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This Government Finance Statistics (GFS) Annual Report for FY2020 provide an
overview of budget revenue, expenditure and financing under the FY2020 state
budget plan execution. In this report, domestic revenue does not include receipts
from state assets sale and returns on on-lending as they will be recorded in budget
financing account.

Throughout 2020, the global economy has been severely affected from the
outbreak of Covid-19 which began in the end of 2019. The outbreak have been
continued to have serious effects and the virus has been mutated and become the
new wave that many countries including Laos confronted. This coupled with
situations of climate change, floods, pest outbreak and other disasters in Laos led to
the low macroeconomic performance and had serious impacts on state budget
execution.

However, Ministry of Finance (MoF) enhance fiscal measures to make sure the
state budget performed and realised the budget plan endorsed by the National
Assembly. It focused on implementing the Public Finance Development Strategy 2027
and Vision 2030 and revising financial legislations to be in line with current context,
as well as inclusively disseminating and translating the legislations to businesses to
ensure the unified implementation nationwide. On fiscal expenditure, MoF focused
on objectifying the Prime Minister’s Order No. 09/PM dated May 19, 2017 regarding
public expenditure economization, strengthening the post-audit work at the central
and local level to restrict the violation of fiscal discipline and other forms of violence.

FY2020 state budget implementation can be summarized. On the revenue side,
total revenue was reported at KIP21,846 billion (98.2% of the revised plan or 12.7%
of GDP) and decreased by 13.8%, compared to the same period of FY2019. Domestic
revenue (do not include receipts from state assets sale and returns on on-lending of
KIP1,130 billion) was recorded at KIP19,216 billion (96.5% of the revised plan or
11.1% of GDP), and decreased by 14.6% compared to the same period of FY2019.
Grants was recorded at KIP2,565 billion (112.2% of the revised plan or 1.5% of GDP)
and increased by 1.3% compared to the same period of FY2019. Social contribution
was at KIP64,8 billion. On the expenditure side, total expenditure was reported at
KIP30,858 billion (92.7% of the revised plan or 17.9% of the GDP) and risen by 0.8%
compared to the same period of FY2019. Therefore, the fiscal deficit was at KIP9,012
billion (5.2% of GDP) which was set off by domestic and external financing.

I do strongly wish that this GFS Annual Report for FY2020 will be useful for
students, researchers, internal and international organizations and the society to
monitor, evaluate and analyze the execution of FY2020 state budget of the Lao PDR.

Minister of Finance

Bounchom OUBONPASEUTH



Many accredited financial institutions projected that the global economy in
2020 would be declined to -3.5%, which is the lowest since 1980 due to the severe
impacts of Covid-19 pandemic on regional and global economies. While, the domestic
oil price decreased as the global oil price continues to decline from US$65 per barrel
in 2018 to US$56 in 2019 and then US$41,3 per barrel in 2020.

Lao economy in 2020 grew slower than last year. The economic growth has
picked up at 3.3%, while GDP per Capita is around US$2.642. Inflation was risen to
5.07% from 3.32% last year. The factors driving the slower growth included Covid-19
impacts on tourism, decline in mining sector and decreased agricultural output. The
Covid-19 has caused the number of visitors fallen by 98% compared to the same
period of 2019. While the productivity of mining sector contracted, coupled with
severe flooding affecting agricultural outputs.

Chart 1: Real GDP growth rate (%) and nominal GDP (Billion KIP)
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State budget execution for FY2020 is the last year of implementing the Five-
Years State Budget Plan (2016-2020), the Ministry of Finance (MoF) thus remains
focusing on implementing and reviewing the realisation of the Vision 2030 and Public
Finance Development Strategy 2025 as planned. Furthermore, it continued to
implement 8 measures on boosting economic growth (The Order of the Prime Minister
No. 12/PM dated August 23, 2018), and to revise financial legislations to meet with
the current conditions and strengthen the dissemination of the laws to businesess
throughout the country for unified law-abiding nationwide.

On the revenue side, MoF implemented measures on improving procedures
and coordinating mechanism of business operation in Laos as identified in the Order
of the Prime Minister No. 02/PM dated February 1, 2018. It aims at facilitating trade
and businesses in paying their taxes and duties obligations, modernising business
management system, managing revenue collection through banking or digitalization
along with encouraging businesses to legally hold an account to ensure transparency
and auditability.

On the expenditure side, MoF implemented measures on public administrative
expenditure economization by enhancing the post-auditing at the central and local
levels to restrict the violation of the fiscal disciplines. It also continued the efforts of
transforming some potential budget units (with administrative fees) and government
funds to be self-reliant units in some expenditure classification. This effort is to
relieve the fiscal burden of the government.

The state budget plan for FY2020 remained a plan to address fiscal difficulties,
recover the effects of the Covid-19 outbreak and normalize the economy. It aims at
strengthening revenue collection management and consolidating on public
administrative spending to narrow down fiscal deficit. FY2020 state budget was
estimated as follows:

. Revenue (did not include state assets sales and returns on on-lending) was
estimated at KIP 22,252 billion (declined by 12.1% compared to FY2019), of
which:

* Grants: KIP3,638 billion (increased by 37% compared to FY2019), while
social contribution is estimated at KIP50 billion.
* Domestic revenue is estimated at KIP19,915 billion (fell by 11.5%
compared to FY2019).
o Expenditure was estimated at KIP 33,292 billion (increased by 8.7% compared
to FY2019).

° Deficit was estimated at 11,040 billion (approximately 6.2% of GDP).

21. OVERVIEW OF FY2020 STATE BUDGET PLAN EXECUTION

Executing state budget plan and maitaining financial and fiscal stability have
been facing difficulty and challenges since 2015. Revenu collection is laregly
connected with investment promotion policy combined with ineffective modernisation
of businesses management. As a result, the revenue collection grew slower than the
state of economic growth. Although the national policy on public expenditure
economization and fiscal consolidation has been committed, the fiscal deficit
increases. During 2015- 2020, it was 3.2% to 5.2% of GDP, and at an average of 4.8%
of GDP, while it was at 5.2% of GDP in FY2020 (See Chart 3).
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2.21. TAXREVENUE COLLECTION

Taxes revenue for FY2020 was collected at KIP15,765 billion (96.9% of the revised
plan or 9.1% of GDP) and decreased by 11.1% compared to FY2019. Tax revenue larely
came from Value-Added Taxes (VAT) covering 29.9% of the total tax revenue, followed by
22.8% of the excise tax, 11% of profit tax, 9.2% of income tax, 6.8% of import duties,
12.7% of fees and charges, 3.6% of natural resource royalties, 2% of electricity royalty,
1.2% of land tax adn other tax revenues is 0.8% (See Chart 5).

Chart 5: Tax collection during 2015-2020 (Billion KIP)
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* PROFIT TAX

Profit tax is a direct tax levied from profit of the domestic and foreign
companies. Profit tax was the third of the tax revenue after VAT and excise tax. In
FY2020, profit tax was recorded at KIP1,728 billion which was equivalent to135,2%
of the revised plan and 1% of GDP. This is a fall of 21.8% compared to FY2019. (See
Table 1).

Table 1: Profit tax collection in the past period

FY2017 FY2018 FY2019 FY2020
Billion KIP . . . .
Amount Ghange Amount Ghange Amount Ghange Amount Ghange
Profit tax 1.980 13.07 2.073 4.9 2.209 6.6 1.728 21,8
FEIETIEE N 11.7 ; 12.0 - 12.5 - 11,0 -
revenue (%)

Source: Fiscal Policy and Law Department, Ministry of Finance

* INCOME TAX

Income tax is a direct tax collected from the income of individuals and

businesses operating in Lao PDR. Income tax was the fourth of tax revenue after
profit tax. In FY2020, income tax was collected at KIP1,451 billion which was
equivalent t0124.9% of the revised plan and 0.8% of GDP. This is a decline of 11.9%
compared to FY2019 (See Table 2).



Table 2: Income tax collection in the past period

FY2017 FY2018 FY2019 FY2020
Billion KIP . o 7 o
A t ? A t ? A t ? A t ?
moun Change moun Change moun Change moun Change
Income tax 1.603 -1,3 1.619 1 1.646 1,7 1.451 -11,9
Percent of tax 9,5 i 9,51 i 9,3 9.2 i
revenue (%)

Source: Fiscal Policy and Law Department, Ministry of Finance

* VALUE-ADDED TAX (VAT)

VAT is an indirect tax collected from supply and consumption of goods and

services in the Lao PDR in rate of 10%. In FY2020, VAT was the first of tax revenue
that was recoreded at KIP4,720 billion which was equivalent to 94.1% of the revised
budget plan and 2.7% of GDP. This is the fall of 12.8% compared to FY2019. This is
due to the Covid-19 pandemic that softened the VAT, particularly input VAT collected
by customs authority and domestic VAT collected by tax authority, that it could be
only collected at KIP1,638 billion and KIP3,082 billion, respectively (See Table 3,

Chart 6).
Table 3: VAT collection over the past period
FY2017 FY2018 FY2019 FY2020
Billion KIP % % % %
Amount . Amount ez Amount ez Amount e
1. Input VAT 1.899 -2,1 2.065 8.7 2.284 10.6 1.638 -28.3
2. Domestic VAT 3.035 10,4 3.135 3.3 3.129 -0.2 3.082 -1.5
Total VAT (1+2) 4.934 5,24 5.201 5.4 5.413 4.1 4.720 -12.8
Percent of tax 29,17 - 30,54 - 30.1 - 29.9 -
revenue (%)
Source: Fiscal Policy and Law Department, Ministry of Finance
Chart 6: Revenue collection from VAT over the past period
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* EXCISE TAX

Excise tax is an indirect tax imposed on specific goods and services, such as
vehicles, fuel and alcoholic beverage or beer, and the tax rate is different from 3% to 90%
depending on types of goods and services. Excise tax was the second of the tax revenue.
The collection of excise tax has been in upward trend since 2017. However, it could be
only collected at KIP3,602 billion in FY2020 which was equivalent to 84.3% of the revised
plan and 2.1% of GDP. This was the fall of 27.6% compared to FY2019 due to the low

performance of goods import (See Table 4, Chart 7).

Table 4: Excise tax collection in the past period

FY2017 FY2018 FY2019 FY2020
Billion KIP o o o o
Amount e Amount e Amount Ehere Amount Ghange
1. Excise tax on import 2.514 7,8 2.968 18,02 2.988 0,7 1.994 -33.3
2. Domestic excise tax 1.720 -4 1.775 3,20 1.984 11,8 1.607 -19.0
Total Excise Tax (1+2) 4.234 2,7 4.743 12 4.972 4,9 3.601 -27.6
;Z)rcent of tax revenue 2503 i 27.85 i 28.0 i 228 i

Source: Fiscal Policy and Law Department, Ministry of Finance

Chart 7: Revenue collection from excise tax in the past period
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* IMPORT DUTIES
Import duties collection was in downward trend as a result of tarriff lowering
efforts under the ASEAN framework, investment promotion policies framework and
other frameworks. This coupled with a decrease in vehicles and other goods import
which directly posed impacts on import duties collection.

In FY2020, import duties collection was recorded at KIP1,070 billion (100.5%
of the revised plan and 0.6% of GDP), which increased by 9.3% compared to FY2019.

Import duties ratio to tax revenue increased from 5.4% in FY2019 to 6.8% in FY2020
(See Table 5).



Table 5: Import duties collection over the past period

FY2017 FY2018 FY2019 FY2020
Billion KIP
0, [) 0,
Amount é)hange Amount ?hange Amount | % Change | Amount g)hange
Import duty 971 -41,33 1.059 9,18 967 -8,69 1.070 9,3
Percent of tax 574 i 6,22 i 545 i 6,3 i
revenue (%)

Source: Fiscal Policy and Law Department, Ministry of Finance

* EXPORT DUTIES
Export duties climbed from KIP29 billion in FY2017 to KIP38 billion in FY2018,
KIP45 billion in FY2019 and then declined to KIP15 billion in FY 2020 (97% of the

revised plan). This is the fall of 67.1% compared to FY2019 (See Table 6).

Table 6: Export duties colleciton.

FY2017 FY2018 FY2019 FY2020
Billion KIP % % % %
Amount e Amount e Amount e Amount e
Export duty 29 -40,82 38 31,03 45 18,42 15 -67,1
Percent of tax 0,17 i 0,22 0,3 _ 0,1 -
revenue (%)

Source: Fiscal Policy and Law Department, Ministry of Finance

2.2.2 NON-TAX REVENUE

Non-tax revenue covered at around 18% - 22% of domestic revenue. It included
revenues from lease, concession, fines, administrative fees, dividends, interests, overflight
rights, funds and other sources. In FY2020, non-tax revenue was recorded at KIP3,451
billion (94.9% of the revised plan or 2% of GDP) which was dropped by 27.6% compared
to FY2019. This fall was a results of the decline of main sources of non-tax revenue,
including dividends, overflight rights and interests which dropped by 32.8%, 51%, and

42.8% respectively (See Table 7 and Chart 8).

Table 7: Non-tax collection over the past period

Billion KIP FY2017 FY2018 R(201S FY2020
Amount % Amount % Amoun % Amoun %
Change Change t Change t Change
1. Building and land 70 1,4% 45 -36,4% 55 22.2% 45 -18,2%
lease
2 Concession 61 -28,2% 90 47,5% 114 26,7% 80 -29,8%
3 Fines 83 -53,9% 49 -41,6% 35 -30,6% 36 5,9%
4. Administrative fees 881 -9,2% 862 -2,2% 926 14,9% 932 0,6%
5 Dividends 934 49,7% | 1177 | 26,0% 975 -13,3% 656 -32,8%
6. Interests 839 97,9% 881 5,0% 702 -155% | 402 -42,8%
. St s 657 10,4% 826 25,7% 843 2,0% 413 | -51,0%
4 -42,9% 676 16800% 686 1,6% 608 -11,5%

8. State funds




9. Miscellaneous 469,6% 191 7 ,

13
Percent of total revenue 17,8 22 20 18
(%)

mmm Non-tax revenue (Billion KIP) mmm Administrive fees (Billion KIP)
mmm Dividends (Billion KIP) mmw Interests (Billion KIP)
mmm Overflight rights (Billion KIP) mmm Others (Billion KIP)

e=@mm Non-tax revenue-to-GDP (Right)

3.0%4,763

3,661
2.4%
2,987
2,713 2,759

2014 2015 2016 2017 2018 2019 2020

1. Project grants (MoF) 877
2. Non-project grants (MPI) 1.360
I

3. Progamme grants

7 11



2015 2016 2017 2018 2019
mmmm Grants (Billion KIP)  =—O=—Grants-to-GDP

2014 2015 2016 2017 2018 2019

mmmm Recurrent expenditure (Billion KIP) mmmm Capital expediture (Billion KIP)
==@==Total expenditure (Billion KIP) «=0==Total expenditure-to-GDP




to FY2019. Interventions and subsidies performed at KIP1,563 billion (93.9% of the plan)
and decreased by 3.5% compared to FY2019. Operations and maitenance was at
KIP2,606 billion (97.6% of the plan) and fell by 13.1% compared to last year. Interest
payment stood at KIP2,609 billion (72.2% of the plan) and reduced by 9% compared to
last year. (See Table 9, Chart 11).

Chart 11: Recurrent expenditure over the past period
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Table 9: Recurrent expenditure for FY2020 (Billion KIP)
Estimate FY2019
Actual FY2020 | comparedto | Compared to
(Billion KIP) (%) (%)

1. Salary and employee allowances (1)+(2) 10.572 95,25 2,2%
Salary (1) 8.826 96,99 2,3%
Employee allowances (2) 1.746 87,32 1,8%

2. Compensations and policy allowances 1.823 91,14 -4,5%

3. Interventions and subsidies 1.563 93,94 -3,5%

4. New purchases for operation 2.605 97,62 -13,1%

5. Interest payment (domestic and external) 2.609 72,12 -9,0%
External 2.100 69,11 -13,5%
Domestic 509 87,95 15,7%

6. Miscellaneous 250 73,53 -66,3%

Total recurrent expenditure 19.736 90,99 -3,9%

Source: Fiscal Policy and Law Department, Ministry of Finance
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2.3.2. CAPITAL EXPENDITURE

Capital expenditure for FY2020 was recorded at KIP11,123 billion (95.86% of the
revised plan, 36% of toal expenditure or 6.4% of GDP), and rose by 10.4% compared to
FY2019. Local capital expenditure stood at KIP3,389 billion which was equivalent to
97.47% of the reivsed plan and declined by 20.2% compared to FY2019. Expenditure
funded from loans and grants performed at KIP7,733 billion which is equivalent to 95.1%

of the plan and went up by 32.7% compared to FY2019 (See Table 10 &z Chart 12).
Table 10: Capital expenditure for FY2020 (Billion KIP)

Estimate % Change
Actual FY2020 Compared Compared
(Billion KIP) to (%) to FY2019
. . 3.389 97,42 -2,7
1. Local capital expenditure -
. . 7.733 81,94 -30,9
2 External capital expenditure
. 5.167 63,8 -42,0
- Project loans ( MoF)
. 841 122,46 4,5
- Project grants ( MoF)
. 1.724 140,85 -9,9
- Non-project grants (MPI)
. . 11.123 87,8 -21,3
Total capital expenditure
Source: Fiscal Policy and Law Department, Ministry of Finance
Chart 12: Capital expenditure (Billion KIP)
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Capital expenditure to GDP has been gradually declined since 2017. It
decreased from 9.29% of GDP to 7.85% in FY2018 and 6.14% in FY2019 and then to
6.44% of GDP in FY2020. In FY2020, capital expenditure funded from state budget
covered 1.96% of GDP, while expenditure funded from external loans and grants

covered 4.48% of GDP (See Chart 13).
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REVENUE: Total revenue target (including grants, but do not include
sales of state assets and returns on onlending) is estimated at KIP26,138
billion (14.3% of GDP), to increase by 17.5% compared to the revised
FY2020 budget plan, details are as follows:

1. Domestic revenue is estimated at KIP23,718 billion (13% of GDP) and
increased by 19.1% compared to the revised FY2020 budget plan, including:
* Tax revenue : KIP19,985 billion;
* Non-tax revenue : KIP3,733 billion.

2. Grants is estimated at KIP2,420 billion (covered 9.3% of total revenue or
1.3% of GDP), to increase by 5.8% compared to the revised FY2020 budget

plan.

EXPENDITURE: Total expenditure target is estimated at KIP31,583 billion (
17.3% of GDP)), to increase by 5.1% compared to the revised FY2020 budget plan.
* Recurrent expenditure : KIP21,277 billion;
* Capital expenditure : KIP10,306 billion.

FINANCING: Based on the revenue target of KIP26,138 billion and
expenditure estimate of KIP31,583 billion, deficit for FY2021 is estimated at
KIPS5,445 billion or 3% of GDP (the GDP is estimated at around KIP182,603
billion). Budget financing is estimated at KIP2,178 billion of domestic
financing and KIP3,267 bilion of external financing.
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