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5.14 Trade policy at the new stage and the images of foreign investors

by Lao PDR’

Trade statistics

General Information on FDI in Laos

- Government Policies on FDI

Special Economic Zone

’ Khanlasy Keobounphanh. Deputy Director General Foreign Trade Policy = Department Ministry of Industry

and commerce.
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- Potential Sectors with focus on Hydropower, Mining, and Agriculture
Open Door Policy
- New Economic Mechanism:
- 1986: Shifting from planned economy to a market oriented economy
- Privatization of state enterprises
- Pursuing toward Economic integration
LAO PDR IN THE GLOBAL ECONOMY
- Trade relation with more than 50 countries
- GSP Privileges : 48 countries ( EU, JAPAN, CANADA, CHINA, ...)
- NTR with USA (04/02/2005)
- Bilateral Investment Treaties with 23 countries (Investment Promotion and
Protection)
- In process of joining WTO
Advantages :
Comparative Advantages:
- Plentiful Natural Resources
- Large Area of Fertile Agricultural Land
- Varieties of Tourism Development Sites

- Virtually no damaging natural disaster

Competitive Advantages :
- One of the most Politically Stable Country in the Region
- Socio-Economic and Financial Stability
- High Security (Low Crime Rate)
- Low Labor Costs
- GSP Privileges given from 48 countries
- Liberal Laws and Regulations creating favorable business and investment
environments

Government’s Investment Policy

Promoted Activities eligible for incentives:

1. Production for export;
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Agro-processing and forestry;

Industrial processing;

Human resource development and public health;

Construction of infrastructure;

Production of raw materials and equipment to be supplied to key industrial activities;

and Development of the tourism industry and transit services.

Investment Incentives:

Profit Tax:
Zone 1: 10% profit tax 7 years exemption
Zone 2: 15% profit tax 5 years exemption and 3 years half reduction
Zone 3: 20% profit tax 2 years exemption and 2 years half reduction

Other incentives:

Exemption of import duties and taxes on raw materials and capital equipment;
Exemption of export duty on export products;

10% personal income tax on expatriate employees;

Additional tax holidays, reduced tax rates for large projects with special

concession are available upon negotiation

POTENTIAL SECTORS

- Energy

- Mining

- Agribusiness

- Tourism

- Construction Material

- Light industry

- Services

Some Major Agro-Forest Projects in Lao PDR

Oji Lao Plantation (Japan): 50.000 ha = 49 m USD
Thai Hua + NCX (ThaiLao): 2.600 ha =55mUSD
Daklak Rubber (Vietnam): 10.000 ha =30 m USD

Viet-Lao Joint Stock Rubber(Vietnam):10.000 ha =22 m USD
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- Paksong Highland (Thailand): 26.000 ha =8 m USD

- Agarwood Lao Group (Thai/Lao): =10 m USD

- Mitr Lao Sugar Co. Ltd. (Thailand): 10.000 ha =22.5m USD
- Savannakhet Sugar Corp. (Thailand): 10.000 ha =10 m USD

- Birla Lao Pulp & Plantations Co. Ltd. (India):50,000 ha= 350 m USD

Special Economic Zone.
- S-S SEZ located in the middle of EWEC

- Savannakhet is the most populated province with potential workforce

- Road no. 9 and 2nd Mekong Friendship Bridge provides access to seaports in Vietnam

(500km) and Thailand (600km)
- Tax Incentives:
- Tax Holidays: 2-10 years
- Profit Tax: 8% and 10%
- Personal Income Tax: 5%
- Loss Carried Forward: 5 years
TOURISM:
1. Eco-tourism
2. Culture-Tourism
3. Agro-Tourism

Tourism Business is now opened to FDI with Foreign Equity of up to 70%

Culture-tourism
® Rich in well-preserved culture and traditions

®  World heritage sites

Investment Procedures

Type 1 : Open Business Activities.

Type 2 : Open Business Activities with restrictions.
- Type 3 : Business Activities Required Gov. Concession.

- Business Activities Closed for Investment
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MI9N 5.1 : MINIMNTIVIVI0Y

Approval Timeframes

Investment Values Type 1 Type 2 Type 3

Investment Projects with Capital less than USD 20 million

Line Ministries/ 10 w. days 15 w. days 15 w. days
Provinces
Response to Investor 15 w. days 25 w. days 45 w. days

Investment Projects with Capital more than USD 20 million

Response to Investor 45 w. days 45 w. days 45 w. days
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