i n e   w i t h   t h e  UN-SNA c o n v e n t i o n s ,  t h e  
v a l u e  O L  a g r i c u l t u r a l   p r o d u c t i o n   t h a t  is consumed  on  the  farm is computed 
a t  t h e   f r e e   m a r k e t   p r i c e .  Tu t h e   e x t e n t   t h a t  f ree  m a r k e t s  are  r e l a t i v e l y  
n a r r o w   a n d   s e n s i t i v e  a l s o  t o   n o n e c o n o m i c   f a c t o r s ,   f r e e   m a r k e t   p r i c e s  
c a n  be q u i t e  v o l a t i l e ,  which  may h a v e   i m p l i c a t i o n s  for t h e   i n t e r p r e t a t i o n  
of t h e  GDP d e f l a t o r .  
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t o  be e l u g g i e h ,   r e f l e c t i n g   t h e   i m p a c t  of t h e   d r o u g h t   t h a t   o c c u r r e d   d u r i n g  
t h e   s e c o n d   q u a r t e r ,   b u t   p r o d u c t i o n   i n   t h e   o t h e r  sectors i s  e x p e c t e d   t o  
i n c r e a e e  by a b o u t  10 p e r   c e n t .  

Table 1. 1 ~ 1 ) s :  Gross Domestic P r o d u c t ,  1979-82 

19 79  1980  19 81 19  82 
Estimate 

GDP v a l u e   ( i n   b i l l i o n s  of k i p )  2 . 5  5 . 2  7.4 13.8 

CDP p e r   c e n t   c h a n g e  
i n  real  terms 

GDP d e f l a t o r  
( c h a n g e   i n   p e r   c e n t )  

10 10 5 1 

8 90 35 85 

Source: Baaed  on d a t a   p r o v i d e d   b y   t h e  Lao a u t h o r i t i e s .  

Between  1978  and 1981, r o m i n a l  GDP i n c r e a s e d  by a n   e s t i m a t e d  250 p e r  
c e n t ,   o f   w h i c h   a b o u t  27 p e r   c e n t  was fn real  terms. The   h igh  r a t e  o f  
i n f l a t i o n   r e s u l t e d  from s u b s t a n t i a l   a d j u s t m e n t s   i n   o f f i c i a l   p r i c e s ,  as 
well as  f r o m   s h a r p   i n c r e a s e s   i n   f r e e   m a r k e t   p r i c e s ;   t h e  l a t t e r  r e f l e c t e d  
t h e   c o n t i n u e d   d e p r e c i a t i o n  of t h e  k i p  i n   t h e  p a r a l l e l  exchange   marke t  
a n d   f r e q u e n t  border c l o e u r e s   d u r i n g   t h a t   p e r i o d .  In 1982,   nominal  GDP 
i s  p r o j e c t e d  t o  i n c r e a s e   b y   a b o u t   9 0   p e r   c e n t  as a consequence   o f   fu r -  
t h e r   l a r g e   a d j u s t m e n t s   i n   o f f i c i a l   p r i c e s   a n d  salar ies  as  w e l l  as accele- 
r a t i n g   i n f l a t l o n  in the n o n o f f i c i a l   m a r k e t s .  

I .  A g r i c u l t u r a l   p r o d u c t i o n  

Most a g r i c u l t u r a l   p r o d u c t s   r e c o r d e d  a s h a r p   i n c r e a s e   i n   o u t p u t  be- 
tween  1977  and 1981. P r o d u c t i o n  of paddy rose by  57 p e r   c e n t ,   v e g e t a b l e s  
by 42 p e r   c e n t ,   c o t t o n   b y  108 p e r   c e n t ,   c o f f e e   b y  79 p e r   c e n t ,   t o b a c c o  
by 286 p e r   c e n t ,  and soybeans a n d   r o o t   c r o p s  by a b o u t  100 p e r   c e n t  
( T a b l e  2 ) .  T o t a l   c u l t i v a t e d  area i n c r e a s e d   b y   a b o u t  4 5  p e r   c e n t ,   w h i c h  
r e f l e c t e d   g o v e r n m e n t   p r o g r a m s   f o r   t h e   r e c l a m a t i o n  of abandoned  land  a8 
wel l  as  h i g h e r   o f f i c i a l   p r i c e e   f o r   a g r i c u l t u r a l   p r o d u c t s .  T h e   i n c r e a s e  
i n   t h e   p r o d u c t i o n  of p a d d y   r e s u l t e d   m a i n l y   f r o m   i n c r e a s e d   a c r e a g e   d u r i n g  
t h e   1 9 7 7 - 7 9   p e r i o d   a n d   f r o m   h i g h e r   y i e l d s   t h e r e a f t e r .   A b o u t  60 p e r   c e n t  
of t h e  area u n d e r   p a d d y   c u l t i v a t i o n  i s  l o c a t e d   i n   t h e   l o w l a n d  areas, 
much of i t  s u b j e c t   t o   f l o o d i n g ,   a n d   a b o u t  35 p e r   c e n t  is i n   t h e   u p l a n d  
areas, where  paddy i s  l a r g e l y  grown under  a e l a s h   a n d   b u r n   s y s t e m .  
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Table 2. h o e :  Area, Yield, and  Product ion of 
Major   Agr icu l tura l   Crops ,  1977-82 

1977  19itI  1979  1980  1981  1982 
Estimate 

- 
Area ( '000 h e c t a r e s )  

Paddy 
Vegetables  
Ma iz e 
Cot ton 
Coffee 
Tobacco 
Root c r o p s  
Soybeans 
Tea ( h e c t a r e s )  

Y i e l d   ( t o n / h e c t a r e )  
Paddy 
Vegetables  
Maize 
Cot  ton 
Coffee 
Tobacco 
Root crops 
Soybeans 
Tea 

Product ion  ( '000 tons )  
Paddy 
Vegetables  
Maize 
cot ton 
Coffee 
Tobacco 
Root c rops  
Soybeans 
Tea ( t o n s )  

570.0 
3.9 

29.7 
3.7 
4.5 
1.3 
5.6 
3.1 

62 .O 

1.2 
7.9 
1 . 2  
0.7 
0.6 
0.5 
8.7 
0 e6 
0.4 

707.0 

31.4 
30 e 8  

2 e4 
2 .8  
0.7 

48.7 
1.9 

24 .7  

590 -0 
4.4 

27 .O 
5 .O 
4 .8  
3 e 0  
5.7 
4 " 3  

66.0 

1 . 2  
8.1 
1 .o 
0.6 
0.6 
0.6 
8.9 
0.7 
0.4 

724.0 
35.4 
45.4 

3.7 
3.0 
I - 8  

50.6 
2 .!I 

27 .O 

690.0 
5.3 

23.0 
6.9 
5.4 
3.4 
8.6 
4.4 

73 .O 

1 . 2  
8 -0 
0.9 
0.7 
0.6 
0.6 

0.7 
8.0 

0.4 

867 0 
42.7 
27.6 

4.8 
3.5 
2.1 

68.6 
3.3 

30.3 

724 e 0  
5.3 

28 - 3  
7 .o 
6 . 5  
4 .O 

4.8 
9 .1  

82 -0 

1.4 
8 -0 
1 .o 
0 a7 
0.7 
0.6 
b - 8  
0.7 
0.3 

1,042.0 
42.6 
28.3 

4.9 
4.4 
2 -4  

80.3 
3 . 3  

29 .O 

738.0 
5.4 

30.9 
7.1 
7.7 
4.4 

11 .o 
5.6 

83 e 0  

1.5 
8.1 
1.1 
0.7 
0.7 
0.6 

0.7 
0.3 

8.8 

1,110.0 
43.6 
32.8 

5 .c) 
5.0 
2.7 

97.1 
3.9 

29.7 

740.0 
5.8 

31.6 
7.4 
7.7 
4.9 ... ... ... 

1.4 
7 e 8  
1.1 
0.7 
0.7 
0.6 ... . .. ... 

1,060.0 
45.1 
33.5 
5.3 
5 . 2  
3.1 

105.0 ... ... 

Sources:  Data provided by t h e  Lao a u t h o r i t i e s .  
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Only 5 p e r   c e n t   o f  the t o t a l  paddy  a rea  is i r r i g a t e d .   I n c l e m e n t   w e a t h e r  
may c a u s e   y e a r - t o - y e a r   f l u c t u a t i o n s   i n   p a d d y   o u t p u t   o f   u p   t o  15 p e r   c e n t ,  
b u t   i n   m o s t   y e a r s ,   f l o o d   l o s s e s   i n   t h e   l o w l a n d s  are p a r t i a l l y   o f f s e t  by 
h i g h e r   r a i n f a l l   a n d   p r o d u c t i o n   i n   t h e   u p l a n d  r ice  areas. C o n v e r s e l y ,  
d rought   and  LOW p r o d u c t i o n   i n   t h e   u p l a l l d c  may c o i n c i d e   w i t h  a f a v o r a b l e ,  
f l o o d - f r e e   s e a s o n   i n   t h e   l o w l a n d s .   M o s t  of t h e   c u l t i v a t e d  area p e r m i t 6  
o n l y   o n e   c r o p  a year .   The area under  r ice  c u l t i v a t i o n   a c c o u n t s  fo r  
a b o u t   9 0   p e r   c e n t  of t i l e   t o t a l   c u l t i v a t e d  area.  

I n   1 9 8 1 ,   p a d d y   p r o d u c t i o n   i n c r e a s e d  by a b o u t  7 p e r   c e n t  t o  a r e c o r d  
h i g h   o f  1.11 m l l l i o n   t o n s ;   c h e   a v e r a g e   y i e l d  rose by 7 p e r   c e n t   a n d   c u l -  
t i v a t e d  area by 2 p e r   c e n t .   P e r   c a p i t a  r i ce  p r o d u c t i o n   i n c r e a s e d   f u r t h e r  
i n   1 9 8 1   t o   a n   e s t i m a t e d   1 6 0  kg. a year,  compared   wi th   132  kg. i n   1 9 7 9  
and 153 kg .  i n  1980 ( T a b l e   3 ) . 1 /   T h e s e   f i g u r e s   s u g g e s t   t h a t ,   w h i l e  Laos 
h a s   n o t   y e t   r e a c h e d   f u l l   f o o d   s e l f - s J f f i c i e n c y ,   t h e r e   h a s   b e e n  rap id  
progress i n   n a r r o w i n g   t h e   f o o d   d e f i c i t .  The p r o d u c t i o n  of v e g e t a b l e s  
a n d   r o o t   c r o p s - - w h i c h   c o n s t i t u t e   w i t h  r i c e  t h e   m a i n s t a y  o f  t h e   l o c a l  
d l e t - - r o s e  by 2 p e r  cen t   and  2 1  p e r  c e n t ,   r e s p e c t i v e l y ,   d u e  t o  b o t h  
i n c r e a s e s   i n   a c r e a g e   a n d  a h i g h e r   y i e l d .   T h e   p r o d u c t i o n  of o t h e r   a g r i -  
c u l t u r a l  crops, such a s  maize, c o t t o n ,   c o f f e e ,   a n d   t o b a c c o ,   i n c r e a s e d  
b y   p e r c e n t a g e s   r a n g i n g   f r o m  2 ,  I n   t h e   c a s e  of c o t t o n ,   t o   1 6 ,   i n   t h e  
case of m a i z e .   T h e   i n c r e a s e   i n   a g r i c u l t u r a l   o u t p u t  w a s  b r o a d l y   i n   l i n e  
w i t h   t h e   1 9 8 1   p r o d u c t i o n   p l a n .  

The   1982   p roduc t ion   p l an  had f o r e c a s t  a 2 .5  p e r  cent i n c r e a s e  i n  
p a d d y   p r o d u c t i o n ,   t o   1 . 2   m i l l i o n   t a n s .  T h i s  i n c r e a s e  was p r o j e c t e d   t o  
r e s u l t   m a j n l y   f r o m  a 2 p e r  c e n t   i n c r e a s e   i n   a v e r a g e   y i e l d ;   o n l y  a m a r g i n a l  
expans ion  i n  a c r e a g e  was a n t i c i p a t e d .   T h e   p r o d u c t i o n   o f   o t h e r   c r o p s  was 
t o   i n c r e a s e  by p e r c e n t a g e s   r a n g i n g  from 4 f o r   c o f f e e   a n d   v e g e t a b l e s   t o  
1 5   f o r   t o b a c c o .   I n   o r d e r   t o  f a c i l i t a t e  t h e   a t t a i n r e n t  of t h e s e   o b j e c t i v e s ,  
the a u t h o r i t i e s   r a i s e d   t h e   p r o c u r e m e n t   p r i c e   o f   p a l d y   a n d  a number of o t h e r  
a g r i c u l t u r a l   p r o d u c t s   i n   e a r l y  1982. They a l s o   s u b s t a n t i a l l y   i n c r e a s e d  
t h e   f l o w  of  c o n s u m e r   g o o d s   t o   t h e   c o u n t r y s i d e .   B a s e d   o n   t h e   p r o d u c t i o n  
p e r f o r m a n c e   d d r i n g   t h e  f i r s t  e i g h t   m o n t h s  of 1982,  o n l y   t h e   p r o d u c t i o n  
t a r g e t   f o r   p a d d y  may f a l l   s h o r t  of t h e   p l a n   t a r g e t ,   d u e  to  i n s u f f i c i e n t  
r a i n s   d u r i n g   t h e   s e c o n d   q u a r t e r   o f   t h e   y e a r ,   w h i c h   l e d   t o   a n   e s t i m a t e d  
1 0   p e r   c e n t   d e c l i n e   i n   t h e  w e t  s e a s o n   c r o p .  The c u r r e n t   o f f i c i a l   e s t i m a t e  
of   paddy  product ion  in 1982 is 1 . 0 6   m i l l i o n   t o n s ,  5 p e r   c e n t  less t h a n  
i n  1981. P e r  c a p i t a  r ice  a v a i l a b i t y  i s  e x p e c t e d  t o  d e c l i n e   t o   1 5 0  kg. a 
year ,  a f t e r   t h r e e   y e a r s  of c o n t i n u e d   i n c r e a s e s .  

3 .  F o r e s t r y   p r o d u c t i o n  

P r o d u c t i o n  of  t imber ,   wh ich   had   i nc reased  by a b o u t  32 per c e n t  be- 
tween   1978  and   1980,   increased  by o n l y  5 p e r   c e n t   i n   1 9 8 1   t o   1 4 7 , 0 0 0   c u b i c  
meters ( T a b l e  4 ) .  This r e p r e s e n t e d  a s h o r t f a l l  of 9,000 c u b i c  meters 
f r o m   t h e   1 9 8 1   P l a n ,   d u e   t o   s h c r t a g e s  of f u e l   a n d   s p a r e   p a r t s ,   d i f f i c u l t i e s  

1/ By comparison,   the   FAO-suggested n o m  of f o o d g r a i n   i n t a k e  i s  a b o u t  
185 kg. I n   T h a i l a n d ,   w h e r e   t h e r e  a re  many a d d i t i o n a l   k i n d s  of food 
a v a i l a b l e ,   p e r   c a p i t a  r i ce  consumpt ion  i s  155  kg. 
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Table 3. h o e :  Production,  Availability, and Dietribution 
of Rice, 1979-82 

- (1 thouaande of tone,  unless otherwi~e indicated) 

1979  1980  1981 19 82 

Production of paddy  86 7 1,042  1,110  1,060 

Production of rice  (net) 1/ 

Population  (mil l ions)  

- 468 563 599  572 

3.56 3.67  3.75 3. a2 

Per capita  production (kg.) 132  153 160  150 

Imports of rice 80 46 " 5 

- - - - 

Total  availability 548 609 599  577 

Per capita  availability (kg.) 

Official  rice procurement 
Purchases 
Agricultural tax 
I m p  rt s 

Official rice distribution 
Civil servants 
Other 2/  - 

154  166  160  151 - - - - 
100 124  92  99 

8 4 2  51 52  
12 36 41 42 
80 46 5 " 

100 124 9% 99 
80 5 5  4 6  4 5  
20 69 46 54 

Source: Based on  data provided by the Lao authorities. 

1/ Paddy  production,  minus  10 per cent for seed requirements and 

2 /  Including  movements in stocks.  
anTmrll feed, converted into rice at a rate of 0.6. 
- 
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i n   r e a c h i n g  more r e m o t e   a r e a s   o f   e x p l o i t a t i o n ,   a n d   l o w   p r o c u r e m e n t  
prices .  The 1982 P l a n  ca l l s  f o r  a p r o d u c t i o n  of 1 5 0 , 0 0 0   c u b i c  metels, 
a t a r g e t   t h a t   a p p e a r s   w i t h i n   r e a c h   b a s e d   o n   t h e   p e r f o r m a n c e   d u r i n g   t h e  
f i r s t   h a l f  of 1982 .  

T a b l e  4. Laos: F o r e s t r y   P r o d u c t i o n ,   1 9 7 8 - 8 2  

1978  1979  19  80  1981  1982 
Estimate 

Timber ( ' 000 c u .  m.) 106  131  1 4  0 14 7 15 0 

Secondary   p roduc t s  
S t   i c k l a c  ( t o n s )   1 4 0  13 2 ...  ... ... 
Cardamom ( t o n s )  ... ... 28  42 ... Benzoin (tons) 80 81 

Source :  Data p r o v i d e d   b y   t h e  Lao a u t h o r i t i e s .  

L a o s '   f o r e s t   r e s o u r c e s   u s e d  to  be  viewed as a n   e c o n o m i c   a s s e t   t h a t  
r e q u i r e d   o n l y   e f f i c i e n t   e x p l o i t a t i o l l   t o   p r o v i d e  a l a r g e   i n c r e a s e  in ex- 
port  e a r n i n g s .  The l a c k  of a n a t i o n a l   f o r e s t r y   i n v e n t o r y   a n d   i n s u f f i -  
c i en t   knowledge  of t he   more   r emote  regions h e l p e d   p e r p e t u a t e   b e l i e f  in 
t h e   s u b s t a n t i a '   c o n t r i b u t i o n   f o r e s t r y   c o u l d  make tc e x p o r t   e a r n i n g s   a n d  
t h e  economy. Lt h a s   r e c e n t l y  become a p p a r e n t   t h a t ,  a t  no more   than  
3 m i l l i o n   h e c t a r e s ,   t h e   a c c e s s i b l e   f o r e s t r y   a r e a  i s  much less t h a n   o n c e  
t h o u g h t .   I n   1 9 8 1 ,   t h e   a u t h o r i t i e s   t h e r e f o r e   s u s p e n d e d   t h e   p e r m i s s i o n  
g r a n t e d   t o   p r o v i n c i a l   e u t h o r i t i e s   a n d   t h e   p r i v a t e   s e c t o r  t o  engage  in 
t i m b e r   e x p l o i t a t i o n   a n d   t r a d i n g ,   a n d   t r a n s f e r r e d   t h e   e x p l o i t a t i m  of 
t h e   c o u n t r y ' s   t i m b e r   r e s o u r c e s  to e i g h t   r e g i o n a l  s t a t e  compan ies ,  se t  
u p   w i t h   f o r e i g n   a s s i s t a n c e .  By 1 9 8 2 ,   t h r e e   c o m p a n i e s ,   e a c h   w i t h   a n  
a l l o t m e n t   o f  50,000 h e c t a r e s ,  were f u l l y   o p e r a t i o n a l .  Based  on new 
o f f i c i a l   g u i d e l i n e s   o n   e x p l o i t a t i o n  a n d   r e a f f c : e s t a t i o n ,   t h e   p o t e n t i a l  
t i m b e r   y i e l d  i s  a b o u t  2 . 5  c u b i c  meters p e r   h e c t a r e   b u t   t h e   a c t u a l   y i e l d  
a p p e a r s   t o   b e   s u b s t a n t i a l l y  less .  P r o v i n c i a l   a u t h o r i t i e s  may o b t a i n  
r i g h t s  t o  c u t   a n d   e x p o r t  timber i n   o r d e r   t o   p a y   f o r   e s s e n t i a l   i m p o r t s .  
E f f e c t i v e  A p r i l  1 9 8 1 ,   t h e   S t a t e   T r a d i n g  Company (STC) was g r a n t e d   t h e  
monopo ly   o f   t imber   expor t s   and ,  i n  m i d - 1 9 8 1 ,   t h e   a u t h o r i t i e s   d e c l a r e d  a 
b a n   o n   t h e   e x p o r t  of newly c u t  l o g s   i n  order t o   p r o m o t e   d o m e s t i c   p r o c e s s i n g  
o f  timber. In v iew of t h e   l i m i t e d   d o m e s t i c   p r o c e s s i n g   c a p a b i l i t i e s ,   t h e  
b a n   h a s   b e e n   e n f o r c e d   r a t h e r   f l e x i b l y  so f a r .  

No r e l i a b l e   i n f o m a t i o n  is a v a i l a b l e   o n   t h e   p r o d u c t i o n   o f   o t h e r  
f o r e s t r y   p r o d u c t s ,   s u c h   a s   b e n z o i n ,   s t i c k l a c ,   a n d   c a r d a m o m .   W h i l e  some 
o f  t h e e e   p r o d u c t s  are s t i l l  o f f i c i a l l y   p r o c u r e d ,  i t  appears t h a t   t h e  
Government  has now a c c e p t e d   t h a t   t h e s e   p r o d u c t s  a re  l a r g e l y   h a n d l e d   o u t s i d e  



- a -  

o f f i c i a l   c h a n n e l s   a n d   e x p o r t e d   b y   t h e   p i v a t e   s e c t o r   a n d   p r o v i n c i a l  
a u t h o r i t i e s .  The p r i v a t e   e x p o r t  of b e n z o i n   f r o m   n o r t h e r n  Laos i e  es t i -  
mated a t  between 10 and 30 t o n s  a y e a r .  

4. I n d u s t r i a l   p r o d u c t i o n  

T h e   i n d u s t r i a l   s e c t o r  i s  r e l a t i v e l y  small ,  p rov id ing   employmen t  t o  
p r o b a b l y   f e w e r   t h a n   1 0 , 0 0 0   p e r s o n s   a n d   c o n t r i b u t i n g   a b o u t  5 p e r   c e n t  of 
GDP. I n   a d d i t i o n   t o  e l e c t r i c i t y  a n d   m i n i n g ,   t h e  sector c o m p r i s e s  two 
d i s t i n c t   k i n d s   o f   i n d u s t r i e s ,  i .e . ,  small  f a c t o r i e s   t h a t   s u p p l y   i n p u t s  
to  the   domes t i c   economy or p r o c e s s   d o m e s t i c  r a w  m a t e r i a l s  and a g r o u p  of 
l a r g e r   f a c t o r i e s ,   e s t a b l i s h e d   b e f o r e  the  m i d - l 9 7 0 s ,   t h a t   p r o d u c e   m a i n l y  
consumer   goods ,   such  a s  b e e r ,   s o f t  d r i n k s ,  t o b a c c o ,  t e x t i l e s ,  d e t e r g e n t s ,  
and  wood p roduc t  8 .  

A t  p r e s e n t ,   t h e r e  a re  h y d r o e l e c t r i c   f a c i l i t i e s   w i t h  a c a p a c i t y   o f  
113 megawatt  (mw); t h e  c a p a c i t y   o f   t h e  N a m  Ngum h y d r o e l e c t r i c   p l a n t  is 
110 mw. I n   1 9 7 9 ,   g e n e r a t i o n   o f   h y d r o e l e c t r i c   p o w e r   i n c r e a e e d   b y   n e a r l y  
300 per c e n t ,  a s  a r e s u l t  of t h e   a d d i t i o n  of two  new g e n e r a t o r s  a t  t h e  - 

Nam Ngum dam. I n   1 9 8 1 ,   p r o d u c t i o n   d e c l i n e d   b y  10 p e r   c e n t ,  a s  a conse-  
quence  of a low water l e v e l   a n d   r e c o n d i t i o n i n g   w o r k   o n   t h e   f i r s t  two 
u n i t s .  All four u n i t s  are e x p e c t e d   t o   b e c o m e   o p e r a t i o n a l   a g a i n   i n   t h e  
c o u r s e  of 1982,  which w i l l  p e r m i t   a n   i n c r e a s e   i n   g r o s s   g e n e r a t i o n  of 
e l e c t r i c f t y .  Domestic c o n s u m p t i o n   o f   e l e c t r - Z i t y  i s  r e l a t i v e l y  small, 
amount ing  to  o n l y  9 p e r   c e n t   o f   g e n e r a t i o n ;   t h e   b u l k  of g e n e r a t e d  elec- 
t r i c i t y  i s  e x p o r t e d   t o   T h a i l a n d   a n d   c o n s t i t u t e s   t h e   m o s t   i m p o r t a n t   s o u r c e  
o f   f o r e i g n   e x c h a n g e  for Laos .  

- T i n   p r o d u c t i o n   h a s   b e e n   f a l l i n g   s t e a d i l y   s i n c e  1 9 7 7 ,  f rom  about  
700 tons t o  less t h a n  250  t o n s  I n  1 9 8 1 ,   b e c a u s e  of a d e c l i n e  i n  t h e  ore 
c o n t e n r  of s e v e r a l   v e i n s   a n d   d i f f i c u l t i e s   r e l a t e d   t o   r e p a i r i n g  or main- 
t a i n i n g   e q u i p m e n t   d a t i n g   b a c k   t o   t h e   1 9 4 0 s .   W i t h   t h e   a s s i s t a n c e  of t h e  
USSR, new t i n   v e i n s  havc   been   i den t i f i ed   and  new inves tmen t s   have   been  
u n d e r t a k e n ;  i t  i s  e x p e c t e d   t h a t ,  by 1984, t i n   p r o d u c t i o n  w i l l  resume an 
upward t r e n d .  The o t h e r   m i n i n g   o p e r a t i o n   i n  Laos concerns   gypsum.  
Mining  began in 1980 and i n  t h a t  year 30,000 t o n s  were p r o d u c e d ,   c h i e f l y  
f o r  s a l e  t o  Viet  N a m .  I n   1 9 8 1 ,   p r o d u c t i o n   r o s e   t o   4 0 , 0 0 0   t o n s ,   c o m p a r e d  
w i t h  a p l a n   t a r g e t  of 80,000 t o n s .  The p l a n   t a r g e t  was kept   unchanged 
f o r  1982. 

P r o d u c t i o n   i n   t h e   l a r g e r   f a c t o r i e s  was  hampered  during  thP e a r l y  
months of 1981 when t h e   c l o s u r e   o f   t h e   L a o - T h a i   b o r d e r   p r e v e n t e d  the 
i m p o r t a t i o n  of row m a t e r i a l s .  When t h e   b o r d e r   r e o p e n e d ,   p r o d u c t i o n  
p icked  up b r i s k l y   a n d  for t h e  year as 3 whole most o f   t h e s e   f a c t o r i e s  
r e c o r d e d   i n c r e a s e s  i n  ou tpu : - - s t a r t i ng  from a low  base  i n  m o s t  c a s e s -  
The p r o d u c t i o n  o f  c i g a r e t t e s   r o s e   b y  3.5 p e r   c e n t ,   z i n c   p r o d u c t s  by 
50.0 per c e n t ,   a n d  beer and s o f t  d r i n k s  by  55.0 p e r   c e n t .  The  in-  
c r e a e e s   a l l o c a t i o n  of f o r e i g n   e x c h a n g e  t o  i n d u s t r i a l   c o m p a n i e s  i l ,  1982 
may p e r m i t  a r i se  i n   p r o d u c t i o n   o f   a b o u t  10 p e r   c e n t .  



- 9 -  

ITI. P r i c e   D e v e l o p m e n t s   a n d   J f f i c i a l   P r o c u r e m e n t  
a n d   D i s t r i b u t i o n  - 

The  Lao  economy c o n s i s t s   o f  a p u b l i c   s e c t o r   w h e r e   p r i c e s  ere le ter-  
m i n e d   a d m i n i s t r a t i v e l y   a n d  a p r i v a t e   s e c t o r   v h e r e  prices are de te rmined  
by m a r k e t   f o r c e s .   P r i c e s   t h a t  are  d e t e r m i n e d   a d m i n i s t r a t i v e l y   i n c l u d e  
p r i c e s   p a i d   f o r   t h e   p r o c u r e m e n t   o f   a g r i c u l t u r a l  and f o r e n t r y   p r o d u c t s  by 
t h e  STC, t h e   s t a t e   p r o c u r e m e n t   a g e n c y ,   p r i c e s  a t  w h i c h   I n d u s t r i a l   e t e t e  
e n t e r p r i s e s   p u r c h a s e   t h e i r   i n p u t s   a n d  s e l l  t h e i r   p r o d u c t i o n ,   a n d   p r i c e s  
a t  w h i c h   p u b l i c   s e c t o r   e m p l o y e e s   o b t a i n   r a t i o n s  of s e l e c t e d   c o m m o d i t i e e .  

I n   b o t h   1 9 8 1   a n d   1 9 8 2 ,   o v e r a l l   p r i c e   d e v e l o p m e n t s   h a v e   b e e n   c b a r a c -  
t e r i z e d  by h i g h  ra tes  of i n f l a t i o n ,   p a r t i c u l a r l y   i n   t h e   V i e n t i a n e  area.  
An i m p o r t a n t   s o u r c e  of i n f l a t t o n a r y   p r e s s u r e s   i n  Laos is t h e   i n a d e q u a t e  
t r anspor t   sys t em  wh ich   makes  i t  d i f f i c u l t   t o   s u p p l y   t h e   f o o d - d e f i c i t  
a r e a s  of t h e   n o r t h   ( i n c l u d i n g   V i e n t i a n e )   w i t h   s u r p l u s e s   o f   t h e   s o u t h .  
With t h e   a t t a i n m e n t   o f  food s e l f - s u f f i c i e n c y   a n d   t h e   c o r r e s p o n d i n g  re- 
d u c t i o n s   i n   i m p o r t s  of f o o d g r a i n s   t h r o u g h   V i e n t i a n e ,   t h e   d e f i c i t  areas 
have   become  more   dependent   on   the   surp luses  of t h e   s o u t h   a n d   t h e r e b y  more 
p r o n e   t o   s u p p l y   i n t e r r u p t i o n s .   O t h e r   c a u s e s   o f   i n f l a t i o n   h a v e   b e e n   t h e  
c l o s u r e   o f   t h e   b o r d e r   w i t h   T h a i l a n d   d u r i n g  a f i v e - m o n t h   p e r i o d   i n   1 9 8 1  
and a s h a r p   d e p r e c i a t i o n   o f   t h e   k i p   i n   t h e  p a r a l l e l  marke t .  In J a n u a r y  
1982,   the   Government   increased  a number  of o f f i c i a l   p r o c u r e m e n t   a n d  
r e t a i l  p r i c e s .  A t  t h e  same time, t h e   p r e f e r e n t i a l   e x c h a n g e  ra te  was 
moved from K 30 t o  K 3 5  p e r  U.S. d o l l a r   a n d  made a p p l i c a b l e  t o  a l l  ex- 
c h a n g e   t r a n s a c t i o n s ,   I n c l u d i n g  a l l  of f i c i a l  imports a n d   e x p o r t s   t h a t   h a d  
p r e v i o u s l y   b e n e f i t e d   f r o m   t h e   o f f i c i a l   r a t e   o f  K 10 p e r  U . S .  d o l l a r .   T h e  
c o s t - o f - l i v i n g   i n   t h e   V i e n t i a n e   a r e a   i n   1 9 8 2  i s  e s t i m a t e d  to r e a c h   a b o u t  
100 p e r   c e n t ,   f r o m   a b o u t  5 5  p e r   c e n t   i n   1 9 8 1 .  

1. D e v e l o p m e n t s   i n   a d m i n i s t e r e d   p r i c e s  

I n   t h e  course of 1 9 8 1 ,   t h e   a u t h o r i t i e s   d o u b l e d   t h e   p r i c e   t h e  SCL i s  
a l l o w e d   t o   o f f e r   t o   f a r m e r s  for t h e i r   p a d d y ,   f r o m   a n   a v e r a g e   o f  K 1 t o  
K 2 per k i l o   ( T a b l e  5 ) .  The h i g h e r   p r i c e  a n d  a l a r g e r   s u p p l y  of e s s e n t i a l  
consumer goods p e r m i t t e d   a n   i n c r e a s e   i n   o f f i c i a l  r ice  procurement  from 
42 ,000   t ons  in 1980 t o   5 1 , 0 0 0   t o n s   i n   1 9 8 1 .   A n o t h e r   i n c r e a s e   i n   t h e   o f f i -  
c i a l   p r i c e  for paddy,  from K 2 t o  K 3 p e l   k i l o  of paddy,  took p l a c e  in 
e a r l y  1982.  Based on h a l f - y e a r l y   d a t a ,  i t  is e x p e c t e d   t h a t   t h e  STC w i l l  
b e   a b l e   t o   i n c r e a s e  its d o m e s t i c  r i ce  procurement  t o  5 2 , 0 0 0   t o n s   i n   1 9 8 1  
o r   a b o u t  7 . 5  p e r   c e n t   o f   t o t a l   d o m e s t i c   o u t p u t .  The a u t h o r i t i e s   i n c r e a s e d  
the   p rocurement  p r i c e  of c o f f e e   f r o m  K 7 .8  t o  K 16 p e r   k i l o   d u r i n g   1 9 8 1  
a n d   t o  K 28 per  kilo i n   J a n u a r y   1 9 8 2 .  As in t h e  case of p a d d y ,   t h e s e   i n -  
c r e a s e s   a i m e d  a t  p r o v i d i n g   s t r o n g e r   p r o d u c t i o n   i n c e n t i v e s  Ind a t  e n a b l i n g  
t h e  STC t o   a c q u i r e   l a r g e r   a m o u n t s   o f   c o f f e e   f o r   e x p o r t .  The o f f i c i a l  
procurement  price of t imber ,   vh ich   had   r ema ined   unchanged   r i nce   1078 ,  
was r a i s e d   i n   t h e   c o u r s e   o f   t h e  l a t t e r  h a l f  of 1981.   Another ,  more sub- 
s t a n t i a l   i n c r e a s e  took p l a c e   i n   e a r l y  1982. While t h e   o f f i c i a l   p r o c u r e -  
ment price of t i m b e r  i s  p r e s e n t l y   t h r e e   t o   f i v e  times h i g h e r   t h a n   i n  
1978, i t  is s t i l l  t o o  low t o  p r o v i d e   a d e q u a t e   i n c e n t i v e s  t o  the t i m b e r  
c u t t e r s .   O f f i c i a l   p r o c u r e m e n t   p r i c e s  for o t h e r   p r o d u c t s ,   s u c h  as s t i c k l a c ,  
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benzoin, a n d   c a r d a m o m ,   h a v e   n o t   b e e n   i n c r e a e e d ,   d e s p i t e   s u b s t a n t i a l l y  
higher p r i c e 8   i n   t h e   p r i v a t e  market. I n  eome areas, cardamom i s  p r i -  
vately marketed a t  a p r i c e   o f  K 150 p e r  k i l o ,  c o m p a r e d   w i t h   a n   o f f i c i a l  
p r i c e  of K 20 p e r   k i l o  

Table 5 -  b o o :  S e l e c t e d   O f f i c i a l   P r o c u r e m e n t   P r i c e e ,   1 9 7 8 - 8 2  

1978  1979  1980  1981  1982 
December June  necember  June 

Paddy  kg.) 0.2-0.3 0.8-1.2 C.8-1.2 0.8-1.2 2 .o 
( n a t i o n a l  

a v e r a g e )  

3.0 
( n a t i o n a l  

a v e r a g e )  

Maize (kg.) 0.3 1 .o 

Coffee  (kg.)   2 .5   7 .8  

Timber  (cu.  m.) 
Hard wood 500 500 
S o f t  wood 4 00 400 

Cardamom (kg.)   5 .0  20.0 

S t i c k l a c   ( k g . )  4.0 16 .O 

Benzoin   (kg) .  ... 56.0 

1 .o 1 .o 1 .o 

7 . 8   1 6  e 0  16 -0 

500 500 845-1,055 
4 00 4 00 400-700 

20.0 20.0 20.0 

1 6  e 0  1 6  .O 1 6  .O 

56.0  56.0  56.0 

1.0 

28.0 

2,000-2,500 
1,000-1,400 

20.0 

1 6  .O 

56.0 

Source :  l h t a  p rov ided  by t h e  Leo a u t h o r i t i e s .  

E f f e c t i v e   J a n u a r y   1 9 8 2 ,   p r i c e s  a t  w h i c h   i n d u s t r i a l   p u b l i c   e n t e r -  
p r i s e s  s e l l  t h e i r   p r o d u c t i o n  were d u b s t a n t i a l l y   i n c r e a s e d .   P r i c e s  were 
ra ised from K 3 t o  K 6 t o  K 9 p e r   p a c k   f o r   c i g a r e t t e s ;   f r o m  K 6 t o  K 20 
per b o t t l e   f o r   b e e r ;   f r o m  K 1 t o  K 6 p e r   b o t t l e   f o r   c o l a   d r i n k s ;   f r o m  
K 0.02 t o  K 0.04 p e r   u n i t   f o r   e l e c t r i c i t y ;   a n d   f r o m  K 20 t o  K 44 p e r  
k i l o  f o r   d e t e r g e n t s .   T h e s e   i n c r e a s e s   r e f l e c t e d   h i g h e r   c o s t s   i n c l u d i n g  
h i g h e r   a g r i c u l t u r a l   p r o c u r e m e n t   p r i c e s ,   t h e   e f f e c t  of t h e   a p p l i c a t i o n   o f  
t h e  K 35 p e r  U . S .  d o l l a r   r a t e  of exchange  to  a l l  of f l c i a l   i m p o r t s ,   a n d  
h i g h e r   d e p r e c i a t i o n   a l l o w a n c e s .  In  some c a s e s ,   s u c h  as beer and  c iga-  
re t tes ,  t h e  r ise  i n   p r i c e s   a l s o   r e f l e c t e d   t h e   e l i m i n a t i o n  of s u b s i d i e e  
o r   a n   i n c r e a s e   i n   p r o f i t   m a r g i n s .  

P u b l i c   s e c t o r   e m p l o y e e s   b e n e f i t   f r o m   r a t i o n s  of a number of basic  
commoditiee a t  s u b s i d i z e d   p r i c e s .  A8 p a r t  of t h e   p r f s e   a d j u s t m e n t s  of 
e a r l y  1 9 8 0 ,  t h e  number of t hese   commodi t i e s   had   been   r educed   t o  11, and 
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a p l a n  was e a t a b l i s h e d  t o  p e r i o d i c a l l y   r e v i e w   t h e i r   p r i c e s   i n   o r d e r   t o  
k e e p   t h e   c o s t  of s u b e i d i e s   u n d e r   c o n t r o l .   H o w e v e r ,   d u r i n g   t h e   r e m a i n d e r  
of  1980  and i n  1 9 8 1 ,   t h e   p r i c e s  were no t   changed ,   and   by   ea r ly   1982 ,  
s u b s t a n t i a l l y   s u b s i d i e s  h a d   d e v e l o p e d -   T h e r e f o r e ,   i n   J a n u a r y   1 9 R 2 ,   t h e  
a u t h o r i t i e a   r e d u c e d   t h e  number of m t i o n e d   c o m m o d i t i e s  t o  f o u r  ( r ice ,  
s u g a r ,  f abr ics ,  a n d   d e t e r g e n t ) .  A t  t h e  same time, p r i c e s  were i n c r e a s e d  
LO as t o   c o v e r   c o s t s  of p r o d u c t i o n ,   e x c e p t  i n  t h e  case of rice where   t he  
s u b s i d y  Is now subs tan t ia l  ( T a b l e  6 ) .  

T a b l e  6. Laos: Rice Subsidy,  1979-82 

1979  1980 1981 19 82 

C o s t   p e r  kg. 1.8 3.0 3 .8  6 . 6  
Procurement p r ice  o f  r ice  0.5 1 .7  2.5 f . 3  
T r a n s p o r t a t i o n  and m i l l i n g  1 .o 1 .o 1 .o 2 . 0  
O t h e r   d i s t r i b u t i o n  costs 0.3 0.3 0.3 0.3 

D i s t r i b u t i o n   p r i c e   p e r   k g .  0.45 3.0 3 0  3.0 

Subsidy  per   kg.   1 .35 I 0.8 3.6 

T o t a l   s u b s i d y   ( i n   m i l l i o n s )   1 3 5  " 80 3 60 

Source :   Based   on   da ta   p rovided   by   the  Lao a u t h o r i t i e s .  

P u b l i c  sector sa la r ies  a r e   c l o s e l y   l i n k e d   t o   t h e   p r i c e   l e v e l  of 
r a t i o n s .  By d e l e t i n g   s e v e n   p r o d u c t 8  from t h e   r a t i o n   s y s t e m   a n d   i n c r e a s -  
i n g   t h e  Bales p r i c e   o f   t h r e e   o u t   o f   t h e   r e m a i n i n g  four p r o d u c t s   i n   e a r l y  
1 9 8 2 ,   t h e   c o s t - o f - l i v i n g  of p u b l i c  sector employees is e s t i m a t e d   t o   h a v e  
i n c r e a s e d  by a b o u t  60 p e r   c e n t .   A c c o r d i n g l y ,  salaries of c i v i l   s e r v a n t s ,  
which had not   been   changed   in   1981,  were I n c r e a s e d ,   o n   a v e r a g e ,   b y  60 p e r  
c e n t   i n   t h e   c o u r s e  of t h e   f i r s t   h a l f   o f  1982. S a l a r i e s  of o t h e r   p u h l i c  
s e c t o r   e m p l o y e e s  were, h o w e v e r ,   n o t   a d j u s t e d .  A s  shown i n   T a b l e  7 ,  t h e  
c o s t - o f - l i v i n g   f o r   p u b l i c   s e c t o r   e m p l o y e e s   l i v i n g   i n   V i e n t i a n e  may have 
i n c r e a s e d  by as much a s  1 3 5  p e r   c e n t   b e t w e e n   t h e   f i r s t   q u a r t e r  of 1980 
a n d   t h e   f i r s t   q u a r t e r  o f  1982.11  This  would mean t h a t   p u b l i c   s e c t o r  
e m p l o y e e s ,   a l t h o u g h   i n   v a r y i n g - d e g r e e s ,   h a v e   s u f f e r e d  a lose  i n  r ea l  
i n c o m e   s i n c e   e a r l y  1980. Higher  real  incomes were p r o b a b l y   e x p e r i e n c e d  
i n   t h e   a g r i c u l t u r a l   s e c t o r   a n d   i n   p r i v a t e   t r a d e .  

- 1/ I n f o r m a t i o n   o n  free m a r k e t   p r i c e s  are  a v a i l a b l e  only for V i e n t i a n e .  
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Table 7. Laoe: Coet -of -Liv ing   Ind ices ,   1980-82  

( J a n u a r y  1980 - 100; m o n t h l y   a v e r a g e )  

Coet  of Index  of   Coet   of  

Index  for S a l e s  I n d e x   f o r  F ree   Marke t  Market 
P u b l i c   S e c t o r  P r i c e  Othe r  Income S a l e e   P r i c e  Exchange 

Employees of   Rice E a r n e r s  1/ of   Rice 1/ Rate 

L i v i n g   O f f i c i a l   L i v i n g   I n d e x  of Parallel  

- - 

1980 Mar. 
June  
Sep t  
k c .  

1981 Mar. 
June  
Sep t .  
DeC.  

1982 Mar. 
June 

109 
129 
13 5 
3 23 

1 4 1  
160  
18 5 
185 

2 56 
362 

100 
100 
10 0 
100 

100 
100 
100 
100 

100 
100 

118 
173 
216 
167 

19  7 
288 
323 
323 

408 
696 

113 
165 
213 
150 

150 
275 
27 5 
275 

350 
625 

100 
160 
14 7 
160 

18  7 
267 
267 
4 00 

400 
5 00 

Sources :  D a b  p rovided   by   the  Lao a u t h o r i t i e s ;   a n d   s t a f f   e s t i m a t e s .  

- 1/ Based  on f r e e   m a r k e t   p r i c e s   i n   V i e n t i a n e   o n l y .  

2. D e v e l o u m e n t s   i n   f r e e   m a r k e t   p r i c e s  

A l a r g e  number of p r o d u c t s ,   i n c l u d i n g   d o m e s t i c   a g r i c u l t u r a l  and 
i n d u s t r i a l   p r o d u c t 6   a n d   i m p o r t s   w h i c h   a r e   n o t   s u b j e c t   t o  a s t a t e  monopoly, 
can  be t r a d e d   o n   t h e   f r e e   m a r k e t .   N o n o f f i c i a l   i m p o r t s   c o n s i s t   m o s t l y   o f  
non-food  consumer   goods   tha t   have   been   pa id   for  by fo re ign   exchange  
o b t a i n e d  on t h e   p a r a l l e l   f o r e i g n   e x c h a n g e   m a r k e t .  The s u p p l y  of f o r e i g n  
exchange i n  t h e   p a r a l l e l   m a r k e t   o r i g i n a t e s   m o s t l y  from t h e   f o r e i g n  commu- 
n i t y  i n  Laos a n d   f r o m   n o n o f f i c i a l   e x p o r t s .   A n o t h e r  Bource o f   f o r e i g n  
exchange   cons i s t s   o f   paymen t s   r ece ived  by t h e   p r i v a t e   s e c t o r   f r o m   f o r e i g n  
t i m b e r   b u y e r s   f o r   t r a n a p o r t a t i o n   a n d   h a n d l i n g   o f   l o g s   p u r c h a s e d   f r o m   t h e  
STC. Free m a r k e t   p r i c e s   i n   t h e   V i e n t i a n e   a r e a   t e n d   t o   b e   i n f l u e n c e d  by 
movements i n   t h e   e x c h a n g e   r a t e   o n   t h e   p a r a l l e l   m a r k e t ,   w h i c h ,   i n   t u r n ,  
t e n d   t o   r e s p o n d  t o  p s y c h o l o g i c a l   f a c t o r s   i n   a d d i t i o n   t o  demand  and  supply 
c o n d i t i o n s .  The s u p p l y   o f   f o r e i g n   e x c h a n g e   ? n   t h e   p a r a l l e l   m a r k e t   d u r i n g  
t h e   f i r s t  s i x  months  of 1982 a p p e a r s  t o  h a v e   b e e n   a f f e c t e d  by a d r a s t i c  
d r o p  in o f f i c i a l   t i m b e r   e x p o r t s ,   w h i c h   r e d u c e d   t h e   a m o u n t  of p r i v a t e  re- 
c e i p t s   f o r   t r a n s p o r t a t i o n   a n d   h a n d l i n g  of l o g s .  



I n f l a t i o n a r y   p r e s s u r e s   i n c r e a s e d   d u r i n g   t h e   f i r s t   h a l f  of 1981. 
Demand i n c r e a s e d   d u e  t o  record  payments   of   paddy  by  the STC i n   l a t e  
1 9 8 0 - e a r l y   1 9 8 1   a n d   p r e c a u L i o n a r y   b u y i n g   i n   r e s p o n s e   t o   t h e   b o r d e r   c l o s u r e  
i n   F e b r u a r y   1 9 8 1 .   I n   A p r i l ,   t h e   b o r d e r   t r a d i n g   p o i n t s  were r eopened ,  
b u t   f r e e   m a r k e t   p r i c e s   f a i l e d  t o  s t a b i l i z e   a s   t h e   k i p   b e g a n   d e p r e c i a t i n g  
on the   pa ra l l e l   exchange   marke t .   Be tween   end-March   and   end- June ,  i t  had 
d e p r e c i a t e d  by c l o s e  t o  4 5  p e r  c e n t ,  p r o b a b l y   b e c a u s e   o f   t h e   a u t h o r i t i e s '  
d e c i s i o n   t o   r e o r g a n i z e   f o r e i g n   t r a d e   a n d   t o   r e q u i r e   p r i v a t e   t r a d e r s   t o  
o b t a i n   o f f i c i a l   l i c e n s e s .   D u r i n g   t h e   t h i r d   a n d   f o u r t h   q u a r t e r s  of t h e  
y e a r ,   f r e e   m a r k e t   p r i c e s  vere r e l a t i v e l y   s t a b l e ;   t h e   p a r a l l e l  market 
ra te  of e x c h a n g e   s t a b i l i z e d   a n d   t h e   r e o p e n i n g   o f   t h e   b o r d e r   p e r m i t t e d  
imports of consumer   goods   (Char t  1). In   December  1981-January  1982,   the 
exchange ra te  on t h e   p a r a l l e l   m a r k e t   d e p r e c i a t e d   b y  50 p e r   c e n t   j u s t  
b e f o r e   t h e   s h a r p   i n c r e a s e  in o f f i c i a l   p r i c e s .   I n f l u e n c e d  by t h e s e  tvo 
d e v e l o p m e n t s ,   f r e e   m a r k e t   p r i c e s   i n c r e a s e d  by 26 p e r   c e n t   d u r i n g   t h e  
f i r s t  quarter o f   1 9 8 2 .   T h e y   i n c r e a s e d   b y   a n o t h e r   7 1   p e r   c e n t   d u r i n g   t h e  
second quarter of 1 9 8 2 ,   a s  Frices o f   m a j o r   f o o d s t u f f s   r o s e   s u b e t a n t i a l l y ,  
due to a d v e r s e   w e a t h e r   c o n d i t i o n s   a n d   d i f f i c u l t i e s   i n   t r a n s p o r t a t i o n .  
O t h e r   f a c t o r s   w e r e  A f u r t h e r   d e p r e c i a t i o n  of t h e   k i p   o n   t h e   p a r a l l e l  
m a r k e t   a n d   t h e   i n c r e a s e   i n   c i v i l   s e r v i c e  sa lar ies .  I n  Augus t ,  when i t  
a p p e a r e d   t h a t   r a i n   p a t t e r n s  were r e t u r n i n g   t o   n o r m a l ,   f e a r s   o f  a ma jo r  
c r o p  loss d i m i n i s h e d ,  and f o o d   p r i c e s  i n  t h e   f r e e   m a r k e t   s t a r t e d   t o  
s t a b i l i z e .  

3 .  O f f i c i a l   D r o c u r e m e n t   a n d   d i s t r i b u t i o n  

C o n t r o l  of t h e   d i s t r i b u t i o n   s y s t e m  t o  r e g u l a t e   s u p p l i e s   a n d  pr ices  
of major   commodi t ies  is one   of   the   Government ' s   main   concerns .   Under   cur -  
r e n t   p o l i c i e s ,  t h e  STC is i n   c h a r g e  of a l l  o f f i c i a l   p r o c u r e m e n t   a n d  diA-  
t t i b u t i o n ,   i n c l u d i n g   o f f i c i a l   e x p o r t s   a n d  imports. However , e l e c t r i c i t y  
e x p o r t s   d o   n o t  f a l l  under  i t s  purview.  The STC p r o c u r e s   f r o m   s t a t e   e n t e r -  
p r i s e s  a t  o f f i c i a l ,   a d m i n i s t e r e d   p r i c e s   a n d   f r o m   t h e   p r i v a t e   s e c t o r   m o s t l y  
a t  n e g o t i a t e d   p r i c e s .  I t  d i s t r i b u t e s   i m p o r t e d   a n d   d o m e s t i c a l l y   p r o c u r e d  
p r o d u c t s  a t  c o s t   p l u s  a m a r k u p   o f   1 5   p e r  cen t  f o r   t r a n s p o r t a t i o n ,  other ex- 
p e n s e s ,   a n d   p r o f i t .   O n l y   c o m m o d i t i e s   a v a i l a b l e  t o  p u b l i c   s e c t o r   e m p l o y e e s  
u n d e r   t h e   r a t i o n i n g   s y s t e m  may be d i s t r i b u t e d  a t  p r i c e s   b e l o w   c o s t ;  
t h e s e   p r i c e s   a r e   d e t e r m i n e d   a d m i n i s t r a t i v e l y  a?d may remain  unchanged 
o f t e n  for  a l o n g   p e r i o d   o f  time. O f f i c i a l   d i s t r i b u t i o n   o f  r i ce  t o  c i v i l  
s e r v a n t s   d e c l i n e d   s h a r p l y   i n  1980 when t h e   a u t h o r i t i e s   r e s t r i c t e d   t h e  
number of  b e n e f i c i a r i e s  per f a m i l y  of  c i v i l   s e r v a n t s .  In 1981 ,  a f u r t h e r  
r e d u c t i o n  was ach ieved   by   exc lud ing   nonwork ing   spouses .  The o f f i c i a l  
d i s t r i b u t i o n  of o t h e r   c o n s u m e r   g o o d s   h a s ,   h o w e v e r ,   b e e n   i n c r e a s i n g .  

IV. Mediurr-Term D e v e l o p m e n t   S t r a t e g y  

I n  November 1980,  t h e  Council of M i n i s t e r s   i s s u e d  a d e c r e e   t h a t   o u t -  
l i n e d  t h e  b a s i c   o r i e n t a t i o n  of economic a n d   s o c i a l   d e v e l o p m e n t  for 1981-85, 
u n d e r   t h e  F i r s t  F i v e - Y e a r   P l a n .   F o l l o w i n g   t h e   1 9 7 6 - 8 0   t r a n s i t i o n  per io? ,  
t h e   b a s i c   e c o n o m i c   o b j e c t i v e   f o r   t h e  1981-85 p e r i o d  i s  t o  create  a socia- 
l i s t  e c o n o m y   w i t h   d e v e l o p e d   a g r i c u l t u r e ,   f o r e s t r y ,   a n d   I n d u s t r y   a e c t o r s  
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a b l e  t o  e a t i e f y   t h e   g r o w i n g   n e c d e  of t h e   p o p u l a t i o n .   Q u a n t i t a t i v e  tar- 
gete  have been e e t a b l i e h e d  ae a n  i n d i c a t i o n  of r e l a t i v e  p r i o r i t i e e  and 
of t h e   d i r e c t i o n  i n  wh ich   t he  economy is to  b e   d e v e l o p e d ;   t h e s e   t a r g e t s ,  
however, a r e  no t  i n t e n d e d   t o   s e r v e   a e  a q u a n t i t a t i v e   g u i d e l i n e  for 
d e c i s i o n m a k i n g .   A n n u a l   p l a n n i n g  w i l l  r e m a i n   f l e x i b l e   a n d   g u i d e d  by  
p r a g m a t i s m ,   i n   p a r t i c u l a r   w i t h   r e g a r d   t o   a v a i l a b i l i t y   o f   d o m e s t i c   a n d  
e x t e r n a l   r e e o u r c e e ,   a n d   t h e   a b s o r p t i v e   c a p a c i t y  of t h e   c o u n t r y .  

The o b j e c t i v e s   o f   t h e  F i r s t  F lve -Year   P l an   a r e   improvemen t s   i n   t he  
t r a n s p o r t a t i o n   s y s t e m ,   e e l f - s u f f i c i e n c y  fn r l c e - - v h i c h   w o u l d   r e q u i r e  a 
l e v e l  of  p a d d y   p r o d u c t i o n  of up t o  1.4 mil l ion   tons- -development  of  
o t h e r   a g r i c u l t u r a l  crops ,  and  improvement i n  t h e   c o u n t r y ' s   e x p o r t  
p o t e n t i a l .   R e c o g n i z i n g   t h e  v i t a l  r o l e   o f   t r a n s p o r t   a n d   c o m m u n i c a t i o n s ,  
t h e   P l a n   e n v i e a g e s   a l l o c a t i n g  up t o  40 per c e n t   o f   i n v e s t m e n t s   t o   t h i s  
s e c t o r ,   c o m p a r e d   w i t h  26 p e r  cen t  t o   a g r i c u l t u r e ,   f o r e s t r y ,   a n d   i r r i g a t i o n ,  
2 0  p e t  c e n t  t o  i n d u s t r y ,   a n d   1 4   p e r   c e n t  to  o t h e r   s e c t o r s ,   i n c l u d i n g  
s o c i a l  services.  The m a j o r   p r i o r i t y   w i t h i n   t h e   t r a n s p o r t   s e c t o r  i s  t h e  
c o n s t r u c t i o n  of Route 9 a n d   t h e   r e h a b i l i t a t i o n  of Route 13. Route 9 
w i l l  c o n n e c t   s o u t h e r n  Laos t o   t h e   p o r t  of Danaqg i n  Viet N a m ,  and   reduce  
t h e   c o u n t r y * s   d e p e n d e n c e  on Bangkok as i t s  main   seapor t .   Route  13 r u n s  
r lor th-south   and   connec ts  Laos' m a j o r   c i t i e s .  ' i h e   P l a n   a l s o   e n v i s a g e s  
e s t a b l i s h i n g  B p u b l i c  company t b a t  would  be i n   c h a r g e  of i n t e r n a l  trans- 
p o r t a t i o n   a n d   t h a t   w o u l d   m a n a g e   t h e   p u b l i c   s e c t o r * s   m e a n s  of  t r a n s p o r t -  
a t i o n .  The c o u n t r y ' s   v a s t   t i m b e r   r e s o u r c e s  w i l l  b e   e x p l o l t e d ,   b u t  i n  
a n   o r d e r l y   a n d   p l a n n e d   f a s h i o n  by s t r i c t l y  p r o h i b i t i n g   u n l i c e n s e d   f e l l i n g  
and r e q u i r i n g   t h e  r e g i o p a l  s t a t e  e n t e r p r i s e s   i n   c h a r g e  of f o r e s t r y  
e x p l o i t a t i o n  to  g r o w   t r e e s   i n   a r e a s   t h a t   h a v e   b e e n   l o g g e d .   F i n a l l y ,  
t h e   P l a n   a i m s  a t  r e h a b i l i t a t i n g   t h e   c o u n t r y ' s   i n d u s t r i a l   b a s e   i n   o r d e r  
t o  a b s o r b   a n d   p r o c e s s   t h e   r ~ s i n g   a g r i c u l t u r a l  and f o r e s t r y   p r o d u c t i o n ;  
w i t h  t h e  e x c e p t i o n  of a c e m e n t   f a c t o r y ,  no new i n d u s t r i a l   e n t e r p r i s e s  of 
any s i z e  will b e   e s t a b l i s h e d .  

I n  p u r s u i n g  these . l i m s ,  t h c  a u t h o r i t i e s   f a c e  a number of c o n s t r a i n t s .  
Laos suffers from a s e v e r e   s h o r t a g e  of  manpower at b o t h   t h e   t e c h n i c a l   a n d  
m a n a g e r i ~ l   l e v e l s .  The c a p a c i t y  o f  t h e   c l u n t r y   t o   a b s o r b   f o r e i g n  ass i s t -  
a n c e  i s  l l m i t e d ,   d u e   n o t  o n l y  t o  ma lpower l i m i t a t i o n s  and l a c k  of ex- 
p e r t i a e ,   b u t  a l s o  t o  cumbersome   admiq i s t r a t ive   p rocedures  and l a c k  of  
c o o r d i n a t i o n  among m i n i s t r i e s   i n v o l v e ' .   D o m e s t i c   s a v i n g s  f a l l  s h o r t  of 
d o m e e t l c   i w e s t m e n t s   b y  a w i d e   m a r g i n   a n d ,   i n  many i n s t a n c e s ,   i m p l e m e n t -  
a t i o n  of f o r e i g n - f i n a n c e d   i n v e s t m e n t s   s l o w e d   b e c a u s e  of  l a c k   o f   c o u n t e r -  
pa r t   f l l nds .  To c o p e   w i t h   t h e s e   c o n s t r a i n t s ,   t h e   a u t h o r i t i e s   i n t e n d  
t o  avc i d  e x c e s s i v e   r e l i a n c e  on a d m i n i s t r a t i v e   p r o c e d u r e s ,   a n d   t o  l e t  
t h e   p r i v a t e  sector p l a y  a larger r o l e  in p r o d u c t l o n ,   t r a d i n g ,   a n d   i n -  
v e s t m e n t .  Thpy alc,o I n t e n d  to i n c r e a s e  do- n s t i c  r e s o u r c e   m o b i l i z a t i o n  
by i m p r o v i n g   t h e  efficiency o f   p u b l i c   e n t e r  rises the c l i m i n a t l o n   o f  
s u b s i d i e s .  and a more e f f i c i e n t  tax c o l l e c t 1  n.  

I m p r o v i n g   t h e   c o u n t r y ' s   e x p o r t   p e r f o r m a n c ~  is a maJor o b J e c t i v e  of 
t h e  Five-Year P l a n .  I t  c a l l s  for d e v e l o p i n g  e, m r t s  of t l m b e r ,   c o f f e e ,  
t i n ,  gypsum, e l e c t r i c i t y ,  a n d   h a n d i c r a f t  i tems. For  t h e   f i r s t   f o u r   p r o -  
d u c t s ,  t h e  a u t h o r i t i e s  a r e  r e l y i n g  on a s s l s t a n c e  From f o r e i g n   c o u n t r i e s .  
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Sweden and a number of CMEA c o u n t r i e s  are a s s i s t i n g   w i t h   t h e   - r e a t i o n  
o f   t h e   e i g h t   r e g i o n a l   f o r e s t r y   c o m p a n i e s ;   t h e  USSR and   Eas t  Germany have  
e x p r e s s e d   i n t e r e s t   i n   r e h a b i l i t a t i n g   a n d   d e v e l o p i n g   c o f f e e   p l a n t a t i o n s .  
The USSR is  a l s o   p r o v i d i n g   a s s i s t a n c e   i n   e x p l o i t i n g   n e w l y   d i s c o v e r e d   t i n  
v e i n s   a n d  Viet Nam i s  p r o v i d i n g   a s s i s t a n c e   i n   t h e   e x p l o i t a t i o n  of gypsum 
mines .   Recen t ly ,  Laos o b t a i n e d   f i n a n c i n g  from the  World  Bank Group and 
t h e  OPEC Fund f o r   t h e   i n s t a l l a t i o n  of  a f i f t h   g e n e r a t o r   t o   t h e  Nam Ngum 
dam,  which w i l l  i n c r e a s e   t o t a l   e l e c t r i c i t y   g e n e r a t i n g  capac i ty  a t  t h e  
dam from 110 megawatt t o  150 megawatt .   The  new  generator  i s  e x p e c t e d   t o  
become o p e r a t i o n a l   i n   1 9 8 4 .   E x p o r t   r e c e i p t s   f r o m   e l e c t r i c i t y  w i l l  a l s o  
i n c r e a s e  as  a r e s u l t   o f   t h e  new a g r e e m e n t   s i g n e d   i n   1 9 8 1   b e t w e e n   L a o s  
and T h a i l a n d .   U n d e r   t h i s   a g r e e m e n t ,   t h e   e x p o r t   p r i c e   f o r   e l e c t r i c i t y  
was i n c r e a s e d  by 200 p e r   c e n t   i n   1 9 8 1   a n d   a n n u a l   i n c r e a s e s   o f  9 p e r   c e n t  
per annum will a p p l y   t o   s u b s e q u e n t   y e a r s .  

V. P u b l i c   F i n a n c e  

1. S t r u c t u r e  of  t h e  L a o   p u b l i c   s e c t o r  

The p u b l i c   s e c t o r   c o n s i s t s   o f   t h e   C e n t r a l   G o v e r n m e n t ,  13 p r o v i n c i a l  
a d m i n i s t r a t i o n s ,   a n d  a number   o f   pub l i c   en t e rp r i se s   wh ich  are e i t h e r   u n d e r  
t h e   s u p e r v i s i o n   o f   s p e c i f i c   m i n i s t r i e s   o r   o f  a p r o v i n c i a l   a u t h o r i t y .  
The  budget i s  p r e p a r e d  in c o m b i n a t i o n   w i t h   t h e   a n n u a l   p r o d u c t i o n   p l a n  
and r e f l e c t s   t h e   a c t i v i t i e s   o f   b o t h   t h e   C e n t r a l   G o v e r n m e n t   a n d   t h e  
p r o v i n c e s .   S t a t e   e n t e r p r i s e s   m a i n t a i n   t h e i r  own a c c o u n t s ,   b u t   t h e i r  
o p e r a t i o n s   a f f e c t   b u d g e t   r e v e n u e   ( t h r o u g h   t r a n s f e r s   o f   o p e r a t i n g   s u r p l u s e s  
a n d   t u r n o v e r   t a x e s )   a n d   b u d g e t   e x p e n d i t u r e  (100 p e r   c e n t  of t h e i r   i n v e s t -  
ment c a p i t a l  and 50 p e r   c e n t  of t h e i r   w o r k i n g   c a p i t a l  is f i n a n c e d  by t h e  
c e n t r a l   b u d g e t ;  the  r e m a i n i n g  50 per c e n t  of w o r k i n g   c a p i t a l  i s  f i n a n c e d  
b y   t h e   c e n t r a l   b a n k ) .   F o r e i g n   c o m m o d i t y   a n d   p r o j e c t   a s s i s t a n c e   t h a t  
e n t e r s   i n t o   t h e   b u d g e t  i s  v a l u e d  a t  c o n t r a c t  o r  w o r l d   m a r k e t   p r i c e s .  

2. Overall f i s c a l   D e r f o r m a n c e .  1979-82 

A f t e r  a s l a c k e n i n g  o f  b u d g e t a r y   d i s c i p l i n e   f o l l o w i n g   t h e   1 9 7 5  war, 
measu res  were a d o p t e d   i n   1 9 7 9   a n d   1 9 8 0   t o   s t r e n g t h e n   p u b l i c   f i n a n c e .  
They   inc luded  s t r f c t e r  en fo rcemen t   o f   t he  tax c o d e ,   e x p e n d i t u r e   c o n t r o l s ,  
t h e   a d j u s t m e n t   o f   o f f i c i a l   p r i c e s   t o   c o s t  levels ,  a n d   t i g h t e r   s u p e r v i s i o n  
of t h e   f i n a n c i a l   a c t i v i t i e s  of p u b l i c   e n t e r p r i s e s .   T h e s e   m e a s u r e s ,  com- 
b i n e d   w i t h  a growing e c o n o m i c   a c t i v i t y ,   r e s u l t e d   i n  a c o n s i d e r a b l e  i m -  
provement i n  f i s c a l   p e r f o r m a n c e .  The s h a r e  of b u d g e t a r y   r e v e n u e   i n  GDP 
r o s e  from 11 p e r   c e n t   i n   1 9 7 9   t o   a n   e s t i m a t e d  2 0  p e r  c e n t   i n   1 9 8 2  as  
t r a n s f e r s   f r o m   p u b l i c   e n t e r p r i s e s ,   w h i c h   a c c o u n t  for a p p r o x i m a t e l y  7 0  pe r  
c e n t   o f   t o t a l   r e v e n u e ,   i n c r e a s e d   c o n s i d e r a b l y   ( T a b l e  8 ) .  The r a t i o  of 
e x p e n d i t u r e  t o  GDP a l s o  rose from 2 5  p e r   c e n t  i n  1979 t o  a n   e s t i m a t e d  
40 p e r  c e n t  i n  1 9 8 2 ,   r e f l e c t i n g   c h i e f l y   a n   e x p a n s i o n   o f   d e v e l o p m e n t  
o u t l a y s .  From 10 p e r   c e n t   i n   1 9 7 9 ,   d e v e l o p m e n t   e x p e n d i t u r e  is e s t i m a t e d  
to r ise  t o   a b o u t   2 3   p e r   c e n t  of GDP i n  1982. 
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Table 8. l a o r :  F l r c a l   P e r f o r m n n c c  In  Relat ion t o  CDP, 1979-82 

(In per cent of GDP) 

1979  1980  1981  1982 11 - 
Revenue  10.7  14.4  13.2 20.0 

e n t e r p r i s e s  7.4  10.9  9.5  16.3 
t a x e s   o n   t h e   1 . 9   1 . 9  2 -7  3.0 

p r i v a t e   s e c t o r  

Of which: t r a n s f e r s  from p u b l i c  

Expend i t u r e  
C u r r e n t  
C a p i t a l  

D e f i c i t  (-) 
Domestic f i n a n c i n g  
E x t e r n a l  f i n a n c i n g  

25.4 34.2 26.1 39.7 
15.7 1 9  -8 13.7 16.4 

9.7 1 4  -4 1 2  - 4  23.3 

14.7 1 9  e 8  12.9 19.7 

14.2 19.9 12.9 19.7 
0 . 5  4.1 " " 

S o u r c e :   S t a f f  estimates. 

- 1/ B a s e d   o n   t h e   r e v i s e d  1982 b u d g e t .  

In s p i t e  of its c o n s i d e r a b l e   e x p a n s i o n ,   r e v e n u e   r e m a i n e d   s i g n i f i -  
c a n t l y   l o w e r   t h a n   e x p e n d i t u r e ,   r e s u l t i n g   i n   l a r g e   b u d g e t   d e f i c i t s .   I n  
1 9 8 0 ,   t h e   d e f i c i t   i n c r e a s e d  to 20   pe r   cen t   o f  GDP, from 15 p e r   c e n t  i n  
1979. It d e c l i n e d   t o  13 p e r  c e n t  i n  1981 ,   bu t  I s  e x p e c t e d   t o   r e a c h  
20 p e r   c e n t   a g a i n  in 1 9 8 2 .   A l t h o u g h   t h e   d e f i c i t   h a s  been f i n a n c e d  
e n t i r e l y  by f o r e l e n   a s s i s t a n c e   i n   r e c e n t  years,  t h e   s h a r e  of f o r e i g n  
a s s i s t a n c e   i n   t o t a l   e x p e n d i t u r e s   h a s   g r a d u a l l y   d e c l i n e d .  From 56 per  
c e n t   o f   t o t a l   b u d g e t a r y   e x p e n d i t u r e  i n  1979,  i t  f e l l   t o  less t h a n  50 p e r  
c e n t   f o r   t h e   r e v i s e d   b u d g e t   f o r   1 9 8 2 .   F u r t h e r m o r e ,   d o m e s t i c   r e v e n u e  i s  
e x p e c t e d   t o   e x c e e d   c u r r e n t   e x p e n d i t u r e a   f o r   t h e   f i r s t  time i n   1 9 8 2 -  The 
e x c e s s  is e s t i m a t e d  a t  abou t  4 p e r   c e n t  of GDP. 

3 .  The 1981  budget  

a .  Revenue 

Domestic  revenue  had  expanded  by 1 7 9  p e r  c e n t  i n  1980, l a r g e l y  as a 
consequence  of a d j u s t m e n t s   i n   o f f i c i a l   p r i c e s ;   t r a n s f e r s   f r o m   p u b l i c  
enterprises had t r i p l e d  a n d   t a x  receipts  f r o m   t h e   p r i v a t e   s e c t o r  had 
doubled .  The 1 9 8 1   b u d g e t   i n c o r p o r a t e d  a f u r t h e r   e x p a n s i o n   o f   r e v e n u e  by 
28 p e r  c e n t ,   m o s t l y  on a c c o u n t  of a 35 p e r   c e n t  r ise i n   t r a n s f e r s  from 
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p u b l i c   e n t e r p r i R e e   ( T a b l e  9) .  Tax c o l l e c t i o n  from t h e   p r i v a t e  e e c t o r  
was t o   i n c r e a s e   t h r o u g h  s t r i c t e r  e n f o r c e m e n t ,  a m o d i f i c a t i o n  of t h e  
e g r l c u l t u r a l   t a x ,   a n d  a c h a n g e   I n   t h e   d e f i n i t i o n  of b u s i n e n r  Income to  
t a k e   i n t o   a c c o u n t   t h e   p r e v i o u s  year'. i n f l a t i o n .  Tax r e c e i p t s   f r o m   t h e  
p r i v a t e  eec to r  were e e t i m a t e d   t o   g r o w  by  61 per c e n t ,  or t o  16 per c e n t  
of t o t a l  r e v e n u e .  

Actual r e s u l t s  for  1981 i n d i c a t e   t h a t   r e v e n u e  rase b y  32 per cen t  
t o  K 989 m i l l i o n .  T h i s  o c c u r r e d   i n   s p i t e  of a slowdown i n  economic 
a c t i v i t y   d u r i n g  t h s  f i r s t  h a l f  of  1981, due t o  t h e   t h r e e - m o n t h  c l o s u r e  
of t h e   b o r d e r   w i t h   T h a i l a n d .   T h e   b o r d e r   c l o s u r e   r e e u l t e d   i n   l o w e r - t h a n -  
p r o j e c t e d   r e c e i p t s  from t a x e e  o n  i n t e r n a t i o n a l   t r a d e .  These t a x e s  
a m o u n t e d   t o  K 109 m i l l i o n   c o m p a r e d   u i t h  a b u d g e t e d   l e v e l   o f  K 164 m i l -  
l i o n  ( T a b l e  10).  Lt a l s o  r e s u l t e d   i n   l o w e r   t h a n   e x p e c t e d   l e v e l  of 
p r o d u c t i o n   i n   e t a t e   e n t e r p r i s e s ,   w h i c h   c a u s e d   r e v e n u e  from the  t u r n o v e r  
t a x  o n  s t a t e  e n t e r p r i s e s  t o  amount t o  K 119 m i l l i o n ,   c o m p a r e d   w i t h  a 
budgeted  amount  of K 1 3 3  m i l l i o n .   H o w e v e r ,   o p e r a t i n g   s u r p l u s e s   a n d  
o t h e r   t r a n s f e r s   o f   p u b l i c   e n t e r p r i e e s   r o a e   b y  3 5  p e r   c e n t   a n d   e x c e e d e d  
b u d g e L   e s t i m a t e s   b y  14 p e r  c e n t . l /  Thie r e f l e c t e d  i n  p a r t   h i g h e r   p r o f i t s  
r e c o r d e d  by t h e   S t a t e   E l e c t r i c i t y  Company ( E l e c L r i c i t e  du Laos) as 8 

r e s u l t  of t h e   t r i p l i n g  i n  t h e   p r i c e  of e l e c t r i c i t y   s o l d  t o  T h a i l a n d ,  
and in p a r t   t r a n s f e r  o f  e x c e s s   w o r k i n g   c a p i t a l  t o  t h e   b u d g e t   b y  c e r t a i n  
p u b l i c   e n t e r p r i s e s ,   t h e  STC i n   p a r t i c u l a r .   D e p r e c i a t i o n   a l l o w a n c e e  
t r a n s f e r r e d  to  t h e   b u d g e t   b y   p u b l i c   e n t e r p r i s e s  almo exceeded   t he   bud-  
g e t e d   l e v e l  a s  n e w   e q u i p m e n t   b e c a m e   o p e r a t i o n a l ;   t h e s e   a l l o w a n c e s  rose t o  
K 100 m i l l € o n ,  from K 5 3  m i l l i o n   i n  1980. Revenue from t h e   t u r n o v e r  
t a x   o n   t h e   p r i v a t e   s e c t o r  a l s o  e r c e e d e d   t h e   b u d g e t  es t imate ,  r e f l e c t i n g  
i n c r e a s e d   e c o n o m i c   a c t i v i t y   a s  w e l l  as  b e t t e r  c o l l e c t i o n  of t a x   a r r e a r s .  

b. ExDend i t u r e  

E x p e n d i t u r e  i n  1 9 8 1  was o r i g i n a l l y   b u d g e t e d  t o  g row by 23 p e r  cent; 
4 4  p e r  cent  o f  t o t a l  e x p e n d i t u r e  was p lanned  t o  be f i n a n c e d   b y   d o m e s t i c  
resources .  C u r r e n t   e x p e n d i t u r e  vas  t o  increase by 10 p e r  c e n t ,  p r i m a r i l y  
t o  meet t h e   h i g h e r  cos t s  of  i m p o r t e d   m a t e r i a l s   a n d   s u p p l i e s   a n d ,  t o  a 
lesser  e x t e n t ,   t h e   h i g h e r   l e v e l  of i n t e r e s t   p a y m e c t s   o n   f o r e i g n   i n d e b t e d -  
n e s s .   T h e   s i z e  of  t h e   c i v i l   s e r v i c e  vas t o  d e c l i n e   b y   a b o u t  2 5  p e r   c e n t .  
C a p i t a l   e x p e n d i t u r e   w a s  t o  expand  by 4 1  p e r  c e n t ,  most of t h l s  I n c r e a s e  
w a s  t o   t ake  p l a c e  i n  the  i n d u s t r y  and communica t ion  sector6 ( T a b l e  11). 

1/ While r e v e n u e  from t h e   t u r n o v e r   t a x   o n   p u b l i c   e n t e r p r i s e s   f e l l  
s h z r t  of t h e   1 9 8 1   b u d g e t   f o r e c a s t ,  these e n t e r p r i s e s   t r a n s f e r r e d   l a r g e r  
o p e r a t i n g   s u r p l u s e s   t h a n   t h e   b u d g e t  forecast .  T h i s   d i s c r e p a n c y   r e f l e c t a  
m e t h o d s   o f   c a l c u l a t i o n .   T h e   t u r n o v e r   t a x  i s  l e v i e d  on g o o d s   v a l u e d  a t  
a c e r t a i n   p r i c e  a t  t h e   b e g i n n i n g  of  t h e  f i s c a l  y e a r ;   t h i s   v a l u a t i o n   d o e s  
not change  In case of p r i c e  increases in t h e   c o u r s e  of t h e   y e a r .  I n  
1981, p r o f i t s  by t h e   S t a t e  E l e c t r i c i t y  Company were a f f e c t e d   i n   t h i s  way 
by t h e   i n c r e a s e   i n   e l e c t r i c i t y   p r i c e s .  
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T r b l r  10. Laor: Budgetary  Revenue, 1980-82 

( I n  millionr of k ip )  

1980 1981  1982 
Preliminary  Preliminary 

Budget ertimrter Budget ee t imatee  

Pircrl r e c e i p t r  

prof i t s  
Tax on  indumtrirl  and commercial 

T a x  on vagea a n d   r a l a r i e r  
Agr icu l tura l   t ax  
Other 
Tur  nove r t ax  

Business l icenrer  
Tax on f o r e i g n  trade 

Impart  dut i e r  

Export d u t i e e  

of which:   publ ic   enterpr isee 

Of  which: p u b l i c   e n t e r p r i e e s  

Of which: p u b l i c   e n t e r p r i s e s  

Nonf i e c a l   r e c e i p t  e 

e n t e r p r i s e s  

p u b l i c   e n t e r p r i s e s  

Operat ing  eurpluses  of publ ic  

Depreciation  allowance8  paid by 

Other 

Tota l  

300 3 - 
15.4 
1 e 3  

31 -0 
0.1 

90.5 
(81  .O) 

6.6 
1 5 5 . 4  
( * . * I  
[ * * * I  
( - = * I  
[ . * * I  

447.9 

3 1 2 . 4  

5 3 . 4  
82.1 

748.2 

- 

418.2 - 
28-4 
1 a 5  

57.2 
0 .8  
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Table 11. boar  Economic C l r r r l f i c r t i o n  of Budgrtary  Expandlture,  1979-82 

(In m l l l i o n r  of k i p )  

1979 1980  1961  1982 
Preliminary Prel iminary 

Budget a r t ima te r  Budget cs t imatce 

:urrant  axpendi t u t e  
Wager and r r l a t i c r  
k t r r l a l r  and rupp l l e r  
Subridlee t o  public  

Scholarrhlpr  
Pensione 
Other  subsidlea and 

t r a n s f c r r  
Debt r e rv i ce  

c n t e r p r i r e ~  

h p i t a l   e x p e n d i t u r e  
Education 
Health 
Agricul ture  
Fores t ry  
Industry,   mining, 

energy 
Traneportat ion and COUP 

municatioaa 
Trade and cooperat ivee 
Public works 

Other 

Total  

m* 393.9 1 028.c) 

95.5 667.8 

9.7 
19 - 2  22.6 

24.5 43.4 

113.1 282.8 

24.2 108.0 

" " 

636.0  1,776.9 

816 7 

" 

61 a5 
3 a0 

1067 
37.2 

1,054.3 
64.7 

134.5 
186.2 

47.2 

153.1 

442.9 

25.8 

2,181.4 

%!el5 11 
1 028 3 

725.0 
- 

" 

56.1 
2.6 

" 

44.6 

927 5 - 
20.7 
66.5 

) 282.8 

148.9 2 1  - 
) 373.0 

35.6 

1,955.8 

%!ET 11 11 
1 053.6 2 259.0 

" " 

58.0 82 .o 
3.0 3.0 

" " 

27.6  96 .O 

1,098.4 3,216.0 

84 .O 253.5 
30 -0 7 7  .O 

307 3 955.5 

174.3 2 1  573.0 21  - I 

440.0 1,237.2 

62.8  119.8 

2,152.0 5 , 4 7 5 . 0  

Source: Mlnletry  of Finance. 

11 Estimated 
2 1  Includes also STC . - 
- 



A c t u a l   e x p e n d i t u r e   i n  1981 i n c r e a s e d   b y   o n l y  10 per c e n t   t o  
K 1 , 9 5 6   m i l l i o n ,   f a l l i n g  10 p e r   c e n t   e h o r t  of t h e   o r i g i n a l   b u d g e t .  
C u r r e n t   e x p e n d i t u r e   r e m a i n e d  a t  i t e  1980 l e v e l  of K 1,028 m i l l i o n ,  
w h i l e   c a p i t a l   o u t l a y s   i n c r e a s e d   b y  23.8 p e r   c e n t   t o  K 928 m l l l i o n .  
Mout of t h e   s h o r t f a l l   i n   c u r r e n t   e x p e n d i t u r e  warn d u e  to l ower - than -  
e x p e c t e d   o u t l a y s   f o r  material a n d   s u p p l i e s .   E x p e n d i t u r e   o n   v a g e s   a n d  
e a l a r i t e   f e l l  a e  budge ted  to K 200 m i l l i o n .   C a p i t a l   o u t l a y e  rose by 
K 1 7 8 . 6   a i l l l o n   c o m p a r e d   t o   1 9 8 0 ,   b u t  were e t i l l  K 127  m b l l l o n  smaller 
t h a n   o r i g i n a l l y   b u d g e t e d .   C a p i t a l   o u t l a y s   i n  t h e  a g r i c u l t u r e   a n d  
f o r e e t r y   s e c t o r s   e x c e e d e d   b u d g e t e d   l e v e l s ,   b u t   i n v e s t m e n t  ir i n d u s t r y ,  
c o m m u n i c a t i o n ,   a n d   t r a d e   f e l l   e h o r t  of t h e   t a r g e t e d  amountm. 

T h e   f a c t o r   w h i c h   c a u s e d   c a p i t a l   o x p e n d i t u t e   t o  f a l l  e h o r t  of t h e  
b u d g e t e d   l e v e l   v n e  a l o w e r - t h a n - e x p e c t e d   l e v e l   o f   f o r e i g n   a s s i s t a n c e ,  
c o m b i n e d   w i t h   t h e   a u t h o r i t i e s ’   c o m m i t m e n t  t o  a v o l d   b a n k   f l n a n r i n g   o f  
b u d g e t a r y   d e f i c i t e .   A c t u a l   d i s b u r a e m e n t  of f o r e i g n   a s s i s t f i n c e   a m o u n t e d  
t o  o n l y  K 966.5 million, K 2 5 3 . 5   m i l l i o n  l ee s  t h a n   b u d g e t e d ;  ti,!- wee 
a t t r ’ b u t a b l e   t o   d e l a y s  i n  d i e b u r e e m e n t e   r e l a t e d  t o  t h e   b o t d e r  clogpre, 
i n t e r n a l   t r a n s p o r t a t i o n  and e e c u r i t y   p r o b l e m s ,   e n d  t o  a r e d u c t l o n  i n  
c o m m o d i t y   a e s i e t a n r c   p r o v i d e d   b y  CMeA c o u n t r i e s .  

4. The 1982  budnet  

A c c o r d i n g   t o  the o r i g i n a l  1982 b u d g e t ,   r e v e n u e   v a e   p r o j e c t e d  at 
K 1,190 m i l l i o n ,  K 2 0 1   m i l l i o n  or 20 per c e n t   h l g h e r   t h a n  in 1981.  
T r a n s f e r s   f r o m   p u b l i c   e n t e r p r i s e s  uere to  i n c r e a e e   f r o m  K 713 m i l l i o n  t o  
K 8 7 6  m i l l i o n   o n   a c c o u n t  of a h i g h e r  l w e l  o f   e c o n o m f c   a c t i v i t y ,  higher  
o f f i c i a l   p r i c e s ,   a n d   t h e   f u l l   y e a r   I m p a c t  of t h e   t r i p l i n g   o f   t h e   e x p o r t  
p r f c e  of  e l e c t r i c i t y .  Tax r e c e i p t s   f r o m   t h e   p r i v a t e   s e c t o r  were to 
increase from K 2 0 0   m i l l i o n   t o  K 252 m i l l i o n ,   r e f l e c t i n g   a n   e x p a n b i o n  
l n   p r i v a t e   e e c t o r   a c t i v i t l e e .   E x p e n d i t u r e   w a s   b u d g e t e d   t o  grow m o d e r a t e l y  
i n  1982 C u r r e n t   e x p e n d i t u r e  was budge ted  t o  r ise  b y   o n l y  2 . 5  p e r   c e n t  
t o  K 1 , 0 5 4   m i l l i o n ,  by k e e p i n g   p u b l i c   s e c t o r   e m p l a y r n e n t   q m c h a n g e d   a n d  
p e r m i t t i n g   o n l y  a small  i n c r e a s e  i n  p u r c h a s e s  of materialH a n d   e u p p l i e s .  
C a p i t a l   o u t l a y s  were p l a n n e d  t o  grow  by 18 p e r   c e n t  t o  K 1,098 m i l l i o n .  
The b u d g e t   d e f i c i t  was e x p e c t e d   t o   d e c l i n e   f r o m  K 966.5  m i l l i o n   i n   1 9 8 1  
t o  K 962.0 m i l l i o n .  As i n   p r e v i o u s   y e a r s ,  i t  wag t o  be f i n a n c e d   e n t i r e l y  
from f o r e i g n   s o u r c e s .  

The o u t t u r n  of t h e   1 9 8 2   b u d g e t  w i l l  b e   s t r o n g l y   a f f e c t e d   b y   t w o  
major r e f o r m s   i n t r o d u c e d  i n  t h e   f i r s t   p a r t  of t h e   y e a r .   P i r e t  , o f f i c i a l  
prices  were i n c r e a s e d   s h a r p l y   f o l l o w i n g   t h e   d e p r e c i a t i o n  of t h e  kip and 
the i n t r o d u c ’ i o n   o f   h i g h e r   p r o c u r e m e n t   p r i c e s   i n   t h e   a g r i c u l t u r a l  sector .  
Second,  t o  -ompensa te  for h i g h e r   o f f i c i a l  consumer p r i c e s ,   p u b l i c   e e c t o r  
s a l a r i e s  were i n c r e a s e c !  by 50 to 7 0  p e r  c e n t  d u r i n g   t h e   J a n u a r y - J u n e  
p e r i o d .  The d e p r e c i a t i o n  of the  k i p  af fected  t h e   v a l u a t i o n  of f o r e i g n  
a i d ,   t h e   v a l u e  of which  more t h a n  t r i p l e d ,  a n d   t h e   c o s t  of government  
imports. As a c o n s e q u e n c e  of t h e s e   d e v e l o p m e n t s ,  ’r h e   r e v i s e d   b u d g e t  
estimates for 1 9 8 2   d i f f e r   c o n s i d e r a b l y  from t h e   o r i g i n a l   b u d g e t .  



Accord ing   t o   r ev ieed   budge t  estimates,  r evenue  i s  p r e e e n t l y   p r o j e c t e d  
t o   r e a c h  K 2 , 7 5 5  m i l l i o n ,   a n   i n c r e a s e   o f  180 p e r   c e n t   o v e r   1 9 8 1 ,   r e f l e c t i n g  
p r i m a r i l y  a s h a r p   i n c r e a s e   i n   t r a n s f e r s   f r o m   p u b l i c   e n t e r p r i s e s .   T h e i r  
o p e r a t i n g   s u r p l u s e s  a r e  e o t i m a t e d   t o  increase by 280 per cent  f rom  the  
1 9 8 1   l e v e l ,  as  unchanged p r o f i t   m a r g i n s  are a p p l i e d   t o  much h i g h e r  pricee .  
F u r t h e r m o r e ,   t h e   S t a t e  E lec t r i c i ty  Company w i l l  b e  able  t o  ra i se  ita 
transfer t o   t h e   b u d g e t   t o  as much a a  K 685 m i l l i o n   d u e   t o   t h e  tripling 
of t h e   e x p o r t  price of e l ec t r j c i ty  a n d   t h e   c o n v e r s i o n   o f   i t a   f o r e i g n  
e x c h a n g e   r e c e i p t s  a: a d e p r e c i a t e d   r a t e .   D e p r e c i a t i o n   a l l o w a n c e s   p a i d  
by p u b l i c   e n t e r p r i s e s  a re  p r o j e c t e d   t o   t r i p l e   f r o m   t h e   1 9 8 1   l e v e l ,  a s  
a l l  imported  equipment i s  b e j n g   r e L a l u e d   t o   r e f l e c t   t h e   d e p r e c i a t e d  ra te  
of exchange. 

T rans fe r s   f rom s t a t e  e n t e r p r i s e s  w i l l  b e   a d v e r s e l y   a f f e c t e d ,  how- 
e v e r ,  by a s h a r p   i n c r e a s e  in t h e   c o s t   o f  r ice  s u b s i d i z a t i o n   w h i c h   t h e  
STC c o v e r s   w i t h   p r o f i t s  m a d e   o n   t r a d i n g   o t h e r   p r o d u c t s .   S i n c e   t h e   1 9 8 0  
p r i c e  reform, when t h e   r i c e   s u b s i d y  was r educed  to n i l ,   t h e   o f f i c i a l  
s a l e s   p r i c e  of r i c e   h a s   n o t   b e e n   a l l o w e d   t o   k e e p  pace w i t h  r i s i n g   c o s t s .  
The r e c e n t   i n c r e a s e s   i n   t h e   n e g o t i a t e d   p r o c u r e m e n t   p r i c e   o f   p a d d y   a n d  
h i g h e r   t r a n s p o r t a t i o n   c o s t s   h a v e   l e d  t o  a n   e s t i m a t e d   q u a d r u p l i n g  i n  t h e  
t o t a l  r i c e  subs idy   be tween  1981 and 1982,  t o  a n  e s t i m a t e d  2.6 per c e n t  
of GDP and 13.1 p e r  c e n t   o f   b u d g e t a r y   r e v e n u e .  

F u r t h e r   l i b e r a l i z a t i o n  of  p r i v a t e   s e c t o r   a c t i v i t i e s  j s  p r o j e c t e d   t o  
have a a i g n i f i c a n t   i m p a c t  o n  t a x   r e v e n u e .  An i m p o r t a n t  2 welopment  in 
t h i s   c o n t e x t  i s  t h e   p e r m i s s i o n   r e c e n t l y   g r a n t e d  t o  t h e   p r i v a t e   s e c t o r  
to  sign c o n t r a c t s   w i t h   t h e   G o v e r n m e n t   a n d   s u p p l y   c o n s t r u c t i o n   m a t e r i a l s .  
Tax r evenue  from t h e   p r i v a t e   s e c t o r  is p r o j e c t e d   t o  r i s e  t o  K 415  m i l l i o n ,  
more t h a n   d o u b l e   t h e  1981 amount ,   about  7 2  p e r   c e n t  of t h e  t o t a l  will be 
o b t a i n e d  from taxes  on t r a d e  and i n d u s t r y   ( f . e . ,   l i c e n s e s ,   t u r n o v e r  t a x ,  
alld t h e   t a x e s  on p r o f i t ) .  The a g r i c u l t u r a l  t a x ,  va lued  a t  t h e  new o f f j c i a l  
p rocuremen t   p r i ce ,  € s  est imated t o   y i e l d  K 1 1 7  m i l l i o n ,   o r  moL - t h a n   t w i c e  
t h e  1981 amount.  Import d u t i e s  are e x p e c t e d   t o  increase by 70 p e r  c e n t  
from t h e i r  1981 l e v e l ,   w i t h   c u s t o m   d u t i e s  s t i l l  b e i n g   a s s e s s e d   a t   t h e   r a t e  
o f  K 10  per U . S .  d o l l a r ,  t h i s   i n c r e a s e   r e f l e c t s  a h i g h e r   l e v e l  oi i m p o r t s  
compared w i t h  the   deprec;sed level o f  1981.  

RutlEctary e x p e n d i t u r e  is estimated t o  i n c r e a s e  by 180 per  c e n t   o v e r  
I t s  19A1 Leve l ,  Ln rea l  te rms ,  however,  e x p e n d i t u r e  will be a p p r o x i m a t e l y  
t h e  same <IS i n  1 9 8 1 .  C u r r e n L  e x p e n d i t u r e  Ls p r o j e c t e d   t o   i n c r e a s e  by 
12‘7 pear c e n t ,  rc . f lec t  j n g  t h e  higher l e v e l  of  d o m e s t i c   c o s t s   a n d   p r i c e s ,  
a n  l r l c ’ l e d s c -  j n  d ~ ~ b t  s e r v i k - i n g  a s  a r e s u l t  of the depreciation of   the 
k l p ,  and to 7 0  per  cent i n c r e a s e  i n   c i v i l   s e r v i c e  pay .  T h i s  
4.tLat-y increaqc- b(>.rame e f f e c t i v e  i n  J anua ry  1 9 8 2  fQr some b r a n c h e s  o f  
t h r  p l l b l l c  s e c t o r  and was ex tended  t o  t h P  r c m a l n i n g  b r a n c h e s   d u r i n g   t h e  
Apr 11- lunr pt L Iod . The s a l a r y   i n c r e a s e  1 9  expected t o   b e  p a r t l y  o f f s e t ,  
howevpr, by a f u r t h e r  r e d u c t i o n  i n  p u b l i c  sec tor   cmployment .   Sa la ry  
pnyrnc-nts xire e q t  i m a t t l d  t o  amount t o  K 280  million, o n l y  40 p e r   c e n t  
mort’ thnn i n  1981. A t  t h a t  L e v e l ,  t h e y  r e p r e s e n t  only 1 2  per c e n t  o f  
rnrre‘nt  t.xpencli t b re .  Cap i t a l .  e x p e n d i t u r e  is e x p e c t e d   t o   r e a c h  
K 7 , 2 t h . 0  r n i l l l o n ,  a 2 5 0  per c e n t  j n c r e a s e  over  19R1; a r e a l  d e c l i n e  i n  



f o r e i g n   b u d g e t a r y   a s s i s t a n c e  w i l l  b e   l a r g e l y   o f f s e t   b y  a r ise  i n  p u b l i c  
e a r n i n g s .  About 30 per  c e n t   o f   c a p i t a l   o u t l a y s  i s  t o  b e   a l l o c a t e d  t o  
a g r i c u l t u r e  and f o r e s t r y ,  18 per cent  t o   i n d u s t r y  and  energy,  and 38 p e r  
cen t  t o  t r anspor t a t ion ,   communica t ions ,   and   pub l i c  works. 

The o v e r a l l   b u d g e t  d e f i c i t  is expec ted   to   amount   to  K 2 , 7 2 0  m i l l i o n  
i n  1982,  whol ly   f inanced   f rom  fore ign   sources .   Al though i t  r e p r e s e n t s  a 
s h a r p   i n c r e a s e  from  1981, i t  d o e s  n o t  i n d i c a t e  a move toward  expansionary 
pol ic ies .  To a l a r g e   e x t e n t   t h e   i n c r e a s e  i s  a t t r i b u t a b l e   t o   t h e   v a l u a t i o n  
o f   a i d   r e c e i p t s  and t h e  co r re spond ing   expend i tu re  items a t  an  exchange 
r a t e  a t  K 35 i n s t e a d   o f  K 10 p e r  U.S. d o l l a r .  I n  terms of GDP,  t h e  
b u d g e t   d e f i c i t  i s  e x p e c t e d   t o   i n c r e a s e   t o  20 p e r   c e n t ,  from 13 p e r   c e n t  
in 1981. 

5 .  Reforms i n   t h e   p u b l i c   e n t e r p r i s e   s e c t o r  

In t h e   c o u r s e  of tile l a s t  t h r e e   y e a r s ,   t h e   a u t h o r i t i e s   h a v e   i n t r o -  
duced  measures  which,  combined  with a more f l e x i b l e   p r i c i n g   p o l i c y ,  
aimed a t  improv ing   t he   f i nanc ia l   pe r fo rmance   and   i nc reas ing   t he   p roduc -  
t i v i t y   o f   t h e   p u b l i c   e n t e r p r l s e s .   T h e s e   m e a s u r e s   i n c l u d e d   g r e a t e r   a u t o -  
nomy in   i nves tmen t  and   p roduc t ion   dec i s ions ,   i nc reas -d   accoun tab i l i t y  
and s t r i c t e r   f i n a n c i a l   d i s c i p l i n e .   P u b l i c   e n t e r p r i s e s  a re  now r e q u i r e d  
to   ma in ta in   ba l anced   budge t s  as well  as a small r e s e r v e   t o   c o u n t e r v e n e  
t e m p o r a r y   d e f i c i t s .   I n   J a n u a r y  19L2, a d d i t i o n a l  reforms were i n t r o d u c e d .  
S a l e s   p r i c e s  of p u b l i c   e n t e r p r i s e s  were increased ,   and   managers  were 
r equ i r ed  t o  de t e rmjne   t he  number of employees on t h e   b a s i s  of t h e  amount 
of  work t o  be  performed. The i n t e g r a t i o n   o f   t h e   c o s t  of excess  l a b o r   i n  
t o t a l   p r o d u c t i o n   c o s t s  was no   longer   permi t ted .   Fur thermore ,   on  a 
t r i a l   b a s i s ,   t h r e e   e n t e r p r i s e s   ( i . e . ,   t h o s e   p r a d u c i n g   p l y w o o d ,   t o b a c c o ,  
and bee r )   were   g ran ted   l a rge r  autonomy  and p e r m i t t e d   t o   r e t a i n   w i d e r  
p r o f i t   m a r g i n s .  More s p e c i f i c a l l y ,   t h e s e   e n t e r p r i s e s   h a v e   b e e n   a u t h o r i z e d  
t o   n e g o t i a t e   d i r e c t l y   w i t h   f o r e i g n   c u s t o m e r s  and s u p p l i e r s ,  a s  well as 
w i t h   o t h e r   n a t i o n a l  flrms. They  have  been  allowed  to retain 40 p e r  c e n t  
o f   t h e i r   p l a n n e d   p r o f i t s   v e r s u s   t h e  10 t o  20 p e r   c e n t  .-.hare a l l o c a t e d   t o  
t h e   o t h e r  firms. Half of  t h e   r e t a i n e d   p r o f i t s  are d i r c c t e d   t o   i n v e s t m e n t ,  
2 5  per c e n t   t o   t h e   s e c u r i t y   f u n d ,  and 2 5  p e r   c e n t   t o   b o n u s e s   f o r   t h e  
workers.  I n  view of t h e  small s i z e  of t he   i nves tmen t   fund ,   t he  l a t t e r  
can   on ly  be  used ,  a t  p r e s e n t ,   f o r   p u r p o s e s   s u c h  a s  improvement i n  working 
c o n d i t i o n s .   A l t h o u g h   t h e   r e t e n t i o n   o f   h i g h e r   p r o f i t s  w i l l  i n i t i a l l y  
mean l o v e r   t r a n s f e r s   t o   t h e   G o v e r n m e n t ,   t h e   g r e a t e r   i n c e a t i v e s   c o u l d  
r e s u l t  in l a r g e r   p r o d u c t i o n   a n d ,   u l t i m a t e l y ,   i n c r e a s e d   r e v e n u e   f n r   t h e  
Government.  This new management and p r o f i t   s y s t e m  w i l l  be  extended  to 
o t h e r   p u b l l c   e n t e r p r i s e s ,  i f  t he   expe r imen t   p roves   success fu l .  
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V I .  Money  and C r e d i t  

Two i n e t i t u t i o n a  make  up t h e  Lao monetary   eye tem:   the   Banque  
N a t i o n a l e   d u  Laon ( B N L ) ,  or t h e   c e n t r a l   b a n k ,   w h i c h   i a s u e e   d o m e e t i c  
c u r r e n c y ,  e : t e n d e   c r e d i t   i n   k i p  for d o m e s t i c   u s e ,   a n d   k e e p s   t h e  
a c c o u n t e  of t h e   C e n t r a l   G o v e r n m e n t   a n d   t h e   p r o v i n c i a l   a u t h o r i t i e s ;   a n d  
t h e  Banque pour l e  Commerce E x t c r i e u r   L a o  (BCEL) ,  a s u b s i d i a r y  of t h e  
BNL, which ie r c e p o n e i b l e  for Laos' i n t e r n a t i o n a l   t r a n e a c t i o n e .  It l e  
t h e   h o l d e r  of i n t e r n a t i o n a l  r e s e r v e s   a n d   m a i n t a i n s   t h e   a c c o u n t s   r e l a t e d  
t o   c o m m e r c i a l   a g r e e m e n t s   w i t h  foreign c o u n t r i e s ,   a e  well ae t h e   a c c o u n t s  
of f o r e i g n e r s   w o r k i n g  i n  Laos. 

1. P o l i c i e s   a n d   d e v e l o p m e n t e  

C r e d i t   p o l i c y  i s  l a r g e l y   d e t e r m i n e d   b y   t h e  s t a t e  e n t e r p r i s e s '   a n n u a l  
p r o d u c t i o n   p l a n s   a n d   t h e  l eve l  of o f f i c i a l   p r i c e s ;   i n   t h e   r e c e n t   p a s t ,  cre- 
d i t   p o l i c y   h a s   a l e o   b e e n   i n f l u e n c e d  by t h e   a u t h o r i t i e s '   d e s i r e   t o   e x p a n d   t h e  
r o l e  of t h e   p r i v a t e   e e c t o r  i n  e c o n o m i c   a c t i v i t y .  To t h i s   e f f e c t ,  52 new 
b r a n c h e s  of t h e  BNL were e s t a b l i s h e d   i n   r u r a l  areas be tween  1979  and   1982.  

Total  c r e d i t   i n c r e a s e d  by 25.1 per c e n t   i n   1 9 8 1   ( T a b l e  1 2 ) .  Al though 
e u b a t a n t i a l l y  less  t h a n   i n   1 9 8 0 ,  when d o m e s t i c   c r e d i t   r e q u i r e m e n t s   r o s e  
s h a r p l y  a s  a r e s u l t  of l a r g e   p r i c e   i n c r e a s e s   a n d   s p e c i a l   i m p o r t   p r o g r a m s ,  

T a b l e   1 2 .  Laos' Monetary  Survey,   1979-82 

( I n  m i l l i o n s  of k i p ;   e n d  of p e r i o d )  

1979  1980  1981  19  82 
December  June December J u n e  

Assets 
Net fore'gn a s s e t s  1/ 
D o m e s t i c   c r e d i t  

Government (nec)  
P u b l i c   e n t e r p r i s e s  
P r i v a t e   s e c t o r  

- 

O t h e r  items ( n e t )  

- 2 4 3  -446 -4 78 -5  24 -367 
451  899 1,098 1 , 1 2 5  1,130 
5 9 5 5  1 5  18 7 
288 812 1 , 0 4 0  1 ,055  1 , 0 7 0  

4 32 4 3  5 2  53 
183 315 2 a2 194 164 

Tdiabilitles 
T o t a l   l i q u i d i t y   2 9 1  768 902 795 927 

Currency  in c i r c u l a t i o n  100 157 165  169  231 
P u b l i c   e n t e r p r i s e s   d e p o s i t s   1 6 9  519 6 5 6  551  610 
P r i v a t e  sector d e p o s i t s  18  82 7 1  6 5  7 7  

S a v i n g   d e p o s i t s  4 10 10 10 9 

" - - - 

S o u r c e :  Data provided   by  the Lao a u t h o r i t i e s .  

- 1/ E x c l u d e s   b a l a n c e e   u n d e r  b i l a t e r a l  payment   a r rangements .  
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t h e   i n c r e a s e   i n   1 9 8 1  was s t i l l  r e l a t i v e l y   l a r g e .  The  main f ac to r  c o n t r i -  
b u t i n g  t o  t h e   i n c r e a s e   i n   c r e d i t   o u t s t a n d i n g  was a 40 p e r   c e n t   i n c r e a s e   i n  
c r e d i t  t o  t h e  STC, ma in ly   on   accoun t  of i nc reased   p rocuremen t  of paddy a t  
h i g h e r  prices .  The s h a r e   o f   c r e d i t   t o   t h e  STC i n  t o t a l   c r e d i t   o u t a t a n d i n g  
t o   p u b l i c   e n t e r p r i s e s  rose from 69 per  cent a t  end-1980 t o  7 5  p e r  cent  a t  
end-1981  (Table  13). C r e d i t  to o t h e r   p u b l i c   e n t e r p r i s e s   i n c r e a s e d   d u r i n g  
t h e   f i r a t   h a l f  of t h e   y e a r   a n d   d e c l i n e d   t h e r e a f t e r ;   t h e   i n c r e a s e   f o r   t h e  
y e a r  as a whole was r e l a t i v e l y  small .  Domestic i n d u s t r i a l   p r o d u c t i o n ,  
w h i c h   h a d   b e e n   r e l a t i v e l y   b u o y a n t   i n   t h e   e a r l y   p a r t   o f   t h e   y e a r ,   u e a k e n e d  
a s  t h e  impact o f   t h e   b o r d e r   c l o s u r e   s t a r t e d   b e i n g   f e l t   t h r o u g h o u t   t h e  eco- 
n o n y ,   f u r t h e r m o r e ,   t h e   i n c r e a s e   i n   t h e   p r i c e  o f  e l e c t r i c i t y  a n d   t h e  i m -  
provement i n   t h e   l i q u i d i t y   p o s i t i o n  of t h e   S t a t e  E l e c t r i c i t y  Company re- 
s u l t e d   i n  a n e t  r e p a y m e n t   o f   c r e d i t  by t h a t  company to  t h e   b a n k i n g  system. 

C r e d i t   t o   t h e   p r i v a t e   s e c t o r   e x p a n d e d  b y  K 2 0  m i l l i o n   i n   1 9 0 1 ,  
r i s i n g  from K 32 m i l l i o n  t o  K 5 2  m i l l i o n .   I n   s p i t e   o f  t h i s  e x p a n s i o n ,  
i t  a c c o u n l e d   f o r   o n l y  4 p e r  c e n t  of t o t a l  c r e d i t  oLtsta .1ding a t  t h e  end 
of 1981. The i n c r e a s e   i n   p r i v a t e  sec tor  c r e d i t   r e f l e c t e d   t h e   G o v e r n m e n t ' s  
d e c i s i o n   t o   r e l y  m o r e   o n   t h e   p r i v a t e   s e c t o r   t o   d i s t r i b u t e   c o n s u m e r  goods 
t o   t h e   c o u n t r y s i d e .  It r e f l e c t e d   t o  a lesser ex ten t  t h e   p r o v i s i o n   o f  
b a n k   c r e d i t  t o  F i n a n c e   t h e   r e h a b i l i t a t i o n   a n d   e x p a n s i o n  of small f a m i l y  
e n t e r p r i s e s   t h a t   c a n   p r o v i d e   s e r v i c e s   t o   t h e   p u b l i c  sector ,  s u c h  as 
t r a n s p o r t a t i o n   a n d   r e p a i r i n g .  

Domestic li 1uid-l t y  i nc reased   by  only 3.5 p e r  c e n t  i n  1981; i t  had 
Lncreased a t   a n  a n n u c l  r a t e  of  a b o u t  3 5  p e r   c e n t   d u r i n g   t h e   f i r s t   h a l f  
o f   1981,   bu t   dec l ined  juring t h e   s e c o n d   h a l f .  The m a i n   f a c t o r   b e h i n d  
t h i s   p a t t e r n  was a b u i   l u p ,   f o l l o w e d  by  a d e c l i n e ,   i n   d e p o s i t s  of s t a t t  
e n t e r p r i s e s .  The I n r r e a q e  In d o m e s t i c   l i q u i d i t y  i n  1981 was s u b s t a n t i a l  
less t h a n   t h e   e s t i m a t e d   j r o w t h   r a t e   o f  40 p e r   c e n t   i n   n o m i n a l  CDP. 
F a c t o r s   t h a t  may a c c o u n t  f 3r t h i s   d i f f e r e n c e   i n c l u d e  (1) t h e  s t a b i  -f t y  
of p r i c e s   i n   t h e   p u b l i c  se tor w h e r e   m o s t   o f   t h e   l i q u i d i t y  i s  h e l d ,  ~ n d  
( 2 )  i n d i c a t i o n s   t h a t   t h e   r e l a t i v e l y  large c i r c u l a t i o n  of f o r e i g n  c u r  l+ncy 
i n   t h e   p r i v a t e   s e c t o r   h a s  been i n c r e a s i n g   f u r t h e r .  

During t h e  f i r s t  h a l f  of 1 9 8 2 ,   t o t a l   d o m e s t i c   c r e d i t   r e m a i -  d more 
o r  less unchanged as  a d e c l i n e   i n   n e t   c r e d i t   t o   t h e   G o v e r n m e n t  was 
a f f e c t e d  by a KiSc  O F  K 1 5  m i l l i o n  in c r e d i t   t o   p u b l i c   e n t e r p r i s e s .  
Despi te  t h c .  q u b s t a n t l  t i n c r e a s e s  i n  o f f i c i a l   p r i c e s   t h a t  became e f f e c t i v e  
in ear ly  . Q 6 1 ,  t h e  i n c  rease i n   t o t a l   d o m e s t i c   c r e d i t  w a s  r e l a t i v e l y  
modest ,   mafnly because a f u r t h e r  r e d u c t i o n  0 1  excess i n v e n t o r i e s  by 
p u b l i c  e n t e r p r l s e s  a t  con I l t  r d h l y  t ' gher  p r i c t  r e d u c e d   t h e   n e e d   f o r  
c r e d i t .  C r e d i t   t o   t h e  ST( r o s e  by  c ~l!, 3.4  per cent d I r i n g  t h e  f i r s t  
h a l f  of 1982. C r e d i t  tc p r i ~ a t r  s e c t o r   r e m a i n e d  m re o r  less sta- 
t i o n a r y   d u r i n g  t h e  f i r s t  ~ n l t  o f  l q q ? _ ,  n o t w i t h s t a n d i n g  3 cont inued   expan-  
s i o n   i n   p r i v a t e   s e c t o r   a c t i v i t y .  The slowcloun was c a u s e d   m a i n l y  b y  t h e  
p r i v a t e  sector's i n a h i t i t y  t o  repdy a s t   c r e d l t ,  a.; a r e s u l t  o f  which 
t h e  banks have b e g u n   r e q u i t i n g   a d d i t i o n a l   i n f o r m a t i o n   a n d   t h e  submission 
of a work p l a n  for a l l  new c r e d i t  a p p l i r a t i o n s .   T h i s  new r e q u i r e m e n t  
l e d  t o  a r e d u c t f o n   i n   c r e d i t   a p p l i c a t i r J r l s  and may h a v e   r e s u l t e d  i n  i n -  
creased nonbank  borrowing From r h a i l a n d .  Domestic l i q u i d i t y   e x p a n d e d  a t  
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Table 13. Laor :  Conrolidatsd B ~ A  Ice Sheet of the  BNL and BCEL, 1979-82 

( I n  millionr of kip;   end of p e r i o d )  

1979 19dO 1981 1981 1982 
December J u n e  D C C .  June 

Aeee te  
P r ~ r e i ~ n   a e a e t r  
Dmee t i c  c r e d i t  

Government 
P r i v a t e   s e c t o r  
P u b l i c   c n t e r p r i e e r  
Of which: SCL 

O t h e r   a s e e t s   ( n e t )  

Tot a1 

L i a b l l i  t lee  
F o r e i g n   l i a b i l l t i e e  

Short- term 
L e t t e r s  of credi t  
Long-term 
I n t e r n a t i o n a l   o r g a n i z a t i o n e  
Othe r  

F o r e i g n   c u r r e n c y   d e p o s i t s  
Demand d e p o s i t s  

Government 
P r i v a t e  sector 
P u b l i c   e n t e r p r i s c e  

S a v i n g s  deposits 
C u r r e n c y   i n   c i r c u l a t i o n  

Tot a1 

270 
417 
12 5 

4 
288 

( 157 1 
183 

8 7 0  

- 

499 
8 
56 
9' 

33 I 
2 

14 
2 53 
66 
18 

16 9 
4 

100 

870 

- 

19 2 
1 034 L 

19 0 
32 
81 2 
(564) 

31 5 

1,541 

619 
7 
12 3 
97 
374 

3 
19 

7 36 
13 5 
82 
519 
10 

15 7 

1,541 

- 

14 0 
1 ,273  
19 0 
43 

1,040 
(65 5 )  
28 2 

1,695 

614 

64 
97 
426 

3 
4 

902 
17 5 
71 

656 
10 

16 5 

1,695 

- 

13 9 
1,297 

19 0 
52 

1,055 
(788)  
19 4 

1,630 

653 
73 
66 
9 7  
464 

3 
10 

7 8 8  
17 2 
65 

5 5 1  
10 
16 9 

1 ,630  

- 

292 
1,313 
19 0 
53 

1,070 
(815)  
16 4 

1,769 

649 11 
'tt- 
70 
97 
435 

3 
10 

870 
18 3 

7 7  
610 

9 
231 

1,769 

- 

Source: Data   p rov ided   by   t he   Lao   au tho r i t i e s .  

1/ Not a l l  f o r e i g n   l i a b i l i t i e s   h a v e  been r eco rded  a t  t ho  new exchange 
r a t e  of K 35 per U.S. d o l l a r .  
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an a n n u a l   r a t e  of  1 p e r   c e n t   d u r i n g   t h e   f i r s t   h a l f  of 1982.   Currency 
i n   c j r c u l a t l o n  inert   sed s i g n i f i c a n t l y ,   b e c a u s e   o f   t h e  r i s c  i n   c i v i l  
s e r v i c e   e a l a r l e e   t h a t  became e f f e c t i v e   d u r i n g   t h e  f irst  h a l f  of 1982. 

2 .  I n t e r e s t  r a t e s  

The s t r u c t u r e  and l e v e l  of i n t e r e s t  rates have  n o t  been  changed 
s ince   June   1979 ,   and  r e a l  ra tes  of i n t e r e s t   h a v e  been n e g a t i v e  by a 
s u b s t a n t i a l   m a r g i n  (Table 14). In   combina t ion   w i th   noneconomic   cons ide r -  
a t i o n s ,  t h i s  s i t u a t i o n   h a s   k e p t   d o m e s t i c   s a v i n g s   d e p o s i t s  a t  a low l eve l  
tha t   has   r ema ined   unchanged   s ince   end-1980 .  The demand f o r  b a n k   c r e d i t  
o r i g i n a t e s  m o s t l y  from t h e   p u b l i c   e n t e r p r i s e s ;   c r e d i t  i s  allocated to 
t h a t  s ec to r  o n   t h e  b a s i s  o f   a n n u a l   p r o d u c t i o n   p l a n a   r a t h e r   t h a n   o n   t h e  
b a s i s  of t h e  cost  of c r e d i t  and t h e  f i n a n c i a l   r e t u r n  on i n v e s t m e n t .  
T h e r e f o r e ,   t h e  rate of i n t e r e s t   h a s   p r o b a b l y  l i t t l e  impact o n   t h e  demand 
for c r e d i t  and c r e d i t   o u t s t a n d i n g .   A l t h o u g h   t h e  demand for b a n k   c r e d i t  
by t h e   p r i v a t e   s e c t o r  is c e r t a i n l y  more c o s t - s e n s i t i v e ,  a p r e f e r e n c e   f o r  
c o n f i d e n t i a l i t y   a n d  l i m i t e d  investment p o s s i b t l i t i e s  are p r o b a b l y  s t i l l  
t h e   m o a t   i m p o r t a n t   d e t e r m l n a n t s  of  p r i v a t e   s e c t o r  demand f o r   c r e d i t .  

I n   c o n j u n c t i o n   w i t h   r e c e n t  moves  toward a p r i c e   s t r u c t u r e  t h a t  
r e f l e c t s  p t o d u c t i o n   c o s t s  and r e l a t i v e   s c a r c l t l e s ,   t h e   a u t h o r i t i e s  !lave 
a l s o  i n i t i a t e d  a s t u d y   o n   i n t e r e s t   r a t e   p o l i c y .   T h e   r e s u l t s  of t h k s  
s t u d y   c o u l d   l e a d  t o  a c h a n g e   i n   t h e   s t r u c t u r e   a n d   l e v e l  of i n t e r e s t  
r a t e s  d u r i n g   t h e   c o u r s e  of 1983 

T a b l e  1 4 .  Laos- I n t e r e s t  Rates,  1979-82 

( I n  per c e n t )  

U n t i l   J u n e  1979 S i n c e   J u n e   1 9 7 9  

Depos i t  ra- e s  
S a v i n g   d e p o s i t s  
Time d e p o s i  t s 

1 y e a r  
6 months 
3 months 

1 . 2  

3.6 
3 .h 
3.6 

Lending rates 
For a g r i c u l t u r e ,   i n d u s t r y ,  

and  t r a n s p o r t a t  ion  
Shor t - t e rm 6.0 
Long-term 3.0 

P r i v a t e  ... 
P u b l i c   1 2 . 0  

For  t r a d e  

3 . 6  

7 . 2  
4 .0 
5.0 

4 . 8  
3 -0 

12 .o 
7.2 

~ ~~ ~ 

Source .   Data   p rovided   by  the Lao a u t h o r i t i e s .  
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V I I .  Balance  of Payments 

1. Backs round   and   ove ra l l   deve lopmen t@ - 
Balance of payments  development8  have  been  marked by a d e t e r i o r a t i n g  

c u r r e n t   a c c o u n t   a n d ,   a l t h o u g h   c o n s i d e r a b l e   e x t e r n a l   a s s i s t a n c e  i n  t h e  
form of b o t h   g r a n t 8   a n d   l o a n s   h a s   b e e n  made a v a i l a b l e   t o  Laos, o v e r a l l  
b a l a n c e  of p a y m e n t s   d e f i c i t s   w e r e   i n c u r r e d   i n   b o t h  1980 and 1981. 
Exte rna l   e s s i e t ance   f rom  the   nonconver t ib l e   a r ea   hae   a s sumed   g rowing  
i m p c r t a n c e ,   a s   h a v e   t r a d e   r e l a t i o n s   w i t h   t h a t  area i n   g e n e r a l .  

The m a j o r   f a c t o r   u n d e r l y i n g   t h e   c u r r e n t   a c c o u n t   d e f i c i t s ,   w h i c h ,   o n  
a v e r a g e ,  were e q u i v a l e n t   t o  some 15   pe r   cen t   o f  GDP i n   t h e   1 9 7 9 - 8 1   p e r i o d ,  
h a s   b e e n   t h e   s t r u c t u r a l   w e a k n e a e  of  t h e   e x p o r t   R e c t o r .   T h i s  has r e e u l t e d  
mainly from i n e u f f i c i e n t   p r i c e  and o t h e r   i n c e n t i v e s   i n   t h e   p r o d u c t i o n  of 
t r a d i t i o n a l   e x p o r t   c o m m o d i t i e s  as well as  p o l i c i e s   a i m e d   a t   g i v i n g   t h e  
s t a t e  a m o n o p o l y   o v e r   c e r t a i n   e x p o r t s ,   t h r o u g h   t h e   c r e a t i o n  of t h e  SCL. 
O t h e r   i m p o r t a n t   f a c t o r s   h a v e   b e e n  a poor t r a n s p o r t a t i o n   s y s t e m   a n d  
f r e q u e n t   c l o s u r e s  of t h e  border between  Laos  and  Thai land.  In  t h e  
r e c e n t  p a s t ,  a t t e m p t s   h a v e   b e e n  made to   improve   expor t   pe r fo rmance ,  t h e  
k i p  was d e v a l u e d   i n   e a r l y   1 9 8 0  and  again i n  e a r l y   1 9 8 2 ,   p r o d u c e r   p r i c e s  
f o r   e x p o r t a b l e   c o m m o d i t i e s ,  t i m h e r   a n d   c o f f e e   i n   p a r t i c u l a r ,   w e r e  in- 
c r e a s e d ,  and p r i v a t e   s e c t o r   e c o n o m i c   a c t i v i t i e s  were l i b e t a l i z e d .  The 
impazt of t h e  poor export   performance  has   been  compounded by Laos' sub- 
s t a n t i a l   i m p o r t   n e e d s .   A l t h o u g h   t h e   c o u l l t r y ' s   r e l i a n c e  07 food imports, 
e s p e c i a l l y  of r i ce ,  h a s   d i m i n i s h e d   o v e r  t he  p a s t  t w o  or t h r e e   y e a r s ,   t h e  
d e v e l o p m e n t   e f f o r t  h a s  n e c e s s i t a t e d   h e a v y   r e l i a n c e  0'1 impor t s  of raw 
m a t e r i a l s ,   c a p i t a l   e q u i p m e n t   a n d   p e t r o l e u m .  

I n  19R0, t h e  ove ra l l   ba l ance   o f   paymen t s   weakened   cons ide rab ly   and  
r e g i s t e r e d  a d e f i c i t  of U S S 1 1  m i l l i o n ,   c o m p a r e d  w i t h  a su'plus o f  
USS6.6 m i l l i o n   i n   1 9 7 9   ( T e b l e  1 5 ) .  This was l a r g e l y   a t t r i b u t a b l e  to  a 
d e c l i n e   i n   o f f i c i a l   e x p o r t s   t o   t h e   c o n v e r t i b l e   a r e a  and a s h a r p  r i se  :n 
i m p o r t   p a y m e n t s ;   e x t e r n a l   a s s i s t a n c e   r e m a 2 n e d   l a r g e l y   u n c h a n g e d .  The 
o v e r a l l   d e f i c i t  was f i n a n c e d  by a r e d u c * i o n   i n  reserves .  

I n   1 9 8 1 ,   t h e   o v e r a l l   b a l a n c e  of paymen t s   pos i t i on  showed some im- 
provemen t ,   r eco rd ing  a d e f i c i t  of USS5.8 m i l l i o n .  O f f i c i a l  e r p o r t   e a r n -  
i n g s   r e v i v e d  b y  a b o u t  4 4  p e r   c e n t   t o   t h e i r   1 9 7 9   l e v e l  of US$la  m i l l i o n ,  
w h i l e   o f f i c i a l   i m p o r t   p a y m e n t s  r e m a i n e d  more or l ess  t h e  same a t  abou t  
US$90 million. The  improvement in e x p o r t s  was e x c l u s i v e l y   d u e   t o   h i g h e r  
r evenues  from sales of e l e c t r i c i t y   t o   T h a i l a n d  ( e l e c t r i c i t y  pr ices  had 
been t r i p l e d  on Oc tobe r  1) a n d   i n c r e a s e d   e x p o r t s   t o   s o c i a l i s t   c o u n t r i e s  
u n d e r   t h e   b i l a t e r a l   c l e a r i n g   a r r a n g e m e n t s .   E x p o r t s  of t r a d i t i o n a l  
c o m m o d i t i e s   c o n t i n u e d   t o   s t a g n a t e ,   p a r t l y  a s  a r e s u l t  of t h e  c l o s u r e   o f  
t h e  t r a d l n g   p o i n t s   a l o n g   t h e  Lao-Thai borde r   f rom  Februa ry   t o   Apr i l  
1981. Imports were a f f e c t e d   b y   t h e   g e n e r a l   s c a r c i t y  of  f o r e i g n   e x c h a n g e ,  
f o l l o w i n g   t h e   e n l a r g e d   o v e r a l l   d e f i c i t   i n   1 9 8 0 ,  and t h e   b o r d e r   c l o s u r e  
with Thai land .   Nonaid   impor ts  f r o m  t h e   c o n v e r t i b l e  area were  reduced 
from US$42 m i l l l o n   i n  1980 t o  US$36 m i l l i o n ,   r e f l e c t i n g   m o s t l y  a d e c l i n e  
i n  i m p o r t s  of food.  A s  a r e s u l t ,  t h e  c u r r e n t   a c c o u n t   d e f i c i t  w a s  con- 
t a i n e d   t o  US$92 m i l l i o n ,   e q u i v a l e n t   t o   1 2  per  c e n t  o f  GDP, compared  with 
US$103 m i l l i o n ,  or 2 0  y r  c e n t  of G D P ,  i n  1980. 
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Table 15. Laos: Balance of Payments, 1979-82 

(In m i l l i o n s  of U . S .  d o l l a r s )  

1979 19 80 1981 1982 - 1982 
Jan.-June  Plan 

Merchandise   t rade 
Exports  ( f .o .b .) 

To t h e   c o n v e r t i b l e  area 
To t h e   n o n c o n v e r t i b l e   a r e a  1/ 

Non-aid imports  from 
c o n v e r t i b l e   a r e a  

Imports f rom  nonconver t ib l e   a r ea  
Imports under   a id   programs - 2 /  

Imports   (c .1 . f  .) - 

S e r v i c e s   ( n e t )  
R e c e i p t s  
Payments 

I n t e r e s t  
T e c h n i c a l   a s s i s t a n c e  
Other 

Curren t   account   ba lance  

C a p i t s l  and t r a n s f e r s   ( n e t )  
Impor t   a id  
Commod i ty a id 
P r o j e c t  aid  
T e c h n i c a l   a s s i s t a n c e  
Amortization 
T r u s t  Fund 
SDR allocation 

S h o r t - t e r m   c a p i t a l  and errors 
and  omissions 

O v e r a l l   b a l a n c e  

Change i n  r e s e r v e s   ( i n c r e a s e  -) 
A s s e t s   ( i n c r e a s e  -) 
L i a b i l i t i e s   ( d e c r e a s e  -) 

-so .9 
19.4 
19.4 

-70.3 
. .. 

-20.3 
1/ -4.1 
-45.9 

- 

-21.2 
7.4 

-28 -6 
-2.1 
-2 5 .O 
-1 - 5  

- 

-72.1 - 
80.7 

( = e m )  

( . . * I  
25.0 
-1.9 
5.0 
2.6 

- 
50 .O 

-2 .o 

6 - 6  

- 
- 
-6 -6 

-2 .o 
-n 

-78.8 
13.5 
13.5 . .. 

-92 3 

-42.0 
-4.7 

-45.6 

-24 -2 
7.5 

-31 -7 
-1 -8 
-27 -9 
-2 .o 

-103 -0 

- 

- 
83.8 
50.3 

(15.3) 
(35.0) 
27.9 
-1 - 3  
4.3 
2 . 6  

8.2 

-11 .o 

11. .o 
12 -0 
-1 .o 

- 
- 
- 

-70.8 
19.4 
14 .O 

5 . 4  
-90.2 

-36.2 
-13.8 
-40.2 

-20 -8 
14.5 

-35.3 
-2 .o 

-28 -0 
-5.3 

-91.6 

- 

- 
86 - 9  - 
58.6 
( e * * >  

( * * . I  
28.0 
-2.4 
0.1 
2 e6 

-1.1 - 
-5 .a - 

3.8 
0.5 
5.3 

- 

-51 e6 
18 .O 

6.2 
11 - 8  

-69 .6  

-21 - 3  
-18.3 
-30 -0 

-8 a 3  

9.0 
-17.3 
-1 -3 

-15 e 0  
-1 .o 

-59.9 

56 a 2  

52.1 
( 0  * * I  
( * * * I  
15 -0 
-0.9 

- 

- 

" 

" 

3.5 

-0.2 

0.2 
1.1 

-0.9 

- 
- 
- 

-73.1 
47.8 

17.9 
-130.9 

-35.9 
-35.0 
-50 e 0  

-21.1 
16 .O 

-37 .I. 
-2.1 
-30.0 
-5 e 0  

29.9 

-94.2 



The b a l a n c e   o f   p a y m e n t e   p r o s p e c t s  for 1982 p o i n t   t o  a e m a l l   o v e r a l l  
e u r p l u e .  In t h e  f i rs t  s ix  months  of t h e   y e a r ,   t h e   o v e r a l l   b a l a n c e   o f  
payments was almost i n   e q u i l i b r i u m .   W i t h   t h e   i n c r e a s e  i n  e l e c t r i c i t y  
p r i c e s  now h a v i n g   t h e i r   f u l l   e f f e c t ,   o f f i c i a l   e x p o r t s   t o   t h e   c o n v e r t i b l e  
a r e a   r e a c h e d   n e a r l y  US$12 m i l l i o n  in t h e   J a n u a r y - J u n e   p e r i o d .   E x p o r t s  
to t h e   n o n c o n v e r t i b l e  area were a l so  q u i t e   b u o y a n t   a n d   r e a c h e d  more t h a n  
US$6 m i l l i o n .  This improved   per formance  ha8 p e r r n l t t e d  a s h a r p  r ise i n  
nona id  lmporte f r o m   t h e   c o n v e r t i b l e  area;  t h e r e  have also b e e n   i n c r e a e e e  
in a i d - f i n a n c e d  imports a n d   i m p o r t s   u n d e r   t h e   c l e a r i n g   a r r a n g e m e n t s .  
For t h e   y e a r  as a whole, b o t h   e x p o r t   r e c e i p t s   a n d  import payments  are 
a n t i c i p a t e d   t o  be m a r k e d l y   h i g h e r   t h a n   i n   1 9 8 1 .  A s i g n i f i c a n t   w i d e n i n g  
of t h e   c u r r e n t   a c c o u n t   d e f i c i t  to  a n   e s t i m a t e d  US$96 m i l l i o n ,  or 2 4  per 
c e n t  of GDP,  i s  p r o j e c t e d   f o r  1982. Bu t   w i th  external a s s i s t a n c e   p r o -  
j e c t e d  t o  rise to US$96 m i l l i o n ,  a emall b a l a n c e  of p a y m e n t s   s u r p l u s  Of 
US$2 m i l l i o n  mdy b e   r e g i s t e r e d .  

Laos' b a l a n c e  of p a y m e n t s   r e c o r d s   o n l y   i n t e r n a t l o n a l   t r a n s a c t i o n s   o f  
t h e   o f f i c i a l   s t a t e   s e c t o r .  In 1 9 7 9 ,   t h e   p r i v a t e  sector a n d   p r o v i n c i a l  
a u t h o r i t i e s  were p e r m i t t e d   t o  import a n d   e x p o r t ;   t h e   s u b s t a n t i a l   i m p r o v e -  
m e n t   i n   t h e   d o m e s t i c   a v a i l a b i l i t y  of numerous i m p o r t s  s u g g e s t   t h a t   t h i s  
p r i v a t e   t r a d e   h a s   e x p a n d e d   v e r y   r a p i d l y   s i n c e   t h e n -  In  A p r i l   1 9 8 1 ,   t h e  
STC w a s  g i v e n  a monopoly  over  t h e  e x p o r t i n g  of s ix  e s s e n t i a l   p r o d u c t s  
a n d   t h e   i m p o r t i n g   o f  a s p e c i f i c  l i s t  o f   c o m m o d i t i e s ,   i n c l u d i n g  r i ce ,  
s u g a r ,   b u i l d i n g   m a t e r i a l s ,  spare p a r t s ,  and equ ipmen t .  A l l  o t h e r   p r o d u c t s  
may b e   f r e e l y   t r a d e d  by t h e   p r i v a t e   s e c t o r   a n d  t h e  p r o v i n c i a l   a u t h o r i t i e s .  
T h e r e  are n u  r e l i a b l e  d a t a  o n   t h e   t r a n s a c t i o n s  t h a t  are cor lduc ted   ou t -  
s i d e  t h e   o f f i c i a l   s t a t e  sector .  

2. T h e   c u r r e n t   a c c o u n t  

a .  E x p o r t  , - 

The most n o t e w o r t h y   f e a t u r e  of Laos' e x p o r t   s e c t o r  in r e c e n t  years  
h a s   b e e n   t h e   d i s a p p o i n t i n g   g r o w t h   i n   o f f i c i a l ,   t r a d i t i o n a l   e x p o r t s ,  
s u c h  a s  wood and wood p r o d u c t s ,   t i n ,  and c o f f e e ,   t h a t  a r e  d i r e c t e d   t o   t h e  
c o n v e r t i b l e   a r e a .  While t o  some e x t e n t   t h i s   h a s   b e e n   t h e   r e s u l t  of 
weakening i n t e r n a t i o n a l   p r i c e s ,  a m o r e   i m p o r t a n t   c a u s e  h a s  b e e n   f a i l u r e  
EO p r o v i d e   a d e q u a t e   i n c e n t i v e s  t o  l o c a l  p r o d u c e r s   c o m b i n e d   w i t h   t h e  
a u t h o r i t i e s '   d e s i r e  t o  e n s u r e   t h a t  a l l  e x p o r t s  a r e  u n d e r t a k e q   b y   t h e  STC 
which ,   however ,  is l a c k i n g   t e c h n i c a l  and m a n a g e r i a l   e x p e r t i s e .   F o r e s t r y  
p r o d u c t s   o t h e r   t h a n  t i m b e r  h a v e   b e e n   p a r t i c u l a r l y   a f f e c t e d  b y  t h e s e  
p o l i c i e s ,  w i t h  o f f i r i d 1  e x p o r t s   v i r t u a l l y   d i s a p p e a r i n g  by 1981. More 
g e n e r a l l y ,   t r a n s p o r t a t i o n   a n d   d i s t r i b u t i o n   p r o b l e m s  as w e l l  as f r e q u e n t  
b o r d e r   c l o s u r e s   h a v e  a l s o  been i m p o r t a n t   f a c t o r s .  I n  a d d i t i o n ,  a g rowing  
ehare o f  e x p o r t s   w h i c h  had b e e n   t r a d i t i o n a l l y  s o l d  f a r  c a s h   i n   c o n v e r t i b l e  
c u r r e n c i e s  a r e  now b e f n g   d i r e c t e d   t o  CMEA c o u n t r i e s   u n d e r   t h e   a n n u a l l y  
n e g o t i a t e d   b i l a t e r a l  clearing a r r a n g e m e n t s .  

A r e c o g n j t i o n  by t h e  Lao a u t h o r i t l e s   o f   t h e  need f o r  a dynamic  ex-  
port s e c t o r   h a s   p r o m p t e d  some r e c e n t  meqsures d e s i g n e d  t o  s t i m u l a t e  p r o -  
d u c t s  For e x p o r t s .  Effective J a n u a r y  1 9 8 2 ,  official e x p o r t s   a n d   i m p o r t s  
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were v a l u e d   a t  a r a t e  of K 3 5  per  LlSS l ,  r o m p  r e d  with a r a t e  o f  K 10 
p r i o r   t o   t h a t  a a t e ,  p r o d u c e r   p t l c e a  for timht:r a n d   c o f f e e  h a v e  becnn 
r a i s e d   s i g n i f i c a n t l y  over  t h e   p a s t  two years--al thouRh a e u b A t a n t i R 1  
gap  remi t ins   be tween  these   p r ices   and   wor ld  market prices--and local 
a u t h o r i t i e s   h e v e   b e e n   p e r m i t t e d   t o   n e g o t i a t e   p r o c u r e m e n t  p r i c e s  of 
e x p o r t a b l e   p r o d u c t s  w i t h  p r i v a t e  producere.  

E x p o r t s   t o   t h e   c o n v e r t i b l e   a r e a   d e c l i n c d  b y  abou t  30 per c p n t   i n  
1 9 8 0 ,   d u e   l a r g e l y   t o  a sharp f a l l  i n  cof fec and t imber  e-:por t A  

' T a b l e  16). T h i s  was i n  p a r t  R WeRult o f  the c losure  of t h e   b o r d e r   w i t h  
T h a i l a n d  f o r  two months i n  mid-19RO and t o  t h e   o p e n i n g  of  o n l y   o n e   b o r d e r  
p o i n t   n e a r   V i e n t i a n e   t h e r e a f t e r .  E x p o r t  receipt . ;  from t h e   c o n v e r t i b l e  
area remained   depressed  in 1981 a t   a b o u t   t h e i r   1 9 8 0   l e v e l .  Timber ex- 
ports d e c l i n e d   f u r t h e r ,  a n d  t n c r c  were v i r t u a l l y  n o   c a s h   e x p o r t  sa leR of 
c o f f e e ;  however, t h e  overall v a l u e  of e x p o r t s  was PListained by i n c r e a s e d  
revenue  f rom t he  s a l e  O F  e l e c t r i c i t y   t o   T h a i l a n d .  The f e l l  i n   c o f f e e  
e x p o r t s   t o   t h e   c o n v e r t i b l e  area was d u c  t o  .a s h l r p  r i s e  i n   s h i p m e n t s  t o  
s o c i a l i s t  c o u n t r i e s   u n d e r   t h e   b i l a t e r a l   c l c a r i n g   a r r a n g e m e n t s ,   t h c  
d e c l i n e   i n   t i m b e r   e x p o r t s   r e s u l t e d  from d i f f i c n l  t t e s  w i t h   t r a d e r s   i n  
T h a i l a n d ,   p a r t i c u l a r l y   o v e r  approp-iate p r i c e s ,   a n d  from the   Covern -  
m e n t ' s  resc L n d i n g   p r e v l o u s   r i g h t s  O F  t h e   p r i v a t e   s e c t o r  dnd p r o v i n r i a l  
a u t h o r i t i e s  to c x p l o i t  and expor t   t imber .   Thc   expor t  prjce  of e l e c t r -  
i c i t y  was t - i p l e d   e f f e c t i v e  October 1 ,  1 9 8 1 ,   b r i n g i n g   e x p o r t   r e c e i p t s  
from e l e c t r  c i t y   f r o m  11$$5.3 m i l l i o n  i n  1980 to  USS.7.9 m i l l i o n   i n  
1981 .   To ta l   expor t  r e c e i p t s  were buoyed by sales of  t r a d i t i o n a l  com- 
m o d i t i e s   t o   s o c i a l i s t   c o u n t r i e s  a t  price's g e n e r a l l y   c o m p a r a b l e  t o  
world market p r i c e s . l /  - 

Data o n   c x l ~ o r t s  f o r  t h e  f i r s t  s i u  months of 1 9 8 2   f o l l o w   t h e   p a t t e r n  
e s t a b l l s h e d   i n  1981. W i t h   t h e   e x c e p t i o n  o f  e l e c t r i c i t y ,   t h e r e   h a v c  
b e e n   v i r t u a l l y  no m e r c h a n d i s e   e x p o r t s  t o  t h e  c o n v e r t i b l e   a r e a   e x c e p t  f o r  
a small q u a n t i t y  of  t imber .   The   poor   per fomanccl  o f  t f m b e r   e x p o r t s  was 
a t t r i b u t a b l e  t o  a r e l u c t a n c e   o n  the p a r t  o f  t h e  STC t o  s e l l  timber 
against low p r i c e s .  C u r r e n t l y ,   n e g o t i a t e d   p r i c e s  for sawn Lao l o g s   i n  
That land  are about  two t h i r d s  of wor ld   marke t  p r i c t  s far  comparable   hard  
woods. Out uf t o t a l   e x p o r t s  of USS11.8 m i l l i o n ,  e l e c t r i c i t y  exports  
amounted to US$l0.2 million. With   pe t ro leum  impor ts  now a m o u n t i n g   t o  
a b o u t  US$17 m i l l i o n  a y e a r ,  t h e  sharp i n c r e a q e  I n  e a r n i n g s  from elec- 
t r i c i t y   e x p o r t s  b a s  r e s u l t e d   i n  a s u b s t a n t i a l  imp tovemen t  i n  Laos' energy  
b a l a n c e .  While i n  1986,  t h i s  b a l a n c e   r e c o r d e d  a d e f i c i t  e s t i m a t e d  a t  
U S S 7 . 6  million, a s u r p l u s  o f  a b o u t  US$h m i l l i o n  f s p r o j e c t e d  f o r  1982. 
E x p o r t s   t o  t h e  n o n c o n v e r t i b l e  area i n c r e a s e d  s h a r p l y ,  r e a c h i n g  USS6.2 mil- 
l i o n  and jncreasing t o t a l  o + f ~ c i a l  e x p o r t s  t o  Borne US$18 m i l l i o n .  

1/ Beginning  in 1 9 8 1 ,   t h e  valuation o f  t r a d e  flows between Laos and 
t h e  CMEA c o u n t r i e s  has been  made on the  b a s i s  of  a th rce-year   moving  
a v e r a g e  of world  market p t  ices  of t h e  c o m m o d i t i e s   b e i n g   t r a d e d .  
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Table 16. bo,: C o m p o r i t i o n   o f   O f f i c i a l  E x p o t t o ,  1979-82 

(In rlllionm GF U . S .  d o l l a r r )  

1979  1980  1981  1982  1982 - 
J a n  . -June Proj . 

E x p o r t r  t o  the con- 
v e r t i b l e  area 

Timber 
T i n  
Coffee 
Foree t rv   p roduc t .  
H y d r o e l e c t r i c  power 
Other  export.  

E x p o r t s   t o   t h e  non- 
c o n v e r t i b l e  area 1/ - 

19 04 1 3 . 5  14 e 0  11.8 29 e9 
Ti3 rn 5sr 1.6 7n 

0.2 00s 0.4 CI 

4.1  1.1 " 
" 1 . 2  

0.2 0.2 " 
" 0.1 

6.1 5.3 7.9  10.2 22.5  
0 . 3  0.3 0 . 6  " 0.2 

" 

T o t a l   o f f i c i a l   e x p o r t 8  19.4 13 m 5  19.4 18.0 47.8 

Source: Data p rov ided  by t h e  Lao a u t h o r i t i e s .  

- 1/ U n d e r   c l e a r i n g   a r r a n g e m e n t s .  

P r o s p e c t e  for  the   r ema inde r  of 1982   appea r ,  on t he   who le ,  more f a v o r -  
a b l e .   S u b e t a n t i a l   t i m b e r   e t o c k s   h a v e   a c c u m u l a t e d   f o l l o w i n g   l e g i s l a t i o n  
i n t r o d u c e d  i n  1981 banning t h e   s a l e e  of unprocesaed   t imber ,   and   t he  
a u t h o r i t i e e   h a v e   r e c e n t l y   s i g n e d   c o n t r a c t s  for e x p o r t i n g   p a r t  of t h e s e  
s t o c k s .   R e c e i p t s   f r o m   e l e c t r i c i t y   s a l e s  w i l l  remain  buoyant ,   and s a l e s  
of c o f f e e  are a l e o   e x p e c t e d   t o   s h o b  eome r e v i v a l .  For t h e  year a s  a 
w h o l e ,   e x p o r t s  to t h e   c o n v e r t i b l e   a r e a   a r e   p r o j e c t e d  a t  a b o u t  US$30 m i l -  
l i o n ,   e n d   t o   t h e   n o n c o n v e r t i b l e   a r e a  a t  about  US$18 m i l l i o n .  

The e v o l u t i o n  of e x p o r t s   s i n c e   1 9 8 0   i l l u s t r a t e s   t h e   g r o w i n g   i m p o r t a n c e  
of  t h e  CMEA g r o u p  of c o u n t r i e s   i n   t h e   p a t t e r n  of Laon '   t r ad ing   a r r angemen t s .  
U n t i l   1 9 8 0 ,   b i l a t e r a l   t r a d e   a g r e e m e n t s   w i t h   t h e s e   c o u n t r i e s   a l l o w e d   w i d e  
i m b a l a n c e s ,   a n d   v i r t u a l l y  a l l  Lao e x p o r t s  were d i r e c t e d   t o   t h e   c o n v e r t i b l e  
a r e a ,   s u c h   i m b a l a n c e s   ( e x c l u d i n g  pro j e c t - r e l a t e d  imports a n d   t e c h n i c a l  
a s s i s t a n c e )  were f i n a n c e d   t h r o u g h   l o n g - t e r m   c r e d i t .   H o w e v e r ,   s t a r t i n g  
i n  1981, merchand iee  t r a d e  w i t h  most CMEA c o u n t r i e s   h a s   b e e n   s u b j e c t   t o  
more s t r i n g e n t   a r r a n g e m e n t s .   I n   1 9 8 1 ,  Laos e n t e r e d   i n t o   f i v e - y e a r  
b i l a t e r a l   c l e a r i n g   a r r a n g e m e n t s   w i t h   c e r t a i n  CMEA members,  which a r e  
implemen ted   t h rough   annua l   p ro toco l s .   Under   t hese  f ive-year  ag reemen t s ,  
t h e r e  are  annua l  limits on t h e   d e f i c i t s   w h i c h  Laos c a n   i n c u r  i n  i t s  
t r a n s a c t i o n s   w i t h   t h e s e   c o u n t r i e s   a n d   t h e s e   d e f i c i t s  a re  to be s e t t l e d  
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t h r o u g h   t r a d e   t r a n e a c t i o n s   w i t h i n  e i x  m o n t h s   s t a r t i n g   a t  t h e  end of the 
year dur ing   wh ich  they developed.   However ,  1 t i s  p o s s i b l e   t h a t   a n y  
r e m a i n i n g   i m h a l a n c e s  be c o n v e r t e d   i n t o  long-term l o a n s  (30  years,  a t  an 
i n t e r e s t  r a t e  of 2 p e r  c e n t  per annum). The d e f i c i t  Laos i n c u r r e d   v i s -  
a- vi^ CMEA c o u n t r i e s   a m o u n t e d   t o   t h e   e q u i v a l e n t  of USS8.4 m i l l i o n   i n  
1981. It appear8 t h a t   t h l e   d e f i c i t  w i l l  w i d e n   e u b s t a n t i a l i y  i n  1982,  
p o s s i b l y  t o  t h e  e q u i v a l e n t   o f  some USS27 m i l l l o n .  

W i t h   v i r t u a l l y   n o   d o m e s t i c   m a n u f a c t u r i n g   c a p a c i t y ,  Laos i s  h e a v i l y  
dependent   on   impor tn  of cap i t a l   goods   and   consumer   commodi t i e s .  Prior 
to 1981 ,  imports  o f   f o o d s t u f f s  were n e c e s s a r y  t o  s u p p l e m e n t   d o m e s t i c  
r i c e  p r o d u c t i o n ;  r i c e  i m p o r t s   h a v e ,   h o w e v e r ,   b e e n   e l i m i n a t e d  due t o  more 
e u c c e e s f u l   h a r v e s t s .  Mos- of Laos' i m p o r t s   h a v e   b e e n   f i n a n c e d   t h r o u g h  
f o r e i g n  grants and l oans ,  e s p e c i a l l y   m a c h i n e r y   a n d   e q u i p m e n t   r e l a t e d   t o  
p r o j e c t b .   C e r t a i n   c o m m o d i t y  imports, s u c h  as  pe t ro l eu rn ,  c e rea l s ,  and 
sugar were prov ided  by t h e  C;IIEA c o u n t r i e s  a s  commodity a i d   u n t i l  1981. 
S i n c e   t h e n ,   t h e s e   i m p a r t s   h a v e   t a k e n   p l a c e   u n d e r   t h e   c l e a r i n g   a r r a n g e -  
mentg. Some c o u n t r i e s   f r o m   t h e   c o n v e r t i b l e  area h a v e  a l s o  p r o v i d e d  
commodity a s s i s t a n c e ,   m o s t l y  i n  the   form of g r a n t s .   N o n a i d  imports from 
t h e  c o n v e r t i b l e   a r e a  have  m a i n l y   c o m p r i s e d   c e r t a i n   f o o d s t u f f s ,  raw 
mate r i a l s ,  p e t r o l e u m   a n d ,   i n c r e a s i n g l y ,   c o n s u m e r  goods f o r   d i s t r i b u t i o n  
a s  i n c e n t i v e s   t o   f a r m e r s .  

The d e c l i n e  i n  t o t a l   o f f i c i a l  imports in 1981 was e n t i r e l y   a t t r i b u t -  
a b l e   t o   t h e   f a l l  i n  n o n a i d   i m p o r t s   f r o m   t h e   c o n v e r t i b l e  area,  from 
US542 m i l l i o n  i n  1980 t o  US$36 m i l l i o n   ( T a b l e   1 7 ) .   P a y m e n t s   € o r   c a p i t a l  
equipment  and raw mater ia ls  r ema ined   l a rge ly   unchanged   bu t   paymen t s  for  
f o o d s t u f f s   d e c l i n e d   s h a r p l y .  In  a d d i t i o n   t o   t h e  more a b u n d a n t  r i c e  
h a r v e s t s   o f   1 9 8 0   a n d   1 9 8 1 ,   t h i s   d e c l i n e   r e f l e c t e d  a r e t u r n   t o   n o r m a l  
levels f o l l o w i n g   t h e   d e c i s i o n   i n   1 9 8 0   t o   i n c r e a s e   i m p o r t s  of c e r t a i n  
f o o d s t u f f s  to  batter a g a i n s t   l o c a l l y   p r o d u c e d   p a d d y .   I m p o r t s   f r o m   t h e  
n o n c o n v e r t i b l e  area u n d e r   c l e a r i n g   a r r a n g e m e n t s   g r e w  sharp ly ,  f rom 
US$5 m i l l i o n   i n   1 9 8 0   t o  US$14 m i l l i o n .  By c o n t r a s t ,   i m p o r t s   f i n a n c e d  
u n d e r   a i d   p r o g r a m s ,   a t  U S $ 4 0  m i l l i o n ,  were s l i g h t l y  lower t h a n   i n  1980, 
imply ing  some f u r t h e r   r e d u c t i o n  in real  terms. T h i s   d e c l i l l e   r e s u l t e d  
f rom  the   absence   o f   any  new l o a n   c o m m i t m e n t s   f r o m   t h e   c o n v e r t i b l e  a r ea  
a n d   t h e   f u l l   u t i l i z a t i o n  of existing loan a g r e e m e n t s .   D i s b u r s e m e n t s  
f o r   p r o j e c t s  from m u l t i l a t e r a l  agencies were also s h a r p l y   r e d u c e d ,  re- 
f l e c t i n g   d o m e s t i c   o b s t a c l e s  to  t h e   i m p l e m e n t a t i o n  of c e r t a i n   p r o j e c t s  
and t h e   c l o s u r e  of  t h e   b o r d e r   b e t w e e n  Laos and   Tha i l and .  

I n  t h e   f i r s t   h a l f  of 1982,  t o t a l   o f f i c i a l   i m p o r t s  rose s h a r p l y   t o  
a t t a i n   a p p r o x i m a t e l y  US$70 million. Nonaid i m p o r t s   f r o m   t h e   c o n v e r t i b l e  
a r e a   a m o u n t e d   t o  US$21 m i l l i o n ,   a n d   i m p o r t s   f r o m   t h e   n o n c o n v e r t i b l e  area 
u n d e r   c l e a r i n g   a r r a n g e m e n t s  t o  over US$lt3 million. Aid- f inanced  imports 
rose t o  an e s t i m a t e d  USS30 m i l l i o n ,   d u e   t o   a n   i n t e n s i f i c a t i o n  of t h e  
i m p l e m e n t a t i o n   o f   t h r e e   m a i n   p r o j e c t s .  a p r o j e c t   t o   c o n s t r u c t  a u n i v e r s i t y  
c e n t e r ;   t h e   c o n t i n u a t i o n   o f   w o r k  on Route No. 9 ,  and a c o o p e r a t i v e  pro- 
j e c t   w i t h   H u n g a r y  i n  t h e   a g r i c u l t u r a l   s e c t o r .  For t h e   y e a r  a s  a whole ,  
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Table 17. Laor: Compolrition of O f f i c i a l  Importm,  1979-82 

(In milllonr of U.S.  do l l a rm)  

1979 1980 1981  1982  1982 - 
Jan .-June Proj . 

Non-aid importe from t h e  
c o n v e r t i b l e  area 21.3 35.9 - 20.3 - 

1.3  

8.8 

42 .O 

10.7 

- 36.2 

2 00 

12.9 

- 
0.4 

7.5 

7.8 

5 -6  

1.6 Rice and o t h e r   f o o d s t u f f s  

12 .o Pe t ro l eum  p roduc t s  1 2  e 9  

Machinery and raw m a t e r i a l e  1.8 11.1 ) 
1 

7.3 ) 

1 
) 22.3 21 03 

Other   importe  8.4 

Importe  from t h e  non- 
c o n v e r t i b l e  area 1 /  

Of which: c r e d i t  fTnanced m 13.8 
( r n  

18.3 35 e 0  4.1 
(4.1) (m 4 . 7  

45.6 - 40.2 30 -0 - 50 .O - Imports under a i d  p r o g r e a s  - 2 /  45.9 - 
8 .0  

37.6 
C o n v e r t i b l e  area 
Noncomter t ib le  are8 

... ... ... ... ... ... ... ... 
70.3 - 92 e3 - 90 -2  - 69 -6  - 120.9 T o t a l  o f f i c i a l  imports 

Source: Data provided by t h e  Lao a u t h o r i t i e s .  

1/ I n c l u d e s  imports f inanced  by c r e d i t   u n d e r   c l e a r i n g   a g r e e m e n t s  w i t h  CMEA 

- 21 P a r t i a l l y   e s t i m a t e d   d a t a .  
c o i i t r i e s .  



I t  i s  a n t i c i p a t e d   t h a t   t n t a l   o f f i r i n l   i m p o r t n  will rcach L75sl21 mil l iorr .  
"'here are  l i k e l y   t o  be f u r t h e r   i n c r r a s e s   i n   i m p a r t s  from the c o n v e r t f h l e  
a rea  and eubatsn t ia l   impor ts  from the nonconv( , t i b l e  a ~ e n ;  the  l n t t e l  are 
projec ted   to   a t ta in   a round U S S 3 5  m i l l i o n  and are est1mt:trw to   tncl t ldr  
USS5 m l l l i o n  for  petrolerm  products. In ~ d d i t i o n ,  i t  i n  e x p r c t e d  t l , ~ ~  
aid-financed import8 wi l l  exceed  Lhetr 2981 l rve l  . 

c .   Se rv ices  

Net service  payn'nta i n  1981 amountcad t o  ohout USS21 m i l l i o n ,   ~ l i g h t l y  
down from t he  lISS24 mi'lion  recorded  in 19RO.  llndetlying t h i s  marginal 
improvement Waf3 a sharp r i s e  i n  s e r v i c e   r e c e i p t e  from USS7.5 mil l ion  to  
USS14.5 mi l l i on .  The major sourceR of foreiRn  exchanRe  earnings  in  the 
serv ice  eec to r  trave been s a l e s  of fo re ign   cu r rency   t o  t h e  RCEL by embassies 
and t o u r i s t s ,   i n t e r e s t   e a r n i n g s  on o f f i c i a l   f o r e i g n   e x c h a n g e   r e s e w t  9 ,  

communications and t r a n s p o r t a t i o n   e a r n i n g s ,  and o v e r f l i g h t  f ees .  T l w  
r i s e   i n   r e c e i p t s   i n  1981 resulted m a i n l y  from an improvement in   the 
c o l l e c t i o n  from s t a t e   e n t e r p r i s e s  and m i n i s t r i e s ,  and lrom an  increase 
in   expendi ture  by diplomatic   missions a n d  fT re ign   v i s i t o r s .   Over f l igh t  
f e e s   a t  some U S S 3 . 5  m i l l i o n   w e r e   l i t t l e  changpd from :he previous  year.  
On the   expendi ture  s i d c ,  t he  mr,jor item t s  payments f o r   f o r e i g n   t e c h n i c a l  
l s s i s t ance ,   e s t ima ted  g t  about US$28 m i l l i o n  i n  1981. Other  important 
i t ems   a r e   i n t e re s t  payments  on ex terna l   debt  and government  expenditure 
a b k x a ,   t h e   l a t t e r  h a s  been r i s i n g   s t e a d i l y .  Over t h e  f i r s t  six months 
of  1982 t h e  r t s inq   t r end  i n  s e r v i c e   r e c e i p t s  h a s  cont inued,  h u t  t he  net 
pos i t i on   fo r   t he   yea r   a s  a whole i s  not  anLicipated  to show much change 
from 19Rl. 

3 .  The caDital   account  

The p e r s i s t e n c e  of l arge  current   account   imbalances  has   necessi ta ted 
continired reliance on e x t e r n a l   a s s i s t a n c e . l /  Sir,ct! 1976,  loans from 
the  nonconvertible area have  been  the  most-important  source of e x t e r n a l  
a s s i s t a n c e .   T y p i c a l l y ,   t h e s e   l o a n s   c a r r y  very long   matur i t ies   wi th  
generous  grace  periods and  low r a t e s  of  i n t e r e s t .   l n   a d d i t i o n   t o  cornmo- 
d i t y  and p ro jec t   l oans ,  t h e  nonconvert ible   area  has  a l s o  providrd  tech- 
n i c a l   a s s i s t a n c e  and  f inancing  for   t rade  imbalances  under   the  c lear ing 
agreements. Wcth the  prospect of  the  imbalance  under  these  agreements 
d d e n i n g  in 1982  and  heyond, t h i s  form of f inancing i s  l i k e l y   t o  assume 
growing  importance,  while cornmmodity a s s i s t a n c e  is r a p i d l y  being phased 
ou t .  

I n  r e c e n t   y e a r s ,   b i l a t e r a l   l o a n s  from the   conver t ib le   a rea   have   been  
only  modest.  There were no  new commitments from t h e s e   b i l a t e r a l   c r e d t t o r s  
i n   b o t h  1980  and 1961 ,  and  most l oans ,  which vere corltracted p r i o r  t o  
1976,  have now been f u l l y   u t i l i z e d ;   d i s b u r s c m e n t s   i n  1980 amounted t o  
only USS0.6 million, and t h e r e  were no disbursements   in   1981 and t982. 
Grants from the   conver t ib le   a rea   have ,   however ,   been   subs tan t ia l ,  
amounting t o  US$23 m i l l i o n  i n  1981, and a r e  expected  to  be of t h e  same 

11 Due t o  da ta  l i m i t a t i o n s  i t  is not   poss ib le   to   p rovide  a c l e a r  
d iz t inc t ion   be tween  loans   and   gran ts   in   the   ba lance  of payments. 
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o r d e r  i n  1982. The   ma in   donor s   have   been   Sweden ,   t he   Ne the r l ands ,   and  
Japan,  a s  w e l l  as t h e  UNDP. New loan   commi tmen t s  by m u l t i l a t e r a l   a g e n c i e s  
and OPEC h a v e   a l s o   b e e n   s i g n i f i c a n t ,   a m o u n t i n g  t o  US$19 m i l l i o n   i n   1 9 8 0  
and US$23 m i l l i o n   i n   1 9 8 1 .   D i s b u r s e m e n t s   a m o u n t e d  t o  USS6.4 m i l l i o n   I n  
1981,   a l ld  a similar amount i s  e x p e c t e d  t o  be d i s b u r s e d  i n  1982. Laos 
also b e n e f i t e d   f r o m   d i s b u r s e m e n t s   u n d e r   t h e   T r u s t   F u n d .  

4. I n t e r n a t i o n a l  reserves 

Gross i n t e r n a t i o n a l   r e s e r v e s   d e c l i n e d  from US$26 m i l l i o n  a t  t h e   e n d  
of  1979 t o  USS14 m i l l i o n  a t  t h e   e n d   o f  1980, e q u i v a l e n t   t o   a b o u t   t h r e e -  
and-a-half   months of nona id  imports and less t h a n  two months  of  t o t a l  
official i m p o r t s   ( T a b l e  18). The gross  reserve p o s i t i o n   c h a n g e d  l i t t l e  
i n   1 9 8 1  , and  lrounted t o  USS13.5 m i l l i o n   b y   y e a r - e n d .   T h e r e  was a f u r -  
t h e r  small  d e c l i n e   i n  the  first s i x   m o n t h s  o f  1982 t o  USS12.5 m i l l i o n ,  
e q u l v a l e n t   t o  less t h a n  two months  of nona td  i m p o r t s  and   about   one   month  
of t o t a l   o f f i c i a l   i m p o r t s .   T h e  l i a b i l i t i e s  in c o n v e r t i b l e   c u r r e n c i e s  
of t h e   b a n k i n g  system c o n a i s t   o n l y  of l i a b i l i t i e s  t o  the  Fund.   They 
d e c l i n e d   i n  1980 d u e  to  n e t   r e p u r c h a s e s .   H o w e v e r ,   n e t   p u r c h a s e s   f r o m  
t h e  Fund in 1 9 8 1   i n c r e a s e d   e x t e r n a l   l i a b i l i t i e s  t o  t h e   e q u i v a l e n t  of 
US$15 m i l l i o n  a t  y e a r - e n d ,   t h e y   h a v e   r e m a i n e d   a p p r o x i m a t e l y   c o n s t a n t  
s i n c e   t h a t   d a t e .  

5. External  d e b t  

A t  t h e  end of 1 9 8 1 ,   e x t e r n a l   p u b l i c   a n d   p u b l i c l y   g u n r a n t e e d   d e b t  
amounted t o   a n   e s t i m a t e d  USS312 m i l l i o n ,   i n l l u d i n g  two T r u s t  Fund Loans 
t o t a l i n g  1JSS15.8 m i l l i o n   ( T a b l e  1 9 ) .  O f  t h i s   a m o u n t ,  US$192 m i l l i o n  
r e p r e s e n t e d   i n d e b t e d n e s s  t o  t h e   n o n c o n v e r t i b l e   a r e a .  I n  g c n e r a l ,   l o a n s  
f r o m  t h i s   a r e a   b e a r  either z e r o  O K  v e r y  low r a t e s  of  i n t e r e s t ,  h a v e   l o n g  
m a t u r i t y   p e r i o d s  of up t o  40 y e a r s ,   a n d   g r a c e   p e r i o d s  of  up t o  10 y e a r s .  
I n d e b t e d n e s s   t o   t h e   c o n v e r t i b l e   a r e a ,   i n c l u d i n g   t h e   T r u s t  Fund l oans ,  
amounted t o  some US$120 m i l l i o n ,  o f  wh ich   US$71   mi l l i on  was prov ided  by 
b i l a t e r a l   s o u r c e s  dnd ~lr r  b u l k  o f  t h e   r e m a i n d e r  from m u l t i l a t e r a l   i n s t i -  
t u t i o q q ,   p a r t i c u l q r l y   t h e   A s i a n   D e v t t l o p m e n t  Bank  and I D A .  T h e r e  were 
no new b i l  l t e r a l  l o a n   c o m m i t m e n t s   f r o m   t h e   c o n v e r t i b l e  area i n   1 9 8 1   a n d  
no further d i s b u r s e m e n t s ,  a s  ou t s t and ing   commiLment s   had   been   fu l ly  
l l t i l i z e d .  There were t h r e e  new commitments  from m u l t i l a t e r a l   t n s t i t u -  
t t o n s ,  US$15  m i l l i o n  from t h e  I D A ,  USs4.7 m i l l i o n  from t h e  A s 3 3  a r d  
1ISe4 m i l l i o n  from t h e  OPEC f u n d .   D i s b u r s e m e n t s   f r o m   m u l t i l a t e r a l   s o u r c e s  
amounted t o  USSh 4 m i l l i o n  in 1981 and  have  amollntcd t o  l E S 3  m i l l i o n  
so f a r  I n  1982 .  

T h e  mutt11 i t y  s t r u c t u r e  and r e l a t i v e l y  low i n t e r e s t  r a t e s  on Loans 
r o n t r H L t e d  t n  recraT1t yedre . ,  e s p e c i a l l y  s i l c e  1 9 7 6 ,  have  resu l ted  I n  
r r ~ l a t l v e l y  low d e b t  s e r v i c e   p a y m e n t s  even i n   r e l a t i o n   t o   t h e  poor  per- 
formarlre o f  e x p o r t s .  Debt s e L v i c e  payments  i n  1981 amounted t o  o n l y  
d S r 4  . 4  ml 1 Lion, e q u i v a l e n t  to  dbout  1 3  p e r   c e n t  ( J F  e x p o r t s  of goods and 
q p r v i c e s ,  and  a r e   e x p e r r e d  t o  f a l l  s l i g h t l y   t o  nbout USS3.5 m i 1 l i . l  1 1  I n  
1 9 8 2 ,  t ?qu tvn len t  to 5 p e r  c e n t  o f  e x p o r t   e a r n i n g s  :Table 2 0 ) .  T h l  
clecldne i n  dollar terms i n  p r i n c i p a l l y   d u e  to t h e  r e c e n t   s t r e n g t h  O F  t h a  
11.5. d o l l a r  a e  m8ny o f  t h e  l o a n s   re denominated  i l l  o t h e r  c u r r e n c - l c s .  
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Table 18. h o e :  International  Reserves,  1979-82 

(In millions of. U.S. dollars; end of period) 

1979 1980 1981 1982 
December March June Sept. k c .  March June 

- 

Go Id 

Foreign exchange 

SDRs 

IMP reeerve 
position 

Grass reaervee 

External  liquid 
liabilities 1/ - 

Net official 
reeervee 

0.70 0.82 0.88 0.88 0.88 0.88 0.88 0.88 

24.31 13.21 9.81 10.57 10.16  12.09  13.63 11.21 

1-05 0.01 " 0.92 0.32 0.56 0.35 0.35 

" -_ " " " " " " 

26.06 14.04  10.69  12.37  11.36  13.53  14.86  12.44 

11.85  10.97  9.58  11.39  14.77  15.02  14.36 14 .OQ 

14.21 3.07 1.11 0.98 -3 .4 -1.49 0.50 -1.65 

Sourcee:  Data provided by h a  authotitiee; and IKF, International Financial 
Statistlcs. - 

1/ The banking ryetem has no external  liabilities in convertible currencies 
otxer  than the uae of IMP credit. 
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Table 19. h o r :  External Public  Debt,  1981-82 

(In mil l ion6  of U.S.  dollare) 

Outstanding a t  1981  1982 
Dee. 31, 1981 New January  June 

com- M e -  Maburae- commit- Disburee- Commit- 
mitted  bureed  mente ment I menta mente 

Suppl iers  ' credl ts 

Mul t i l a t e ra l   l oans  
AeDB 
EEC 
IFAD 
IDA 
OPEC 

B i l a t e r a l  loam 
Conver t ib le   a rea  
France 
Germany 
Indonesia 
Japan 

Nonconvert i b l e  
a rea  

Ttuet Fund 

To tal 

104 03 31 - 3  - - 
35.8 12.1 

2 - 7  0 -6 
6.1 0.2 

47 -0  11.5 
12.7  6.9 

70 .5  70.5 
10.1 10.1 
- - 
35.8 35.8 
1 .0 1.0 
23.6 23.6 

... 191 - 8  

15.8 15.8 

193.6 1/ 312.4 

- 7 

- - 
- 23.3 1/ - 

Y 

33.8 
~ ~ 

Source: h t a  provided by the  Lao a u t h o r i t i e s .  

- 1/ Excluding  nonconv'xrt i b l e  area 
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Table 20. TAOR: External M b t  Servire,  1979-82 

( I n  m l l l i o m  of U.S. dollare) 

1979 1980 1981 1982 

Debt servfce 
Pr inc ipa l  
I n t e r e s t  

S*lppliers' c r e d i t s  
Principal 
I n  teres  t 

Mult i l a  t era l  loans 
P r i n c i p a l  
Interest  1/ 

Bilateral loans 

- 

Convertible area  
Pr inc ipa l  
I n t e r e s t  

Yr i n c i p a l  
Interest  

Memorandum i t e m '  

Nonconvert ible area  

Debt service  payments a s  per  
c e n t  of exnorts of goods 
and services  

3 98 
(1.90) 
- 

(2 .08 )  

(0 .26)  
(0.09) 

(0.21) 

0 .35  

1.10 

(0.89) 

(1.43) 
2 -  53 

(1 . lo) 

(-) 
( . * = I  

. .. 

14.9 

3 -07 

(1.81) 
(1.26) 

" 

(=) 
("1 

( 0 . 2 5 )  
1.03 

( 0 . 7 8 )  

2 0 0 4  

(1  -03) 
(1 001) 

(-> 
( . = - I  

. .. 

14.6 

4 . 4 0  - 
( 2 . 4 5 )  
(1 - 9 5 )  

(0.19) 
0 .63  

( 0 . 4 4 )  

1 . 2 4  
( 0 . 2 5 )  
- 
(0.99) 

2 .47  

( 0  5 2 )  
(-1 

( 0 . 6 6 )  
( * - - I  

0.06 

12.9 

3 . 4 5  
( 1 . 4 0 )  
( 2  - 0 5 )  

- 

" 

(=I 
("1 

1.60 
(0.41) 
- 
(1.19) 

1.85 
(0.Pg) 

(=I 
(--) 

(0.86) 
" 

5 . 4  

Lource' Data p r o v i d e d  by the  Lao a u t h o r i t i e s .  

1/ Includi IR Fund charges. - 
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6 .  The  exchange  and  payment  ByBt~m - 
The c u r r e n c y   o f   t h e  Lao Peol I C  I s  Democrat-  Repllhlic is t h e  k i p  (K). 

I n   e a r l y   J a n u a r y  1980, t h e   o f f i c i a l   e x c h a n g e  r a t e  was devalued from K 4 
t o  K 10 per U . S .  d o l l a r .  Over t h e   c o u r s e  of Lhe p a s t   s e v e r a l   y e a r s ,  
a p a r a l l e l   m a r k e t   i n   f o r e   I g n   e x c h a n g v   h a e   d e v e l o p e d .   T h i s   h a e   r e s u l t e d  
from t h e   g e n e r a l   r e s t r i c   i v e n e e s  of the  exchanre  and  payments  system and 
t h e   l o w   l e v e l   o f   o f f i c i a  reserves. %is  markc : has   been   Ruppl ied  by t h e  
growing  numbere  of   expatr   a tes  in Laos r e c e i v i  g e a l a r i e s  i n  f o r e i g n   c u r -  
r e n c i e s ,   u n o f f i c i a l   b o r d e   t r a d e   w l t h   T h a i l a n d ,  and loca l   paymen t s  made 
i n   f o r e i g n   c u r r e n c y   b y   f o r e i g n   b u y e r s   o f   o f f i c i a l   e x p o r t s .  The  exchange 
r a t e  in the p a r a l l e l  market has d e p r e c f a t e d   s t e a d i l y ,   a n d  by mid-1981 
s t o o d  a t  about  K 40 per U . S .  d o l l a r ,   c o m p a r e d   w i t h   a n   a v e r a g e   o f   a b o u t  
K 22 p e r  U.S. d o l l a r  i n  1 9 8 0 .   I n   o r d e r   t o  a t t r ac t  fo re ign   exchange  
f r o m   t h e   p a r a l l e l   m a r k e t   i n t o   o f f i c i a l   c h a n n e l s ,  a p e r i o d i c a l l y   d e t e r m i n e d  
exchange premium g i v i n g   r i s e  t o  a p r e f e r e n t i a l  ra te  was i n t roduced  i n  
December 1979 t o r  t r a n s a c t i o n s   w i t h   t o u r i s t s   a n d   e m b a s s i e e  and for inward 
r e m i t t a n c e s .   T h i s   p r e f e r e n t i a l  rate w a s  K 30 p e r  U.S. d o l l a r  on June 1, 
1981.  

Throughou t   t he   s econd   ha l f   o f   1981   and   i n   ea r ly   1982 ,   t he   exchange  
ra te  on t h e   p a r a l l e l   m a r k e t   c o n t i n u e d  t o  weaken. I n  r e s p o n s e  t o  t h i s  
w i d e n i n g   d i f f e r e n t i a l ,   t h e   p r e f e r e n t i a l   e x c h a n g e  r a t e  was deprec ia t ed   f rom 
K 30 t o  K 3 5  p e r  U . S .  d o l l a r  in e a r l y   1 9 8 2 ,   a n d   t h i s  new rate  was made 
a p p l i c a b l e  t o  a l l  o f f i c i a l   t r a n s a c t i o n s ,   i n c l u d i n g   o f f i c i a l   i m p o r t s  and 
e x p o r t s   t h a t   h a d   p r e v i o u s l y   b e e n   t r a n s a c t e d  a t  t h e   o f f i c i a l  ra te  of 
K 10 p e r  U.S .  d o l l a r .  The o f f i c i a l  r a t e  i s  now used o n l y  for customs 
v a l u a t i o n   p u r p o s e s .  

S i n c e   t h e   b e g i n n t n g   o f   1 9 8 2 ,   t h e   e x c h a n g e  r a t e  i n   t h e   p a r a l l e l  mar- 
k e t   h a s   d e c l i n e d   s h a r p l y  and  reached K 105  per  U . S .  d o l l a r  by  August. 
F a c t o r s   t h a t   h a v e   c o n t r i b u t e d   t o   t h i s   d e v e l o p m e n t   i n c l u d e  a d e c l i n e  
in p r j v a t e   r e c e i p t s  for s e r v i c e s   t o   T h a i   t i m b e r   t r a d e r s ,   f o l l o w i n g   t h e  
slowdmm of o f f i c i a l  timber e x p o r t s ,   a n d  a r e c e n t   d e c i s i o n  by o f f i c i a l  
s h o p s   t o   a c c e p t  only f Q r e i g n   c u r r e n c y   i n  payment for   impor ted   consumer  
goods . 

I n  g e n e r a l ,  Laos' trade and payments  s y s t e m  r e m a i n s   h i g h l y   r e s t r i c -  
t i v e . l /   R e s t r i c t i o n s  are in e f f e c t  on c u r r e n t   t r a n s f e r s   a n d   p a y m e n t s  
f o r   s z r v i z e s .  Laos has b i l a t e r a l  paymen t s   a r r angemen t s   w i th   t he  USSR, 
B u l g a r i a ,   C z e c h o s l o v a k i a ,   t h e  German Democrat ic   Republ ic ,   and  with  two 
Fund members, Viet Nam and Hungary. Imports bv t h e   p r i v a t e   s e c t o r  may 
b e   u n d e r t a k e n   p r o v i d e d   t h a t   i m p o r t e r s   p o s s e s s   f o r e i g n   e x c h a n g e   o f   t h e i r  
own. Payments may be  made th rough  Lao banks who will a r r a n g e   t h e   n e c e s s a r y  
leLters o f   c r e d i t .  However, o n l y  a l i m i t e d  number of p r i v a t e   e e c t o r  i m -  
porters are  p e r m i t t e d   t o   h o l d   f o r e i g n   e x c h a n g e   a c c o u n t s   w i t h   t h e   b a n k i n g  
s y s t e m .  

1/ A d e t a i l e d   d e s c r i p t i o n  of t h e   s y s t e m  i s  c o n t a i n e d   i n   t h e  IMF's 
AnKual Report on E x c h a n n e   A r r a n e e m e n t s   a n d   E x c h a n e e   R e s t r i c t i o n s   f o r   1 9 8 2 .  
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