
 

 

APPENDIX 3. NATURAL RESOURCES SECTOR – LAO PDR 

1 The National context 

1. Lao PDR covers an area of 236,820 km2 and the total population is projected at 
6.13 million people in 2009, according to the NSO, and population grew by 910,000 
between 2000 and 2010 and almost that half of the population is under 21 years of 
age, while the annual population growth rate is 1.6% (NSO). The GDP grew by 8.5% 
from 2006 to 2009.  In 2009 total GDP was recorded as US$ 5.58 billion giving a per 
capita GDP of about US$911.  The agriculture sector has shown lower growth at 
around 7% while the output from the forestry sector declined by 6.5% between 2006 
and 2009.  

3. The Agriculture and Natural Resources sector is currently the largest sector in 
the national economy, accounting for about 30.5% of national GDP and providing the 
main source of income for about 80% of the population. The proportion of total 
national GDP contributed by the ANR sector has been declining steadily, especially 
in recent years when mineral extraction and hydro-power generation have been 
growing rapidly. These latter two sectors now account for almost two-thirds (63%) of 
exports while ANR share of exports, especially timber has also been declining 
steadily and now accounts for less than 20%, of which agricultural products account 
for only 5%.  At the same time, imports of agricultural products have been increasing 
steadily and have now reached almost 15% of the total, so that there is a net trade 
deficit in agricultural products.   

Table 1. Comparison of the Agriculture, Forestry and Fisheries sector 
output with national GDP and between BCI countries. 

Item Cambodia Lao PDR Vietnam Regional 

AFF % National GDP 32.2% 30.5% 21.0% 22.20% 

Forestry % AFF 7.0% 10.6% 4.4% 5.04% 

% labour force in AFF 72.0% 63.0% 48.2% 55.75% 

4. While the national economy has grown at an average rate of around 6.6 % 
since 20001, the ANR GDP has grown by less than half that rate at around 3.1%.  
During the same period, the population of working age (>15-65 yrs) grew by about 
3%.  While a small proportion of the increased labour will have left agriculture to work 
in other sectors, there has been little improvement in productivity of either land or 
labour over the past five years and so it is important to focus on ways to increase 
productivity of both these factors of production.  

5. The National Growth and Poverty Eradication Strategy (NGPES) was endorsed 
by the National Assembly in 2003 at the culmination of a preparation process that 
took several years. The Agriculture and Forestry component of the strategy 
distinguished three dominant farming systems, consisting of dry-land rice cultivation 
employing shifting cultivation, paddy rice cultivation along the Mekong plains and 
horticultural crops in the upland plateau in the south.  The strategy then laid out a 
market based approach to modernize and strengthen the sector in the lowlands, 
while emphasizing the provision of more support for the sector in the uplands, where 
poverty and lack of capacity are major limiting factors.  
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6. Since the adoption of NGPES there has been a massive influx of foreign 
investment in the sector, especially into the lowlands along the Mekong plains.  While 
this is in line with the strategy the scale and speed of the influx and the impact that it 
is having, has been far greater than anticipated even five years ago.  It is too early 
yet to measure any impact of these investments on the growth and performance of 
the sector.  Detailed data does not exist that would allow the contribution to sector 
GDP from the smallholders and the foreign investment to be distinguished, but it 
seems likely that any increase due to the FDI has been offset by reductions in output 
from the traditional sector. 

7. There are also some social and environmental costs from the FDI that are 
becoming increasingly apparent, reflected in increasing concern within government 
that concessions are being granted without proper consideration of the long-term 
implications. In the five southern provinces it will have a negative impact on the 
sector in the near future if nothing is done about it.    The productive agricultural land 
suitable for rice production in the lowlands along the Mekong is limited in extent and 
most of the concessions awarded over the past few years are to companies to 
establish large estates for crops like rubber, sugar, cassava and eucalyptus.  While 
some companies support smallholder “outgrowers” most take land formerly used for 
food production and some clear and convert forest contrary to the law and 
government policy.   While they may provide wage employment for some displaced 
farmers, there is no sign that the productivity of the remaining land is increasing to 
offset the output lost from the land converted to other crops.  Demand for staple food 
is growing due to population growth and increased incomes and there is a serious 
risk that Lao PDR will have to import rice in the future.  

8. While some farmers, who have given up some of their land are glad of the 
opportunities for wage employment to supplement income, not all the people 
displaced by loss of land to wish to become wage labour in commercial plantations. 
There are reports of a number of responses by local communities: some migrate to 
Thailand or urban areas, while others are encroaching on forest land to establish new 
farmland.  

Table 2. Comparison of economic indicators for the three southern 
provinces 

Item Attapeu Champassak Sekong Total

Province GDP (US$’000) 15,597 315,683 11,824 343,104

Province ANR GDP (US$’000) 10,138 198,110 7,686 215,934

Land area (‘000ha) 1,032,000 1,541,500 766,500 3,340,000

Land area % National 4.36% 6.51% 3.24% 14.10%

Population 112,120 607,370 84,995 804,485

Population % National 1.99% 10.80% 1.51% 14.31%

Province GDP % National 0.40% 8.02% 0.30% 8.72%

Province ANR GDP % National 0.61% 11.93% 0.46% 13.01%

Province Agri. GDP /ha (US$) 109.4 247.5 78.5 64.7

Province Agri. GDP /cap (US$) 152.5 564.7 157.1 268.4
 

9. The three Provinces within which the BCI is situated collectively account for 
about 14% of the national land area and about 17% of the total population.  Table 1 
below shows the Provincial economic indicators.  Agricultural workers in Attapeu and 



 

 

Sekong are only producing about 25% of the average national agricultural output.  
This not only means much less income for the farmers, but also less tax revenue for 
the government as well as a greater risk of local food shortages.  The fact that both 
Attapeu and Sekong have very poor access to markets and a small local market is 
probably a major contributory factor.  However, most of the FDI has been very 
recent, and much is in long-term crops, such as rubber and eucalyptus, so that it is 
unlikely that the recent wave of investment in the sector has yet had a significant 
impact on the sector output. 

2 The forestry and natural resources sector 

10. Lao PDR was densely forested until relatively recently, but a combination of 
war, population and economic growth and poor governance have resulted in almost 
half the forest area disappearing through clearance and most of the remaining forest 
becoming seriously degraded. Shifting cultivation has been the predominant farming 
system in the uplands, where most of the ethnic minorities/groups live, and this has 
resulted in large areas of primary forest being converted to secondary forest and 
grassland.     

11. Biodiversity: The natural forests in the Indochina region were extremely rich in 
biodiversity and in the past have been vital sources of a wide range of NTFPs that 
have enabled rural communities to survive during the wars when many communities 
were displaced. Apart from their survival value, the forests also have many 
particularly valuable tree species that have important commercial and spiritual values 
to most rural communities.   

12. Southern Lao PDR contains several areas of globally important biodiversity 
within the Mekong River, Annamites, and Dry Forests Ecoregions. The area has 
been selected by the Lao government, donors, and WWF as one of the priority 
landscapes within the Greater Mekong Subregion to safeguard globally significant 
biodiversity. With more than 30,000km2 of natural forests across this landscape 
distributed between protected areas, and production, protection and watershed 
forests, as well as several priority freshwater systems. The Tri-Border Forest 
landscape in the south is a mosaic of semi-evergreen and deciduous forest habitats 
with a large number of seasonally flooded wetlands and streams.  The landscape is 
globally outstanding for species richness, in particular for large mammals including 
Asian Elephant, Tiger, Malayan sun bear, Clouded leopard, Gaur and Banteng.  It 
has been identified as among the global 200 priority eco-regions for biodiversity 
conservation by WWF and Xe Pian Protected area in particular has been listed as 
among the top three protected areas in Lao PDR and among the top 10 in Southeast 
Asia/Indochina for biodiversity importance.  In the eastern part of the corridor the 
vegetation and biodiversity form a continuum with the Central Annamite landscape in 
Vietnam. 

13. The Central Annamites, along the border between Lao PDR and Vietnam are a 
major centre of mammal endemism, and include Saola, Large-antlered (giant) 
Muntjac, Annamite muntjac, Heude’s pig, Grey-shanked ’Douc langur and Annamite 
striped rabbit.  The region also supports remnant populations of a number of globally 
threatened large mammal species, such as Asian elephant, Gaur,  Tiger and Asiatic 
black bear. The area supports at least 12 restricted-range bird species, including 
three whose global ranges are restricted to the Central Annamites: chestnut-eared 
laughing thrush, golden-winged laughing thrush and black-crowned barwing. 

14. NTFPs: In Lao PDR, a study by Actionaid in Attapeu in 2008 reported that most 
villagers relied on NTFPs for their livelihoods, but that availability of many have been 



 

 

declining.  Honey, and Herbs have retained their level of availability over the past 
three decades, leaves and fruit have declined slightly, birds and wildlife have 
declined more severely, and timber is no longer available.   

15. Forest cover: During the past three decades the forestry sector has 
experienced a series of upheavals, including a period of excessive logging activity 
from the early 1990s onwards, as a result forest cover has been reduced to less than 
<40%, There have been massive changes in land-use over the past two decades 
driven mainly by demand for land from neighbouring countries for growing a wide 
range of cash crops.  The data on historic and current land-use is incomplete and 
inconsistent, since it is compiled and archived by several different institutions at 
national level.  Most provinces also hold data on land-use, which frequently differs 
from that held centrally.  The most important source of historic data is the 
Assessment of Forest Cover and Land-use change 1992-2002, published by the 
Forestry Department in 2005.  The Assessment used the same classification of forest 
as previous surveys in 1982 and 1992 so that the changes over the two periods can 
be compared.   

16. The main conclusion of the study is that the area of forest with a canopy 
closure of more than 20% (referred to as “current forest”) declined from about 11.6 
million ha to 9.8 million ha over the 20 year period, with a more rapid decline during 
the second decade from 1992-2002. In addition to the reductions in the area of forest 
there has been a steady fragmentation of the forest blocks and a decline in the 
average growing stock within the residual forest which have both reduced carbon 
values and had a negative impact on biodiversity through the loss of connectivity that 
promotes species dispersal. 

17. The forest cover changes suggest that during the 1990s the annual loss of 
forest cover was around 1.4% annually giving an average annual loss of forest cover 
of about 134,000 ha.  There is at present no more recent data, but eclectic 
information from various sources, including national and provincial records and 
reports suggests that the rate of decline has continued at a similar rate until the 
present day. 

18. There are few data available on the quality of the forest, and recent inventories 
in all three countries have mainly focussed on the area of forest and not on the 
quality and in particular the stock density. Available data indicates that dense forest 
had been reduced to about 3.5%. The degraded state of much of the residual forest 
is illustrated by the average growing stock of 87 m3/ha compared with over 200 m3/ha 
in the few remaining areas of dense forest.  Lao PDR, like Cambodia and Vietnam 
assigns forests to one of three forest management categories for Production, 
Protection and Conservation.  The Table 33 below gives the areas of each forest 
management category for each country and the region. 

Table 3. Assignment of forest area to primary management function (‘000ha) 

Country Production Protection Conservation Total 

Cambodia, 3,374 1,490 3,130 7,994 

Lao PDR 3,207 517 4,826 8,550 

Vietnam 8,400 5,270 2,160 15,830 

Region 14,981 7,277 10,116 32,374 



 

 

19. Many important steps have been taken towards achieving the target of 
sustainable forest management, such as the establishment of National Protected 
Areas and Production Forest Areas where sustainable management is being 
practiced and timber originating from these areas can be “Certified”.  The recent 
establishment of the new Department of Forest Inspection within MAF is also a step 
towards improving monitoring and governance in the sector. Progress, however, is 
severely hampered by inadequate allocation of funds in relation to the magnitude of 
the tasks and by lack of experienced staff to implement the measures, especially at 
Province and District level.    

20. The Forest and the Wildlife and Aquatic Laws have recently been promulgated 
and subsidiary Decrees on Production Forest Management, Protection Forest as well 
as a National Biodiversity Strategy and Action Plan have also been promulgated.    
By and large these Laws and Decrees provide an adequate regulatory framework for 
the management of the nation’s forest resources, but problems with implementation 
and enforcement of the laws means that the situation on the ground is generally quite 
different from that intended.    

21. Logging and timber production: Lao PDR does not have detailed measures 
of domestic wood consumption, although various estimates have been made. A 
study by Meyfroidt and Lambin (2009)2 estimated that the demand for wood raw 
material in Vietnam drew in a volume of about 5 million m3 in 2000 from outside the 
country, which had increased to almost 10 million m3 by 2005. This has displace 
deforestation that would have occurred in Vietnam, had these volumes been 
harvested from the country’s forests, to other countries, primarily Cambodia and Lao 
PDR.  This goes some way to explaining the marked degradation that has taken 
place in these two country’s forests. 

22. The demand for timber leads to deterioration of the resource and hence to 
habitat destruction and this has severe negative impact on biodiversity.  Lao PDR still 
has rich biodiversity and many species still survive in the forests, but an increasing 
number will be lost if habitats continue to be degraded and fragmented.  The BCI 
project is located in some of the most extensive and important remaining areas of 
relatively rich and undisturbed forest, but pressure from mining, hydro-power and 
agriculture means that the threats are large and increasing, so that strong measures 
are needed to halt the continued decline in the habitats and biodiversity. 

3 Conclusions 

23. Protecting and maintaining the remaining natural forest and restoring and 
expanding habitats is essential to conserve the remaining rich biodiversity in the 
region.  Most of the natural forest that remains is in the uplands and is seriously 
degraded, while much of it has also become fragmented so that habitats for many 
species have been reduced in extent to a point where they may no longer be large 
enough to support viable populations, especially of larger mammals.  With an 
increasing risk of climate change, habitats will be further disturbed and modified, and 
human agriculture may move uphill to maintain temperature regimes if higher 
temperatures at lower elevations begin to impact negatively on crop productivity and 
human living conditions. 
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24. Expansion of agriculture and growing demand for energy and water is driving 
development of infrastructure, especially roads, hydro-power and dams for 
impounding water for irrigation and domestic water supply while continued global 
economic is driving demand for minerals which are abundant in the corridor area. 
The threats to the remaining forests are therefore substantial and increasing and 
strong measures are needed to protect the forests, the habitats and livelihoods of the 
communities that depend on the forests and the land around them. 

25. The consequences of not protecting the forest, especially in the Central 
Annamites, on both the Vietnam and the Lao PDR side, will be increased costs for 
downstream populations in the form of reduced available water supplies, increased 
flash floods and landslides, increased salt water intrusion in the coastal areas of 
Vietnam due to reduced river flow in the dry season, and loss of environmental 
integrity and biodiversity that will reduce the medium-term potential for developing 
recreation and tourism facilities.  
 


