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Preface

Government Financial Statistics Annual Report 2018 is an analysis and study of the execution
of state budget revenue and expenditure within a year. Budget revenue and expenditure data
compiled in this report follows the Government Finance Statistics (GFS) Manual. Domestic
revenue does not include revenue from sale of state assets and on-lending capital return. This
report consists of three parts: the economic situation of Lao PDR in 2018, the execution of state
budget plan in 2018, and directions and the state budget plan in 2019.

The execution of the state budget plan in 2018 is likely proactive, especially an increase in
revenue collection compared to 2017, supported by legal improvement and modernization of
revenue administration into payments through banking systems, and timely and more liquid
expenditure management. The Government was able to manage and execute the state budget plan
according to the approval of National Assembly, the budget deficit, therefore, was kept below 5.2
petcent of the official target at 4.7 percent of GDP. The authorities also strengthen and do regular
inspection, thus violations of financial disciplines and off-budget payments to some extent have
been minimized compared to past fiscal years.

Through the actual execution, the state budget plan in 2018 can be summarized. The total
revenue stood at 24,758 billion Kip accounted for 99.8 percent of the plan and 16.2 percent of
GDP, increased by 8 percent compared to last year. Of which, tax revenue stood at 17.032 billion
Kip, accounted for 95.5 percent of the plan and 11.2 percent of GDP, increased by 0.7 percent
compared to last year. While non-tax revenue stood at 4,796 billion Kip, accounted for 113.5
percent of the plan and 3.1 percent of GDP, increased by 31 percent compared to last year. Grant
revenue stood at 2,929 billion Kip, accounted for 106.4 percent of the plan, increased by 24.9
percent compared to last year. The execution of state budget expenditure in 2018 stood at 31,866
billion Kip, equal to 97.1 percent of the plan and 20.9 percent of GDP, increased by 3.6 percent
compared to last year.

In 2018, the budget deficit stood at 7,107 billion Kip, equal to 88.8 percent of the plan and
4.7 percent of GDP, decreased by 9 percent compared to last year. This was due to the
government’s controlling and cutting of non-essential spending, such as public administrative
expenditures and suspending and terminating some non-essential and non-economic public
investment projects. The budget deficit has been financed by a net domestic financing of 2,169
billion Kip, equal to 1.4 percent of GDP and net foreign financing of 4,938 billion Kip, equal to
3.2 percent of GDP.

To summarise, the execution of state budget plan in 2018 was the first year in many year-
round that revenue can be collected as planned and showed an increasing trend. However, the
government has taken a serious measure on cost-saving policies that have helped to manage the
expenditure and reduce budget deficit compared to last year.

In order to disseminate the financial information and the performance of the financial sector
with regard to the execution of state budget plan in 2018 to the public, the Ministry of Finance
entrusted Fiscal Policy and the Law Department with a central role of compiling data, studying and
analyzing the execution of state budget plan in each period. From my perspective, this report will
provide useful data and information for monitoring and evaluating the past execution of the state
budget and future preparation of the state budget plan in a more comprehensive and scientific way.
I am confident that this Government Finance Statistics Annual Report 2018 will be useful for
students, researchers, internal and international organizations, in monitoring, evaluating and
analyzing the execution of the state budget in each period.

Deputy Prime Minister
Minister of Finance
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AU 41,9% war Guumnddusenuiunigdzann 49,3%.

(VIS0 4 NAW2sNY18909299UsIUAVEGY (M2)
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1.3.2. Sanawandjy

NEWINLNY WY 210 1Ed=Bdouzluvusnmicand jutuuasufomuniutnozyin &
Inwduasiesidn uiiesdiudidioSngigenyuazwwdwdunldilaownivng). Baunw
Fodisuzddouinnzndniotud 2018, wivdr Guivssua 1,56% njufiutiulnazndn
(z 991U 6,86% nJuRUUUIN.

(duaswa) 5: anrcandjuGuainuzana wd 2018

8.700,00 270,00
8.614,58
8.600,00 268,00
266,00
8.500,00 267,00
264,00
8.400,00
262,00
8.300,00
260,00
8.200,00 258,00
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NN <.:\gb ‘\’.\f’b SN \;\Cb ISR &:\ﬁb H.\.”% C,\ﬁb
¥ E @ W@ Y R F
Soccantyu Au/loal snmcandsu fu/uin
ccqjjé.gu: NV FUU 210
(Jugzun) 6: SanrandjuGuainusing IR VAYSTIUL
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7900 _8007.1 860, 230
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7700 210
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Boomcandju Au/lo sonicandiju fu/uan
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1.3.3. niwdgsducds

wd 2018, %m§9293mzmmnmazﬁmcz‘h.u%w 3,16% njufiudauu, iafiu 45,3%
299 GDP, iy %uc§929323c£mjanmmzﬁﬂ 2ene1afo 3,88%, 2zumuiniugl 1,60%,
exouinny -0,73%, exaouiddnw 0,3%, eraouinzdni 0,36%, evaougdionn -2,09%,
2-00UD0T) €Az (nin 0,17% waz 2z §u3 0,47%. nﬂuﬂsuﬁucésasjmzmmuz@ax
A0 ermerwfolugutuynagd  fucad 2014, wocfjgnlonmu niudsududessy
nzunIunarinlnsyierneiudoluigmorigdmguls 2-3 Deauwa.

& oo A - .
(quacica) 7: 3]'I‘]Jl]SUS‘JJl!292932[]31!1ﬂ"liJU]SIﬁIIQT]JtQUSI’J’I]JJJ‘I
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1.4. qumusiasivanysinan

T8 2018, quiuggiazdnnzfiz2angu 1oy 1.430,39 Jwlnagznzdn, Qe
oudugHiu Ruquluazdu 12,46 Swlnawenedn war quiudnwdy Inwustiuiyss
(080) Twazfiv 2.206,25 lnwwznzdn, Soldiguniugiaciiviigdznn 2300uluasiy
142,87 Zwloaigzozdn cay fmnseiiumaigdzann gady an 1.016 Jwlnigzmzdo v
J 2017 wag)wazdu 873,13 Awlnaisnzdn Tud 2017, §j§1ﬂUﬂnﬁunﬂuﬁﬂc§ﬂ§uﬁﬂtﬁ 3,23
(Bow.

1.4.1. quiudsaasidnnzi

WD 2018, Quiiudsiazdnned 2nqu 1.430,39 Swlnxigenedn, 239mOU19IN
nw2ngunivén 869,33 Awlnmgznzdn, 210@11&'10511%118%3 570,50 Swlnaigzmzdn
€z 2900udAnw 232,72 Jwlngenzdn, ez mucﬁwgumuéu’é’uaej Tuaztu
242,18 Jwlnaigzmzan c‘ﬁswmqumuﬁﬂemgugnﬁj S iouiuggrardnn=Binw
Juysasy.




(Juazwag 8: quingsrazdnn
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o OUrud e OutSny s areEuSuol a0 awEuBuasy 208 Quiu8gnadnryd

IR U: NTUINWEN] VY 210

e qunautacdi-d999n

WD 2018, yugnwdieen 5.294,71 Iwlnaiznedo, Wudu 8,65% njuld
Do, Fudrduaunivdieendeneud: dus noud 27,6%, i 24,7%, Ei9In+dn1 wax
U1t 9,2%, 91Uy, cfﬁsﬁuﬂngju 8,2%, c?ﬁeﬁn (€ gUrnaufiuin, c?ﬁejawnsn‘cwzﬂﬂ
(e %u'j] nowtd1 9,7%. (fj3e)13T0nmL, .L“J]Jmmuﬁ’lcéﬂ U2V 6.164,04 J1ulo1g=n=dn,
WUy 8,8% nyul&denuu. Wiy, duddiualuniwuiadwsnsud: suzneu-fiuindisniy
ﬁg”nj 17,5%, tljuSstu, ﬁﬂﬁm?]sj e %nfj 15,3%, guznsy way winzuy 11,2%, 5?193
i war gusnsy 11,2%, 910U (e cfﬁsjf’w 9,6% (gin «az ginf1 9,5%.

(duazwag 9: Sanrgounindysendvdrcaazvzwwa Tud 2018

;

wies  mwWidl owredi 9wy (fi93fL €19y m gUmaUALEN Y
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(Sugzun) 10: SanrdauniviiEaduéa waazvzwa (ud 2018

Sh
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= 9UnauRiUSn = thbucSotu QUIISY taY W

11.2

(699 tin cax oUmey m 9wy war (B9l m N
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1.4.2. Quinduiv waz NnIUEGY

Tud 2018, QuivgNuiugu Moy 12.46 JwWlnRenzdn waz Quivgnwduy O
neag@uinds  (90f) Wazdu  2.206,25 Swloaizznzdo.  gounwdiiulnufigain
ijzcmanccafﬁu‘cmc”éﬂ (3087) 1.319,61 Jwlnienzdn, NMudgnugingu 498,42 Jwln
Fened0n war nw3Huduy 388,22 Swlnazznedo.

tduazccay 11: quinddiv waz nawGy (Faulaalr asmeda)
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1.5. nudjsiviagiiganayysana (Foreign Direct Investment: FDI)

WD 2018, nudRulnufisamandeanad 20U 210 Dyuan 1.319,65 S1wln
gemedo. nmudifuloufiieesguzinn condugscoiniy @ivdr: evtouniunday 53,8%:
WweR3twdy, nugzoueIseia way 91y 15,1%; nedmi, Jatd cas nwdsdy 10,2%;
UeHiugIau waz NGy 8,3%: exinuitus 4,7% way 2xim3duT) 7,9%.

W 2018, nwdghuloufgnagdenn condudznn (o1 deinn3u nouda
79,9%; dztnnmajnuau 7,5%; dzinntn 6,3%; Uacmnﬁz}u 3,6%; dzinacid 1d 1,9% way
Uzinndus) 1,6%.

(dugza) 12: mudysivtosfiramnargyzana ceoncdu2zsconiniu (wd 2018

m Hi&9

m w=H3twia, nmuszoeg
992 Az 9rcE

m =&, datd ez mudsDs

J=HuSHfiu waz naucgu

m Jus
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(duazwag 13: nwdydiviasfijaanagusana conaiudzana wd 2018

0,
3.6% 1’9%/’_1'6/6
,6%0
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m 2. ND3OUIU

m Uznn tan
Uscmﬂﬁtyu

m 2. (Fadi s

m Uzinndu
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II. mudadyusidacoujudsuin D 2018

2.1. azwiuniviafyyvzidajuvzuaniasasy

ceInujudzuceINnUz1d 2018 dudiisweenudsidncuuiionzuranneion-&96.u
whyzan 5 3 636 VI (2016-2020), usutugsutauiudzuandoasitass 4 0) 2017-2020,
WecdunwIndtivermensusesigzwicnizin waz A1dneeguwtndonziud douniuia
GgurddineuniionzurgonsRo-Sa, coufsoaendn dead 2018, wulgSudngn
andiimnnzinenigin Wiernuwdodydiiey, Jnorunivngg way Douuzwiw, Sng1idawme
AzwwesInneinuzniwn Widaorusiingoiiv.

cujuusurucv)dadsaad J 2018 a9y
% wuuawsudipln (DaouauSurnniugiwsudy war iududufuduidolsud) Uy
13U 24.810 Hfiu n3ulausttn 8 2017 cluiudy 9,7%); Wi
— teRESUINNIUSoued rncnusann: 2.752 SR nyulgusRdiod 2017 @By 25%;
— covawSuwwly (DaouawsSurnnuuewsudy way (iudufuRuduidudsut):
22.057 &fu nyulgusddin 9 2017 @usy 8,0%.
& wUMULTipElod 2018 Jruw 32.809 Ofiu, myufiudydiiod 2017 wluiiugy 7,8%);
& woufuuzuiw O 2018 iudr Sduceuiuuuiweinguinuoy 7.999 Gfu § Uzuw

5,2% 297 GDP.

] 20
.
.

nuinfisustiofusuauenido taurtiuu exnerefosmdmnmtiulnnidwes o
Nz Ao (GDP), e niwindusBiinfuusumcnido 89870 tausnwduyy war auy
nudndy wid-smney mufinowiwdidoudyrdunwdsiu war H9uuslovoniudigoniu
S9%u 380 nwInduzddiofuuzow njuld GDP wuudiddiugaiiinoy, (fignlon
00 Sonzuaniduroww Juygurlovy, ooy «ay QLuIunIu 0u8 Autn nawinds
JeBdnjudzumweoidn  Widoaowdudy, twWomunudolndeso «ar  Honjcauniues)
Sonzuiw WeSudsfiuEaly fudruwgIuInnsugrmiedmUnoIUSINEeItianaumIgii
uMuidy car yIurdnesigin. SydiudmniuincivarsSuwwy couleyuoliiutiudy
0N et U gz 6-10%, $0un13GR1e91y (auy 2 ¥ il nnzuantdusaiuiu
Snawowaeeial, 3xsSaldinuenguitdsuasuggads deazsio. Juwad 2015
judzuiwzinqgu 5,9% 293 GDP was 903 (Wu 5,2% 283 GDP WD 2016 waz WuBudn
iy 5,5% 293 GDPTY 2017, wissnd 2018 gadxdu 4,7% 283 GDP. Jonzuty n
fnzgoInu@u  thonurloviunuiucuusSany Lﬁ’Jscén‘Zzﬁmuaﬂnqufudzum@oﬁjczﬁeaz
1179 QY cﬂiecﬁumugm'ﬂ9umuw‘ﬁ§ummmzuz (Buzzung 14).




(dugza) 14: nawiadusidaofudzuanuvida nyuls GDP tassd 2014-2018
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2.2. muIanyuziidaarssSugudsuruaoiyda J 2018

nincivauSufuuzumanido 9 2018 JLRdintd 24.758 Gfiu, thiiu 99,8% 299
CeIuNIy 9 hafiu 16,2% 299 GDP waz (ugu 8% njula ¥ 2017; iy, awduwioly
(daoumuSurnnuugiwsudy way iudufuRuduidudeud 4wow 1.014 &fvu) ULBdntd
21.829 &Ry, iy 99% 299aunIy § infiu 14,3% 299 GDP (¢ Wusy 6,1% njuls
J 2017; souawSuninniugouifiods Jzhidntd 2.929 Bfu, thafiu 106,4% 293auny 0
(hnfiu 1,9% 297 GDP was Wudy 24,9% njuls 3 2017,

nincivaesuesytivnfivaiesu fuznsugoudituausuwsy Dhg:

—  awdugousiemey 10.824 Gfu thifiu 93,3% eojueuniy; thifiu 7,1% =299 GDP
nowtd1 49,6% e9jrusSuwrTu.

— awuwd 6.637 BRu divfiu 92,2% 299(LIUNI; iU 4,4% 299 GDP nowué1 30,4%
2991uSUWI 1.

—  awdusuduesidn 2.175 Hfu (DasuawSurnngwsudy 19 Gv); iy 113,3%
£99LIUNIU LY (hifiU 1,4% 299 GDP nouid1 10% eojauSuws .

—  weudameRodndgRu ey nudssivie 2.085 Gfiu (DaouawSunnniugiusudy
283 ffiu war Fududufuduiidodeut dwou 712 Gy, degrndimudinniutiug
€2z UINNEnIUgLRAnwGuuindosfiv ausudiimoectfndufnduaiesu ey 2v30
SugdunAuagifuurumcny) ity 248,8% 293Ny way Wiy 1,4% 299 GDP
noud1 9,6% 2g93uSuwis Ty (susznng 15).

—  awdudus 108 Gfu.
nufivaiwsurnuid-smey «ar RMUSURdEILLIZ-9NSY MMUSULUUNILAILJILIL

L0 WAY (diudr Wl 2018 awSuamnwid-sansy JeAdntd 11,2% 293 GDP njuls

oIngofiues)d 2017 HudawSurnuid-smey Wusy 0,7% «ay MuSuHidcluwS-

219U FWnU=GTNtE 3,1% 299 GDP way WSy 24,9% njulzduu.




(Sugzunl 15 nawdaajvziidaaresSvjudzurvwrsud 2018 (Fiaomiae (i)

NIUINNUABSUIUUzURe W canddunu Snd 2018

B husoumnensy

[ BAFUALE]

W AugunsIguTuasIan
ﬁus}uasjﬁmmrﬁnﬁnﬁjﬁu Ry Ushiut

m S

w2y Auuzloviwnuiy wag D01, negoInuGuy

(Suazual 16: naudadyuzidioarsSuvijoia fivwad 2014-2018 (viomios @iiv)

30,000
ST 23.340 23.699 22,925

: 21163 : 24,758
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15000 14681
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. Q1EUAIIS-9M0) e 2 USUROCUvKIS-omey e AnwSUInnIUsoufiod1 e  aoussnawsudielin

wgI2yu: Auuzlowwniu@u cas DM, negoInwiiy

2.2.1. mudaivareSulammwad§-9ansy

muinivawSuanuwid-oansy Wiauziea J 2013 o1 2017 njulsgaolgsnu=dnn:
GuwieTu GDP Wiudluine3ignd) an 14,1% 83 GDP Tl 2013, uady 13,7%, 13,9%
12,7% «az 12% 293 GDP w0 2017 cmwaidy. Tud 2018 ﬁﬁjﬁuﬁgnﬁjmcﬂu 11,2% 29
GDP. samafiwitdinmincivaiwsuanuid-snsy gofuca T 2013 Jufiuun dounmu
Facfiuawdu Pinwid-eney WususindmivesnuwdozeygnnzRio war Sndiumitiyclu
¢ o tauriitnnrRAnesneroing1d) aoufistumnuinduwid-smsuniufinomnwddos
nwdEduniudifiu - 33390unsiivlouftnuawsuiudiun  Eotdinuindivawsuin
wi-2mneu njuly GDP J¥morgnds.

cOfnjuaruSunnuid-emey  WivawSudipln  diudDFmondiusy & AN
62,9% D 2014 Wusudy 68,9% WD 2015 way Wusudy 77,6% Wi 2016; wiilud
2017 ausuanwid-eney tDAngzuzgadydnoisuudu 73,8% way Tud 2018 wiuds
WEuBunsRuaneamundydivousuwid-smnsy %Uﬁ@nﬁj Ly 68,8% =29910SUN)
ol
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Nl Uy eojRiuSuwid-ensy wludImoringady cienjutaniuiodisusbiintaes
Ut &: W 2015 esvwrF-emsudiudy 11,2% njulad 2014, Lissad 2016 Wugy
w33 0,6% njuls 3 2015, 3 2017 esuwid-emeuiugy 3% njulsd 2016 waz W
2018 uu 0,7% njusivdew. G35y wdivtdan ausuwi3-smney wudy WigmorH
2139 (0101219 2).

Ynannwindivawnnsuwid-emey W 2018 UsAdintd 17.032 Hfu, whfiu
95,5% 293utsunau e WUy 0,7% n3uls 0 2017. Ctuﬁ, cczﬁjmuéumnwﬂ%-sm% Guc
CUULUI9IN 9nsuyuaudy nouidt 30,5% eojRiuSuwi3-emsy, s9333ULIUAUSUIN
9IneuBUTE nowutd1 27,8%, neunita 12,2%, smnsuatutd noudt 9,5%, wideus1 nou
(81 6,2%, WU Nowued1 5,7%, snsumnSuwzuneunILLgIn nod 3,8% awngo)
twdlh now 2,5% way QﬂU§U§U3n0UE§1 1,6% 2931SU1INWIS-9INSL (c%uazcmj 17).

0102319 2: NI SuaMMwaF-91n9 (Uiassaruul

% My UL % mu WOV % MU WU % Ny
A& & = A& & A& &
WUy WUy WUy (wusy

16,321 112 16,427 06 16,918 299 17,032 0.7
el 855% - 84,6% - 82.2% - 78.2%
winy (%)

wmI2yu: Auuzlowisniu@y way T0M, negonmiy

1DV

(duazwal 17: nawdagivarsSvwad-sansy fivwe d 2014 ma J 2018 (Fiovwasdiiv)
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wyI2yu: Auuzlowioniu@y way U0, negonmuiy

% Qwarsjn MuSurnuidemsy Jh9w:
e 9AN2UNIA
gmeuMta clusmeunyfy Hdfiurnniaze)d3dadiwwly war  adunn.
21N9UNIL cﬂuccdgjaﬂséuﬁuﬁéﬂﬁuzﬁaw eoIwEUINUIE-9mneu fonemeuyuauily
(r 9MaVSUTS.
nuinivawdy smemeunita W 2018 swindivtd 2.073 Hfu YLddnld

92,9% 29jutsuniu § (infiu 1,36% 293 GDP njulsd 2017 Wusy 4,7% (susizing 18).
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nucfiusmeuimtagocauniuiug 2018 sunndsuatuSusinsuniiaINezeouINIuUEs
@ b P & o 0O as ' ' Yo o Cay o P °
Suagnndy egrndundFnernrning coutiSuBunsduanoznainlan Saldinwd
Puyazfio car N1ta DtEdciRnoy I0gUInUsuliungtd ((dugvins 18).

(Jugzng 18 Nrudivaansunatatutagsarauul

2500 1 76% 88% 2.00%
1,843
2000 1,623 1.35% 1.50%
L 1.36%
1500
1.00%
1000
571 580
500 225 050%
97
0 _ | m— ) 00%
2014 2015 2016 2017 2018
m omsuritannasinfioty (85u) e omsurintaanzuouInwics (Gu)

= 2M0UrI1%a 015071 GDP(cfio72071)

aniguu: Auvglovwniudy cay TR, negoInmdy
e 9IM3VAYI

fa) 0O as

2 L} o A ol 2 A 1
2INsuUALtAIuUsIMeUNIIRINUPNALIGEeUNdY «ar JR&nKd Ty Ud 10.

2 b ' ! o b Ao o o o o Ad o °
2INSUALANCLVCYINIVSUTINNEY 0 Tuaduiidfinamemneunita.  Wwd 2018

1
oo o

gmeuutd uInIaciutd 1.619 Bfu, iy 93,9% 2ojwauniy, Hanjuled 2017 iy
2U 1% (a9 3).

01022319 3: NIVAAETUAIYSUIIMIMIVAYIA (A8STIVLI

J 2016 0 2017 d 2018

% MU UL % MU WDV % Ny Wou % N
A& & = A& & A &
(USy wusy (USy WUy

1,140 11.2 1624 4246 1603 -13 1619 1%

SomigoudaiuEuwd- 7.0 - 9.9 - 9.5 - 9.51
9Mm9av (%)

wmI2yu: Auuzlowiuniu@y way DM, negognmuiy

WDV

A
e  9I1N9UJjuacwy

gmeuyuaudiuclusmmeunydel Hifiuanniusulsdudt war nuddnwly sud
210, 8xfiutudom 10%. snsuyuaiucluaesSufuadudunisesstivnwsuanud-
918U (8Jnoudt 30,5% 2ojaisurnuid-smney W 2018. nwincfivalwSuaneney
yuarciucludwnoviludunnd; sxwaz 0 2018 sansuyuauduguin Indiutd 5.201 &
Ay, afiu 95,1% 299IUNIY KT ity 3,41% 299 GDP. WY, Facfivenzsnais
(excovquaSdudaiv) Jeuw 2.066 GRu, sy 39,71% esjarwgusnsuyuailufiplo
war Andivamnesnwisly (2zioyy gousnemnsududiciu) 9oy 3.136 Ofu, iy
60,29% eojRiuEusneuyuailUTiTn (Sugzuog 19).
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0102319 4: NIWIAFUA9SUSINVYUANLVIAV STV

9OV % MU WU % MU UL % My WoU % Ny
= & & A& & & &
wusy WUy (uSy sy

1. smneuyuandiy 1,654 70 1940 1729 1,899 -21 2,065 8.74

2. emsu.gumcfﬁ,u 3,090 40.9 2,749 -11.04 3,035 104 3,135 3.29

91:191111115'11(111"‘” 4,744 26.9 4688 -1.18 4,934 5.24 5.201 5.41
I oiia (1+2)

San19aucare 29.1 - 28.6 S 29.17 S 30.54
Suw1§-91n91

wmIzyy: Auuzlovisnudy waz DM, negoinuiy

& o o Y .
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wmI2yu: Auuzlowisniu@u way DM, negognmuiy

e gmouduis
gmousulBulusneundel Rfiurndudl car nwddniu vidswaR DIngus
yudey, M1l8Samacfiucandngfiv (ueadnmnitngn 3% 019990 90%. MuEuamnensy
5078 300a8ug9) 293AWEVINWIF-9INSU S9JINSNSUYLAIDL way noud1 27,8%
eojwSUINUIZ-onsy. MwSUNeNsusLETn19lluuynd Bu: Jukdd 2015 30
(FfuUtd 3.253 Ofiu usucdu 4.124 BRu WD 2016 was Wusudu 4.234 &Ru WD 2017
waz WD 2018 Awdudisacdivid 4,743 B thifiu 3,11% =299 GDP, (iusy 12% n3juld
Do (Crnza19d 5). Sogouesinuindivemeusuts WD 2018 Sudcuciiuam Nl
(81 910U 2.968 Eﬁy’ﬁu, WUy 18,2% un3jusd 2018 war noudwzu 62,57% 29318
Suvrneineudugipiin, gounufivaiwsy nsneuduiEuwiu Wl 2018 Hwou
1.775 &fu njuls J 2017 WUy 3,20% way noud 37,43% 29910SU9INsUS LTSN

oo (cdugzans 20).
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0102319 5: naudadivargsSusansuduistagsianu
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c

WOU | Y%y | WU | % nw WO | YoM | WO | % N
& & A& & A& & & &

(Wwusy (wUsy Wwusy (Wwusy
1. 9’m9u§u?§mnmufnc§q 1,428 -12.0 2,333 63.38 2,514 7.8 2,968 18.02
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I. Lao Economic Development in 2018

In 2018, a number of significant events and political uncertainty have occurred in various
regions around the world, for instance, the trade dispute between China and the United States, civil
war in the Middle East, the economic crisis in Turkey, Iran, Venezuela and Argentina. The global
economic growth slightly reduced from 3.8 percent in 2017 to 3.7 percent in 2018. The oil price
continued to rise as it rose from 23 percent in 2017 compared to 2016 performance to 34 percent
in 2018 compared to last year. This has brought domestic oil price and inflation rate higher.

The Lao economy continued to grow and remained high when compared with many
countries in the region, but it was likely to slow down from last year. The economic growth slowed
down to 6.3 percent in 2018, while gross domestic product per capita (GDP per capita) was about
US$2,599 as two main sectors of the industrial and agricultural sectors, including output of the
power industry and the effects of natural disasters, such as flood, have caused impacts to the
agricultural sector.

The execution of state budget plan was likely proactive and the state budget revenue plan
was able to collect more. The total revenue recorded 24,758 billion Kip, equal to 99.8 percent of
the plan and 16.2 percent of GDP, increased by 8 percent compared to last year. Of which, tax
revenue recorded 17.032 billion Kip, equal to 95.5 percent of the plan and 11.2 percent of GDP,
increased by 0.7 percent compared to last year. Non-tax revenue recorded 4,796 billion Kip, equal
to 113.5 percent of the plan and 3.1 percent of GDP, increased by 31 percent compared to last
year. Grant revenue recorded 2,929 billion Kip, equal to 106.4 percent of the plan, increased by
24.9 percent compared to last year. The execution of the state budget plan in 2018 recorded 31,865
billion Kip, equal to 97.1 percent of the plan and 20.9 percent of GDP, increased by 3.6 percent
compared to last year.

In 2018, the budget deficit recorded 7,107 billion Kip, equal to 88.8 percent of the plan
and 4.7 percent of GDP, dropped by 9 percent compared to last year, supported by the
government’s controlling and cutting of non-essential spending, such as public administrative
expenditures and suspending and terminating some non-essential and non-economic public
investment projects.

Figure 1. GDP growth rate (%) and nominal GDP value at base year price (in billions of Kip)
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Figure 2. Lao PDR’ Gross Domestic Products per capita (in U.S. dollar)
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Table 1. Economic growth rate in 10 ASEAN countries (%)

Brunei -2.1 2.5 -0.4 2.5 1.3 23
Cambodia 7.4 7.1 7.0 7.0 6.9 6.9
Indonesia 56 50 49 50 5.1 5.1
Lao PDR 3.0 7.6 7.3 7.0 6.9 6.3
Malaysia 4.7 6.0 5.1 42 59 4.7
Myanmar 54 8.0 7.0 59 6.8 6.4
Philippines 7.1 6.2 6.1 6.9 6.7 6.3
Singapore 51 39 22 24 3.6 29
Thailand 27 1.0 30 33 39 4.6
Vietnam 54 6.0 6.7 6.2 6.3 6.6

Source: World Economic Outlook Database, International Monetary Fund

1.1. Lao PDR’s Macro-economy

In 2018, the Lao PDR’s macro-economy was stable and secured. The economic growth was
likely to grow at 6.3 percent slower than last year; however, it was still considered high when
compared to other ASEAN countries. With such constant economic growth, income per capita
rose from US$2,467 in 2017 to US$2,599 in 2018. The inflation rate rose to 2.04 percent, on
average, from 0.83 percent from last year. On the monetary side, the exchange rate was stable and
maintained at the rate approved by the Bank of Lao PDR (Bol). Lao Kip against Thai Baht
depreciated by 6.86 percent and the Lao Kip against US Dollar depreciated by 1.65 percent. The
money supply (M2) grew slower at 8.40 percent in 2018. Commercial bank credit increased by 2.66
percent from 2017. The current account runs more deficits from US$1,193 million in 2017 to
US$1,430 million in 2018.
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1.2. Inflation rate

The inflation rate in 2018 increased to 2.04 percent, on average, from 0.83 percent last year,
driven by almost all sectors (excluding the entertainment and recreation sectors which were slightly
decreased). Food and non-alcoholic beverage sectors were the main driven sectors which increased
from -0.08 percent to -1.24 percent in 2018, followed by transportation sector which increased
from 2.86 percent to 4.33 percent in 2018. Key factors driving the high inflation rate compared to
last year were the increase in agricultural goods price, particularly rice and crops, as many provinces
in the Lao PDR has been affected by flooding. In addition, the other factor is the oil price rose
according to the global oil price trend.

Figure 3. The inflation rate of Lao PDR compared to last 5 years
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1.3. Monetary sector
1.3.1. Money supply

In 2018, the broad money (M2) continued to grow, but at a slow pace. It decelerated to 8.40
percent (80,930.29 billion Kip) from 12.23 percent in 2017, accounted for 53.10 percent of GDP.
The underpinning factors for such slower growth were a slight increase in credit growth to
domestic businesses and the foreign investment capital inflow in the hydropower sector and the
Lao-China Railway Project. Components of M2 consist of 8.8 percent of cash in circulation, 41.9
percent of deposit in Lao Kip and 49.3 percent of deposit in foreign currency.

Figure 4. Growth of Broad Money (M2)
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1.3.2. Exchange rate

The Bank of Lao PDR (BoL) has taken a managed floating exchange rate regime as a key
tool to maintain monetary stability. With this measure, exchange rate of L.ao Kip against U.S. dollar
in 2018 depreciated by 1.56 percent and Lao Kip against Thai Baht depreciated by 6.86 percent.

Figure 5. Foreign exchange rate in 2018
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Figure 6. Averaged foreign exchange rate in the past

8600 300
8481,83
8500 290
8400 280
8300 270
8200 65.19 260
8100 258,42 257,24 250
8000 240
1000 8007.1 860, 230
232,96
7800 220
7700 210
2012 2013 2014 2015 2016 2017 2018
Exchange Rate KIP/USD o Exchange Rate KIP/THB

Source: Bank of L.ao PDR

1.3.3. Credit growth

In 2018, the commercial bank’s credit growth increased by 3.16 percent compared to last
year which accounted for 45.3 percent of GDP. Credit growth to industry grew by 3.88 percent,
while credits to other subsections growths consists of 1.60 percent of trade, construction sector
was -0.73 percent of construction, 0.3 percent of services, 0.36 percent of agriculture, -2.09 percent
of handicraft, 0.17 percent of materials and techniques, and 0.47 percent of other subsections. The
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bank credit keeps growing every year since 2014; however, the bank credit growth this year grew
at a slower pace compared to the past few years.

Figure 7. Commercial bank’s credit in the past
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1.4. Balance of Payment

In 2018, current account balance recorded a deficit of US$1,430.39 million, while the capital
account recorded a surplus of US$12.46 million and financial account recorded a net capital inflow
of US$2,206.25 million. As a result, balance of payment recorded a deficit of US$142.87 million
and foreign currency reserve decreased from US$1,016 million in 2017 to US$873.13 million in
2018, adequate for only 3.23 months of the imports.

1.4.1. Current account balance

In 2018, current account balance recorded a deficit of US$1,430.39 million, driven by deficits
of US$ 869.33 million for trade, US$570.50 million for primary income and US$ 232.72 million for
service. Meanwhile, the secondary income balance recorded a surplus of US$242.18 million due to
narrowed trade deficit and improved current account balance.

Figure 8. Current account balance (In millions of U.S. dollar)
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e Balance of import-export

In 2018, the export value stood at US$5,294.71 million, increased by 8.65 percent compared
to last year. Main goods exports consist of 27.6 percent of mining, 24.7 percent of electricity, 9.2
percent of agriculture and forest products, food processing, 8.2 percent of beverage and tobacco,
9.7 percent of machinery and mechanical equipment, electrical appliances and other areas.
However, the import value stood at US$6,664.04 million, increased by 8.8 percent compared to
last year. Main goods imports consist of 17.5 percent of construction equipment and machinery,
15.3 percent of petroleum, engine oil and other products, 11.2 percent of equipment and vehicles,
11.2 percent of electrical appliances and equipment, 9.6 percent of food and beverage, 9.5 percent
of iron and steel.

Figure 9. Export ratio by product category in 2018
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Figure 10. Import ratio by product category in 2018
11.2

= Machinery = Petroleum = Materials & Vehicles

Appliances and Equipments ® Food and Beverage = Steel

Sonrce: Bank of Iao PDR
1.4.2. Capital account and financial account

In 2018, the capital account recorded a surplus of US$12.46 million and financial account
recorded net capital inflow of US$2,206.25 million. The foreign direct investment recorded net
capital inflow of US$1,319.61 million. The portfolio investment amounted to US$498.42 million
and other investments was US$388.22 million.
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1.5. Foreign Direct Investment (FDI):

In 2018, the FDI of Lao PDR amounted to US$1,319.65 million. The FDI by sectors
included 53.8 percent of construction, 15.1 percent of hydropower, gas and cooling supplies, 10.2
percent of agriculture, forestry and fisheries, 8.3 percent of social security and finance, 4.7 percent
of mining and 7.9 percent of other sectors.

With FDI by country in 2018, China was the largest investors at about 79.9 percent, followed
by 7.5 percent from Vietnam, 6.3 percent from Thailand, 3.6 percent from Japan, 1.9 percent from
South Korea and 1.6 percent from other countries.

Figure 12. Foreign Direct Investment (FDI) by sector in 2018
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Figure 13. Foreign Direct Investment (FDI) by country in 2018
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Il. Budget plan execution in 2018
2.1. Overall budget plan execution

The state budget plan for 2018 was the third year of implementing the 8" Five-year National
Socio-economic Plan or NSEDP8 (2016-2020). It was under the revised four-year budget
framework (2017-2020), to implement the resolution of the National Assembly and the Prime
Minister’s Decree on the implementation of national socio-economic development and the state
budget for 2018. It aims to support the stable and qualified national economic growth, while
ensuring macroeconomic stability.

The state budget plan for 2018:

X/

% Total revenue plan was estimated to 24,810 billion Kip compared to the 2017

execution, increased by 9.7 percent (excluding revenue from sale of state assets and

on-lending capital return), of which:

— Estimated grant revenue was about 2,752 billion Kip, increased by about 25 percent
compared to the 2017 execution;

— Estimated domestic revenue was about 22,057 billion Kip, increased by about 8.0
percent compared to the 2017 execution (excluding revenue from sale of state assets
and on-lending capital return).

% The estimated total expenditure was estimated to 32,809 billion Kip, increased by
about 7.8 percent compared to the 2017 execution.

% The budget plan for 2018 was estimated a deficit of 7,999 billion Kip or about 5.2
percent of GDP.

Last-year execution of state budget plan grew at a slower pace than the economy growth
(GDP) because it was under the reform and tax exemption as defined in the Law on Investment
Promotion and policies to attract more investment. As a result, the budget execution as a
percentage of-GDP was not as high as estimated. However, the government has tried to improve
policies, laws and regulations, including the implementation mechanism of the state budget toward
sustainability, in line with the green growth and government orientation and to be ensured
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sufficient budget for necessary expenditure demand and the country’s priorities. Domestic revenue
collection is likely to increase on an average of 6-10 percent each year. For expenditure, the
Government have tried to maintain a stable expenditure ceiling over the past two years, the budget
deficit thus has gradually decreased. Budget deficit has been reduced since 2015. It was 5.9 percent
of GDP in 2015 and reduced to 5.2 percent in 2016 and then slightly increased to 5.5 percent in
2017; however, it reduced to 4.7 percent of GDP in 2018. The government, (the Ministry of
Finance) has put fiscal consolidation policies in place in order to gradually reduce the budget deficit
and public debts (See Figure 14).

Figure 14. State budget execution to GDP ratio (2014-2018)
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2.2. Implementation of state budget revenue in 2018

The budget revenue collections in 2018 recorded 24,758 billion Kip, accounted for 99.8
percent of the plan or 16.2 percent of GDP, increased by 8 percent compared to 2017 execution.
Domestic revenue (excluding 1,014 billion Kip of sale of state assets and on-lending capital return)
stood at 21,829 billion Kip, accounted for 99 percent of the plan or 14.3 percent of GDP, increased
by 6.1 percent compared to 2017 execution. Grant revenue stood at 2,929 billion Kip, accounted
for 106.4 percent of the plan or 1.9 percent of GDP, increased by 24.9 percent compared to 2017

execution.

Revenues collected by various revenue departments under the Ministry of Finance contributes
to domestic revenue as follows:

—  Tax revenue stood at 10,824 billion Kip, equal to 93.3 percent of the plan or 7.1 percent of
GDP, accounted for 49.6 percent of domestic revenue.

—  Revenue from custom duties stood at 6,637 billion Kip, equal to 92.2 percent of the plan or
4.4 percent of GDP, accounted for 30.4 percent of domestic revenue.

—  Revenue from sale of state assets stood at 2,175 billion Kip (excluding 19 billion Kip of sale
of state assets), equal to 113.3 percent of the plan and 1.4 percent of GDP, accounted for 10
percent of domestic revenue.

—  Revenue from SOEs and insurance stood at 2,085 billion Kip, equal to 248.8 percent of the
plan and 1.4 percent of GDP, accounted for 9.6 percent of domestic revenue (See Figure
15). The revenues do not include 283 billion Kip of sale of state assets and 712 billion Kip
of on-lending capital return because, based on the international standard for accounting and




government finance statistics (GFS), those revenues shall be categorized as a budget
financing.

—  Other revenues recorded 108 billion Kip.

Based on international reporting standard, tax revenue in 2018 recorded 11.2 percent of
GDP, increased by 0.7 percent compared to the same period in 2017, while non-tax revenue
recorded 3.1 percent of GDP, increased by 24.9 percent compared to last year.

Figure 15. Budget revenue execution in 2018 (in billions of Kip)
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Figure 16. Total revenue execution between 2014 and 2018 (in billions of Kip)
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2.2.1.  Tax revenue collection

Tax revenue collection to GDP ratio from 2013 to 2017 decelerated from 13.1 percent of
GDP in 2013 to 13.7 percent, 13.9 percent, 12.7 percent and 12 percent of GDP, respectively, and
it continued to reduce to 11.2 percent of GDP in 2018. This was because tax revenue collection
expanded slower than economic growth. Furthermore, economic growth is slowed and many
projects are under the tax exemption as stipulated by Law on Investment Promotion which posed
an impact on budget revenue base and decreased the tax revenue to GDP ratio.
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Nonetheless, tax revenue to total revenue ratio showed an increasing pace. Itincreased from
062.9 percent in 2014 to 68.9 percent in 2015 and then to 77.6 percent in 2016, while it slightly
slowed down to 73.8 percent in 2017. Tax revenue collection in 2018 continued to be affected
from last year performance and tax revenue to total revenue ratio continued to decrease to 68.8
percent.

The tax revenue grew slower than the past. In 2015, it increased by 11.2 percent compared
to 2014, 0.6 percent in 2016 compared to 2015, 3 percent in 2017 compared to 2016, and 0.7
percent in 2018 compared to last year. (See Table 2).

The tax revenue collection in 2018 recorded an amount of 17,032 billion Kip, equal to 95.5
percent of the plan, increased by 0.7 percent compared to 2017 execution. The main sources of
tax revenue were from VAT, Excise tax, profit tax, income tax, import duties, services fees, natural
resources, and hydropower royalties. Value added tax (VAT) shared 30.5 percent of tax revenue,
followed by 27.8 percent of excise tax, 12.2 percent of profit tax, 9.5 percent of income tax, 6.2
percent of import duties, 5.7 percent of service fees, 3.8 percent of natural resources, 2.5 percent
of hydropower royalties, and 1.6 percent of other tax revenues (See Figure 17).

Table 2. Revenue collection from tax-customs in the past

Billion Lao Kip

Amount  Percentage Amount Percentage Amount Percentage Amount Percentage

increase increase increase increase

16,321 11.2 16,427 0.6 16,918 2.99 17,032 0.7

Compared to 85.5% - 84.6% - 82.2% - 78.2%

domestic revenue
ratio (%)

Source: Fiscal Policy and Law Department, Ministry of Finance

Figure 17. Tax revenue collection from 2014 to 2018 (in billions of Kip)
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¢  Details of tax revenue were as follows:

e Profit Tax

Profit tax is a direct tax levied upon profits of domestic and foreign companies. It is the third
largest source of tax revenue after the VAT and excise tax. Profit tax revenue levied in 2018 stood
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at 2.073 billion Kip, accounted for 92.9 percent of the plan or 1.36 percent of GDP, increase by
4.7 percent compared to 2017 (See Figure 18). In 2018, the profit tax collection fell short of plan
as larger taxpayers have been impacted from a decline in the global market, poor business
performance and low profit gain, they could not fulfill their tax obligations under such
circumstance. (See Figure 18).

Figure 18. Profit tax collection in the past
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e Income Tax

Income Tax is a direct tax levied upon income of individuals and businesses operating in Lao
PDR. Income tax was the fourth largest revenue source after profit tax. In 2018, income tax stood
at 1,619 billion Kip, accounted for 93.9 percent of the plan and increased by 1 percent compared
to 2017 (See Table 3).

Table 3. Revenue collection from income tax in the past

Billions of Kip 2016 2017 2018

Amount % Amount % Amount % Amount %
increase increase increase increase
1,140 11.2 1,624 42.46 1,603 -13 1,619 1%
Compared to 7.0 - 9.9 - 9.5 - 9.51

tax revenue
ratio (percent)

Source: Fiscal Policy and Law Department, Ministry of Finance

e Value Added Tax (VAT)

Value Added Tax (VAT) is an indirect tax levied upon the consumption goods and services
within L.ao PDR at the rate of 10 percent. VAT was the largest source of tax revenue accounted
for 30.5 percent of total tax revenue in 2018. VAT collection has been increasing every year. In
2018, VAT stood at 5,201 billion Kip, accounted for 95.1 percent of the plan and 3.41 percent of
GDP. Input VAT (collected by the customs sector) was about 2,066 billion Kip, accounted for
39.71 percent of total VAT revenue in 2017. The domestic VAT (collected by the tax sector) was
3,136 billion Kip, accounted for 60.29 percent of total VAT revenue. (See Figure 19).
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Table 4. Revenue collection from Value-Added Tax (VAT) in the past

Billions of Kip 2015 2016 2017 2018

Amount % Amount % Amount % Amount %
increase increase increase increase
1. Input VAT 1.654 7.0 1.940 17.29 1.899 21l 2.065 8.74

3,090 40.9 2,749 -11.04 3,035 10.4 3,135 3.29
(1+2) 4.744 26.9 4.688 -1.18 4.934 5.24 5.201 5.41
Compared to tax- 29.1 - 28.6 - 29.17 - 30.54
customs revenue
ratio ( percent)

Source: Fiscal Policy and Law Department, Ministry of Finance

Figure 19. Revenue collection from Value-Added Tax in the past
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e Excise Tax

Excise tax is an indirect tax levied upon specific luxurious goods and services at different
rates from minimum rate of 3 percent to maximum 90 percent. It is the second source of tax
revenue after VAT accounted for 27.8 percent of tax revenues and has been increasing every year.
It increased from 3,253 billion Kip in 2015 to 4,124 billion Kip in 2016, to 4,234 billion Kip in
2017. In 2018, it recorded 4,743 billion Kip in 2018, accounted for 3.11 percent of GDP,
increased by 12 percent compared to last year (See Table 5). The excise tax in 2018 was mainly
levied upon imports in the amount of 2,968 billion Kip, increased by 18.2 percent compared to
2018 and approximately 62.57 percent of total excise tax revenue. Collecting revenue from
domestic consumption in 2018 recorded 1,775 billion Kip, compared to 2017, increased by 3.20
percent and accounted for 37.43 percent of total excise tax revenue (See Figure 20).

Table 5. Revenue collection from Excise Tax in the past

Billions of Kip 2015 2016 2017 2018
Amount % Amount % Amount % Amount %
increase increase increase increase
1. Excise tax on 1,428 -12.0 2,333 63.38 2,514 7.8 2,968 18.02

import
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2. Excise tax on 1,825 6.2 1,791 -1.85 1,720 -4 1,775 3.20
domestic
consumption
Total excise tax 3,253 -2.6 4,124 26.79 4,234 2.7 4,743 12
(+2)
Compared to tax 19.9 - 25.2 - 25.03 - 27.85
revenue ratio
(percent)

Source: Fiscal Policy and Law Department, Ministry of Finance

Figure 20. Implementation of Excise tax collection in the past
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e Import duty

Import duty tended to slow down as a result of tariff rate reduction under the ASEAN, other
cooperation frameworks and investment incentives. Furthermore, a decrease in vehicles and other
goods importts has directly affected the import duties collection.

Import duties in 2018 recorded 1,059 billion Kip, increased by 9.18 percent compared to
2017. Compared to tax revenue ratio, it rose from 5.7 percent in 2017 to 6.22 percent in 2018. (See
Table 6 and Figure 21).

Table 6. Revenue collection from import duties in the past

Billions of Kip 2015 2016 2017 2018
Amount % Amount % Amount % Amount %
increase increase increase increase
Import duties 1,382 -1.9 1,655 19.75 971 -41.33 1,059 9.18
Compared to tax 8.5 - 10.1 - 5.74 - 6.22
revenue ratio
( percent)

Source: Fiscal Policy and Law Department, Ministry of Finance
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Figure 21. Import duties collection
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e Export duty

Revenue from export duty decreased from 205 billion Kip in 2015 to 49 billion Kip in 2016
and 29 billion in 2017, supported by the government’s measure on promoting domestic wood
processing and limiting export of logs and sawed timber. Meanwhile, export of minerals that used
to be a main potential source of revenue has been exempted on export duties, and the legal
implementation of mineral resource royalties is still unclear and harmonious. However, revenue

from export duties in 2018 has slightly increased to 38 billion Kip (See Table 7).

Table 7. Revenue collection from export duties

Billions of Kip 2015 2016 2017 2018

Amount % Amount Amount % Amount %
mcrease mcrease mcrease mcrease
205 285 49 -76.10 29 -40.82 38 31.03
Compared to tax- 1.3 = 0.3 = 0.17 - 0.22

customs revenue
ratio (percent)

Source: Fiscal Policy and Law Department, Ministry of Finance

2.2.2 Non-tax revenue

Non-tax revenue has been likely increased every year since 2015. It increased from 2,759
billion Kip to 2,977 billion Kip in 2016 which increased by 7.9 percent. In 2017, it increased to
3,661 billion Kip which increased by 23 percent and to 4,797 billion Kip in 2018 which increased
by 31 percent. The pushing factor is an increase in main sources of revenues, namely, 26 percent
of dividends, 25 percent of over flight right and 5 percent of loan interest compared to 2017.
Furthermore, revenue collected from the state funds achieved a great leap because the state budget
law has been enforced to unify more state funds into the state budget. As a result, this pushed an
increase in non-tax revenue compared to last year (See Table 8 and Figure 22).

In 2018, non-tax revenue included dividends, on-lending interest, and administration fees.
Dividends stood at 1,177 billion Kip accounted for 24.5 percent of non-tax revenue. On-lending
interests stood at 881 billion Kip accounted for 18.4 percent of non-tax revenue. In addition,
revenues from administration fee stood at 862 billion Kip accounted for 18 percent, overflight
rights stood at 826 billion Kip accounted for 17.2 percent of non-tax revenue and other revenues
(See Figure 22).
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Table 8. Non-tax-customs revenue in the past

Billions of Kip 2015 2016 2017

_ Amount % Amount % Amount % Amount %
increase increase increase increase
1. Leasing fees of 112 8 69 -38.4 % 70 1.4 % 45 -36.4 %
buildings and lands

2. Concessions 87 -3.6 85 -23% 61 -28.2 % 90 47.5 %

124 31.6 180 45.2 % 83 -53.9 % 49 -41.6 %
4. Administration fees 721 65.8 970 34.5 % 881 9.2 % 862 22%

5. Dividends 870 10.2 624 28.3 % 934 49.7 % 1,177 26.0 %
281 56.1 424 50.9 % 839 97.9 % 881 5.0 %
7. Overflight rights 550 13.2 595 8.2 % 657 10.4 % 826 25.7 %

8. State funds 6 -75.6 7 16.7 % 4 42,9 % 676 16810 %
9 98.3 23 155.6 % 131 469.6 % 191 45.8 %

Total non-tax- 2,759 9.7 2,977 7.9 % 3,661 23.0 % 4,797 31.0 %

customs revenues

Compared to total 14.5 154 17.8 22

domestic tevenue
ratio (percent)

Source: Fiscal Policy and Law Department, Ministry of Finance

Figure 22. Non-tax revenue collection from 2014 to 2018
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2.2.3 Grant Revenue

The grant revenue in 2018 stood at 2,929 billion Kip, accounted for 106.4 percent compared
to the plan and 1.9 percent of GDP, increased by 24.9 percent compared to the last year.
Comparing grants to GDP ratio over the past period, it continued to decrease year by year. For
instance, grants-to-GDP ratio continued to decrease from 5.6 percent in 2014 to 3.9 percent in
2015 and 1.4 percent in 2016, but it slightly went up to 1.7 percent in 2017 and then 1.9 percent of
GDP in 2018 percent (See Figure 23).
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Table 9. Grant revenue in last 5 years (in billions of Kip)

Billions of Kip 2015

Total revenues from grants 5.947 1.749

4. Project grants 1,141 970 774 877 681
(Managed by MoF)

5. Non-project grants 4.479 3.648 975 1.360 1,.27
(Managed by MPI)

6. Budget support programmes 327 0 0 109 321

Source: Fiscal Policy and Law Department, Ministry of Finance

2016

2.346 2.929

Figure 23. Implementation of grant revenue from 2014 to 2018
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2.3. Implementation of state budget expenditure in 2018

The state budget expenditure in 2018 recorded an amount of 31,866 billion Kip, accounted
for 97.1 percent of the plan and 20.9 percent of GDP, decreased by 3.67 percent compared to
2017. The state budget expenditure-to-GDP ratio has been shown a downward trend since 2015.
It reduced from 26.1 percent of GDP in 2015 to 21.5 percent in 2016, 21.8 percent in 2017 and
20.9 percent of GDP in 2018. Such decrease was because the Ministry of Finance (MoF) takes
measures on fiscal consolidation by cutting some non-essential budget expenditures. Therefore,
the state budget expenditure-to-GDP ratio decreased year by year (Figure 24).

Figure 24. Implementation of state budget expenditure
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2.3.1. Current expenditure

The current expenditure-to-GDP ratio has been decreased since 2014. It dropped from 15.6
percent in 2014 to 15.4 percent in 2015 and continued to reduce until 2017 and then to 12.5 percent
in 2018. This was driven by the government's fiscal consolidation. The main current expenditure
in 2018 consists of salaries and wages, intervention and subsidies, materials and supply, and interest
payment covering 59.8 percent of total expenditure (See Figure 25).

Figure 25. Current expenditure-to-GDP ratio in the past
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The current expenditure-to-GDP ratio in 2018 stood at 19,063 billion Kip, accounted for
94.6 percent of the budget plan and 59.8 percent of total expenditure, rose by 7.9 percent compared
to the last year. Salaries and wages stood at 10,184 billion Kip, accounted for 96.08 percent of the
budget plan and rose by 3.8 percent compared to the last year. Other allowances were 1,608 billion
Kip, accounted for 84.6 percent of the budget plan and rose by 13.8 percent compared to last year.
Interventions and subsidies stood at 1,309 billion Kip, accounted for 87 percent of the budget plan,
rose by8.1 percent compared to last year. Materials and supply stood at 2,928 billion Kip, accounted
for 101 percent of the budget plan, rose by 0.23 percent compared to the last year. While domestic
debt repayment since 2017, based on international practices, was recorded in the financing sector.
Interest payment stood at 2.596 billion Kip, accounted for 109.5 percent of the budget plan, rose
by 35.9 percent compared to last year (See Figure 206).

Figure 26. Actual current expenditure in the past
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Table 10. Implementation of current expenditure in 2018 (in billions of Kip)

2018 Actual Compared to the Compared to
(in billions of Kip) plan (%) last year (%)
1. Salaries and wages (1) + 10,183 96.08 3.84

Salaries (1) 8,242 95.85 416

3. Interventions and subsidies 1,309 87.33 7.83
4. Materials and supply 2,928 101 0.21
5. Loan interest payment (domestic and foreign) 2,596 109.57 35.85

=T e

Source: Fiscal Policy and Law Department, Ministry of Finance

2.3.2. Capital expenditure

The capital expenditure in 2018 stood at 12,803 billion Kip, accounted for 101.1 percent of
the budget plan and 40.2 percent of the total expenditure, decreased by -2.07 percent compared to
the last year. Of which, the domestic capital expenditure stood at 4,364 billion Kip, accounted for
94.8 percent of the budget plan, decreased by -15.9 percent compared to the last year. While
expenditures from foreign loans and grants were 8,439 billion Kip, accounted for 104.8 percent of
the budget plan, increased by 7 percent compared to last year (See Table 11 and Figure 27).

Table 11. Implementation of state capital expenditure in 2018 (in billions of Kip)
2018 Actual Compared to Percentage increase

(in billions of Kip) the plan (%) compared to the last year

4,364 94.8

21. Domestic capital expenditure. 8,439 104.8 7.0

Foreign capital expenditure
- Project loans (managed by MoF) 5,831 110 3.2

- Project grants (managed by Mok 680 42.8 -22.3
- Non-project grants (managed by MPI) 1,926 165.8 41.6
Total capital expenditure 12,803 1011 -2.07

Source: Fiscal Policy and Law Department, Ministry of Finance

Figure 27. Implementation of state capital expenditure (in billions of Kip)

14,000 12,617 13,074
S 12,803
12,000
10,000
8,439
8,000
6,000 5,189
4871 4,364
4000 3401 3,570 »072
o . .
2014 2015 2016 2017 2018
B State budgetfunded capital i Loan-funded and grant-funded capital wwtie Capital expenditure

Source: Fiscal Policy and Law Department, Ministry of Finance




The capital expenditure-to-GDP ratio in 2018 decreased by -2.07 percent from 9.16 percent
in 2017 to 8.40 percent of GDP compared to 2017. The domestic capital expenditure from state budget
covered 2.86 percent of GDP and from loan and grants covered 5.54 percent of GDP (See Figure 28).

Figure 28. Capital expenditure-to-GDP ratio
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2.4 Budget financing

The government carried out fiscal consolidation policies through cutting some non-essential
budget expenditures, the budget deficit-to-GDP ratio thus declined. In 2015, the budget deficit
was approximately 5.9 percent of GDP, it then declined to 5.5 percent in 2017 and 4.7 percent of
GDP in 2018. However, the revenue collection in 2018 has been improved so that the budget
deficit declined. In 2018, the budget deficit recorded 7,107 billion Kip and it was funded with
domestic and external financing sources:

e Domestic financing source includes bond issues, transactions of government’s bank deposit
account and sale of state assets recorded 2,169 billion Kip, accounted for 1.4 percent of GDP.

e External financing sources include government bonds issued in foreign countries in an
amount of 1,822 billion Kip, net external loans (foreign project loans of 5,831 billion Kip
minus external loan amortization repayments of 3,427 billion); and on-lending capital return
of 711 billion Kip. The net external financing recorded 4,938 billion Kip, accounted for
3.3 percent of GDP (See Figure 29).

Figure 29. State budget financing in 2018 (in billions of Kip)
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Figure 30. State budget financing-to-GDP ratio (Percent of GDP)
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2.5 External debt up to the end of 2018

External debt of Lao PDR from 2014 to 2018 has been increasing year by year. In 2018, it

grew about 0.9 percent compared to 2017 and LLao PDR’s external debt-to-GDP ratio was about
51.4 percent in 2018. Of which, it consisted of 34 percent of bilateral loans, 8.6 percent of
multilateral loans and 8.8 percent of government bond.

Figure 31. External debt-to-GDP ratio (%)
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IT1. State budget plan for 2019

The state budget plan for 2019 shall aim to achieve the following targets:

4.  Revenue: Estimated total revenue target (This includes revenue from grants, except revenue
from sale of state assets and on-lending capital return.) must strive to achieve 26,198 billion
Kip, accounted for 15.8 percent of GDP, increased by 5.6 percent compared to the 2018
plan. Of which includes the followings:

3) Revenue plan from external grants is estimated to 2,065 billion Kip, accounted for 7.85
percent of total revenue plan and 1.25 percent of GDP.

4)  Domestic revenue target is estimated to 24,132 billion Kip, accounted for 92.15
percent of the total revenue plan and 14.65 percent of GDP, increased by 9.4 percent
compared to the plan in 2018. Details of revenue includes:

e Tax revenue 012,320 billion Kip;

e Customs duties revenue : 7,520 billion Kip;

e Revenue from state-owned enterprise (SOE) and insurance : 2,251 billion Kip,
excluding revenue from sale of state assets and on-lending capital return;

e  Revenue from state asset management: 2,041 billion Kip, excluding revenue from
sale of state assets;

5. Expenditure: Total budget expenditure target is estimated to 33,394 billion Kip, accounted
for 20.18 percent of GDP, increased by 1.78 percent compared to the 2018 plan. Expenditure
of 24.268 billion Kip and other expenditures have been allocated to central administration,
while 9.326 billion Kip has been allocated to local administration, including:

3) Current expenditure (excluding investment) is 21,921 billion Kip, accounted for 65.64
percent of the total expenditure plan and 13.25 percent of GDP, including:
e Central administration expenditure 13,907 billion Kip;
e Local administration expenditure 8,013 billion Kip.

4) Total capital expenditure is 11,473 billion Kip, accounted for 34.36 percent of the total
planned expenditure and 6.93 percent of GDP, including:

e Foreign capital expenditure is 7,113.35 billion Kip, accounted for 62 percent of the
total planned capital expenditure;

e Domestic capital expenditure is 4,359.82 billion Kip, accounted for 38 percent of the
total planned expenditure, including:

6.  Financing: Based on revenue and expenditure targets of 26,198 billion Kip and 33,394
billion Kip respectively, the budget deficit is expected to 7,196 billion Kip, accounted for
4.3 percent of GDP (GDP was approximately 165,475 billion Kip). The net domestic
financing plan is 1,072 billion Kip and the net external financing plan is 6.125 billion Kip.
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