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Foreword

by the Lao National Chamber of Commerce and Industry and the Ministry of Planning
and Investment

The enterprise surveys realized within the Lao German development cooperation project
“Human Resource Development for a Market Economy” (HRDME) offer comprehensive data
on enterprise performance and business environment conditions in Laos. The availability of
reliable data, collected on a regular basis, lays the foundation for a successful monitoring of
private sector developments and the impact of respective interventions.

It is also important to note that these enterprise surveys do not only allow looking back and
evaluating the progress made in promoting the inclusive and sustainable development of a
business friendly environment. They may also serve as a basis for designing future
interventions in a need-oriented and effective manner.

Such surveys are essential for the government of Laos to define its development goals in
general and in particular regarding the improvement of the business enabling environment and
empowering enterprises to make best use of it. With respect to the integration of Laos into the
ASEAN Economic Community in 2015, we will take the results of this survey in order to
identify our remaining tasks along this integration process.

Last but not least, the enterprise surveys provide data of interest to experts, scholars, bilateral
and multilateral organizations, and the business sector itself.

The enterprise surveys for Laos — 2005, 2007, 2009, 2011 and now 2013 — within the
HRDME Project are designed in a way to gather not only quantitative data but also seek to
provide an empirical analysis on why changes — positive and negative — may have occurred.
We are very happy to have this information at hand and pleased to introduce now the fifth
edition.

The HRDME Enterprise Survey 2013 for Lao PDR was jointly elaborated by the HRDME
project partners, Ministry of Planning and Investment (MPI), Ministry of Industry and
Commerce (MolIC), Ministry of Education and Sports (MoES), Lao National Chamber of
Commerce and Industry (LNCCI) and the Deutsche Gesellschaft fuer Internationale
Zusammenarbeit (GIZ) GmbH, as well as the National University of Laos (NUoL) contracted
for data collection and analysis.

We wish to thank GIZ in general and the HRDME Project in particular for supporting this
valuable study and providing the public with such important data.

Vientiane Capital, July 2014

0 i
A . Qam E /././:L;
Somchith Inthamith Sisavath Thiravong
Vice Minister, MPI President, LNCCI

13



HRDME Enterprise Survey 2013 for Lao PDR

Acknowledgement
by the Deutsche Gesellschaft fuer Internationale Zusammenarbeit (GIZ) GmbH
This report is the outcome of a one year long process and the joint efforts by GIZ staff and the
Lao partner organizations of the HRDME project as well as contracted consultants,
researchers and university staff. I want to express my sincere gratitude towards all those, who
contributed to this work.

The framework for the ES2013 was set by the ES2013 task force, which provided valuable
advice and support, regarding the revision of the ES2013 questionnaire, the preparation of the
fieldwork as well as the formulation of conclusions and recommendations, based on the
ES2013 findings. The task force comprised all partners of the HRDME project and its advice
was much appreciated.

Bountham Sitthimanotham and Michael Schultze were responsible for updating the
questionnaire, the training manual as well as training and accompanying field supervisors and
enumerators to the interviews. Both were involved in the enterprise surveys, conducted within
the HRDME project, right from the start in 2005 and did ensure consistency and quality as
well as applied their valuable experience to this current survey.

The three weeks field work was completed in November 2013 by 40 lecturers and students
from the Faculty of Economics and Business Management (FEBM) of the National University
of Laos (NUoL). Over the years, the FEBM/NUoL proved to be a reliable and competent
partner in this endeavor and I am happy about this fruitful and professional cooperation.

Data entry and cleaning was done by a team of experts under the guidance of Salika
Khoonbaarthao, who replaced the team of the Lao Statistics Bureau (LSB) of the MPIL. The
high quality of the work, the good cooperation and flexibility from Salika Khoonbarthao and
her team was much appreciated.

I am also happy that Prof. Dr. Phouphet Kyophilavong, Director of the Research Division at
the FEBM/NUoL was this year responsible for the analysis of data. Thanks to him and his
team, we are able to hold this report in our hands and study their interesting findings.

The administrative support by my GIZ colleagues Phengsy Norintha, Duangmala
Phonesavath, Linka Douangchan, Katharina Koeller and Saskia Dworschak and in particular
Tobias Bihler regarding the coordination and supervision of the ES2013 process surely need
to be mentioned and I want to express my honest gratitude.

I am confident that the results will be appreciated and prove to be a useful guide for policy
makers, development partners, interested entrepreneurs and other stakeholders involved in
developing the private sector and strengthening SMEs in the country.

Vientiane Capital, July 2014

Armin Hofmann
Program Director, HRDME

14



HRDME Enterprise Survey 2013 for Lao PDR

ﬁn:lzu,;umsj (Executive Summary in Lao)
guaButGSutiug

1. @oneRngeaodrduiivtumaowdudstu tauseadsiugtnadieuniuidesdgyao
mugnﬁuéuwsmneuzﬁw:amuyu’%ntﬁn‘cu. onzinesiotddunssmery  Aoluastu
2991 7% U, womudulndinioiueinazdfudy wazdmwdionzurgonzfiouzaiiv
wud9lEevionininecfiugunromeuhivsgandisudipln.  Wizatiy, dundesmdme
ccmjﬁnaﬂnazcui)nsﬁngnﬁu uerifindulfl. evcounulsuindzneugoy Baunmy
fionzuzonzfionwsucuututaosdu - loonw WuaeEueegSnnrum, Wunwdesn
Wezgouniime «ar §iganwisiuioufigegngeann (FDI) way nwdsfuamncs
1.

2. Iamzingsoundey «ar My (SME) Hgplingougeciuguisivninzgiowwly was
diumurdogeginuynn. sy 90% 299 SME wludugesfiua, S10GuaH, Guiiv
sliot) way avdudingsnudSndida. SonwdurieeltuSsmefiogs oo mendiudy
2oigUzann. SxwefngouniugulaniuewnrInnziiy eoydai unzgowiwy, 3380
WumIend1 90% esyioudamnzRndiyin. Sdudamefinfideentunsmintnuzmn iy
noudwIaSnmgovsioy, (S3goutdy (:11359.L) zn"’naucé’némméjouéjasncwu‘imézﬁg}o
coudunaSaamefnezoninlmg. nwdjgentudguznndsd tardunr gouyucludiounoy
Wuigion Sswmefodwoumiciu (1) SusSnfwwnuozdodid, (2) Sudididawnneu
FroueIDUMLUINOLTIUESINIAY tax (3) 21nsyunIafiunzrntIgo.

3. UrdntiwwesIdmeRngendl 40% (lnunudncnnamdedndiuvwniuesdn, Huoyuojuy
wRy GuMta) WSunwduytinjuisdomu. muﬂuujﬁsmuwmmmﬁu Suno1utiony
2ejmum’mww?n znrmmmUinsJmwmj‘cmcaﬂmesj}muajmwuuzmng TngAgINagdznn,
mysmmmugjssmnszmo J”ﬂlJ%OEJEZJ‘]SEZUSJ’]“]UZUOZI]UU“IEUUZH"I_‘]THU (ODA) way MmNy
Aozes3Rnnmmiduniudueeitan, 39iduznsugoudniuernaefiogenuiesnssd
gnzRndinh. nudivdueeusdnfuuniuusSndtiusnsugoumedslunuesneeniuig
990 wizdrdmunordipiiesidy odamefin diddsucdriuougsianinud 201 Hingu
WL (fydtonniw, ButdEutdausiotivndamsfiogsontng Sinuindudisu
no1  WNU@LNIUAI9PY  ©ay gndnwedufivinessnnzfio  HunjuladunSsn
nrAn2wo1I03wwWInN, U9y KAz N,

4. BumSgmeRndtagswuonsfio  Sunuiionsur SME tSunwduys.  Jyrend
60% 29331z NNTNNINALIUD FrWIWNUEKNT RN TWUz0UCUtndT 2 Jeu L1, 0y
fuaeegnudsucdibaoud: (1) aowdbupmwEanzRovsmwin funwdulnmséw
wonzRotiucelusom 7.9% war Snnifudtuazdudn 4.26% WD 2012, (2) Nty
cémmaejnmﬁjz'}’mezumn‘fmﬂtnuﬁjasjﬁ1:|Uzwm, ca"’jcﬁu Sy 2 @hily 2 Do way
n'1mi’ﬁuzn::Saowﬁmmuww%zﬁ’glj (r (3) Emémcé’m‘ZUn°|11céﬂc’ﬂuszmé’néjmumuﬁﬁan

15



HRDME Enterprise Survey 2013 for Lao PDR

(WTO) 299 20U @10 Wl 2013, Bynndraziiuniudjsendudinesiarotuifivnuzmn
SRR )

5. Wnutioty, umBsmeRinaeliySusnannudidiviiisofueronintme.  Sunifoesi
amydiiao ubnwdstulafinenn way wzuslunwinisunasfiozeldd S, HuniSe
mznnazzmm‘Zmuu;au‘famuagmn‘inmsﬁn nENBUSL war MUz, SIenoras
vudied uneSuzdofuuniuesSn way Woduntaldigmnard, uasuznyofiudsmefio
eymIndazwn caz Uou gulanudiiulunmnzgin detuyifuceslunmdadnzmo.

6. i‘mmﬁmmzﬁntnuﬁo‘wca‘hsuﬁm muué‘eufsnmjﬁmcmnzﬁn (e JunIRuemnIuiRaniv
‘tﬁin‘tu.°'.|mumndeuﬁumsdxﬁnwnc’immuﬁ (e ‘L‘JUUJUzﬁnﬁwwmné‘ljeenaejmo nu
Uumuucmonm‘fmu Jun13ganeRn thranduiingzued n°11Jcasutyjmjmmmnumcwu
Fiuduinditonieznuiwdio Wsutuugsinubuyinauds mjmumm Lwemngjssngmm
car nudSniw, nwszouegtuniteninlobtigg war mudafimuing§uin e nw
O3NSy, wamé%iﬁj§u$mm§1$ouuzaﬁunannzﬁnamgn (AEC), 20nmuéinga
21234 (AFTA) waz WTO. Tuazuznjony, @‘1eJng'1m::ﬁmﬁj§u$ﬁ1nn1ntcéj§nﬁgj§u Sy
EﬂUUﬂ’%ﬂﬂﬂﬂUl@OﬂiSU§ﬂmﬂwﬂ§.

7. tuardSzmefiovsduiiviunndsumunly cay wevengedhy. TunSindugnoruen
caunINWRUSSU ﬁcﬁwéméjaﬂnwﬂaTUﬁéﬂﬁuﬁgm. n°|ucﬁué"u293’%mouazmﬁnmm‘j’ﬂfu
Ugatuluato Otduzneugoudilunudivingssnnzfomne. Hu ménnsnnméezumnz"’n
Sudu, aowsInsSetioNgInJIONy, (L énmnemﬁumufj‘e’]uﬁm Wumodufiudatiy
ndySmefiogonlnd dgwinduidudets. ndjunoiby, nwelncauesudistian
car D8DtEnmodutumsndsfiud  fnogdinmutiuingsstivndsmefogronnlng, T
azuriinuinlSdiniutadibactivdn  «ar  awsyuiigyndsdutvnitinadsuSamesio
250010N19.

lnuszwizsndpmbudwisnen, JundgweingoutngciuinofisBundanieeidy
wiolundmeeiduwwuen. O3%nevnnniisuinoruseuinomiendl Anwdjucd] way
UrSuniuniuguigueelfuoyuoy way Sunita HungutetivntSEnsiloenas. deufiviy,
w1 war emevdigyduivminlawwvensubivaditu SsmfRodislin. sneudigdBuswe
Amnegdy Ay hoidImudifuloofjandgdsan,  Syintugniesmeefongtiu
oo tuasdude. E?Ju‘Eﬁ%uﬁccbuasméajﬁuéyuﬁa%ﬂuﬁ 2012. 91NV AU
28% (33mwnomgzavzelanluaztiv 23% (2011) way gIndBamludunwzaadiou
i’mw;éu: MOJOUI (25%), (1 (23%), NI (20%) €Az U (20%) (Southichack, 2012).
N, mmﬁ‘uﬁntéﬂtﬂ ey asusunuSonwandsy  Sxdutivmtnlawwueni
M. SwzinnuouIuhiingzurdIenzawi (27.27%) 2mninduEs
(29.54%) Wuiivmiintawieueniud Funuauyzineejwon@. deudzinna1ol
céﬂﬁﬂﬁucé’s‘sz‘ﬁjz)ﬁmmijzcmm, muéuiﬁj2sjma°m°mﬁ’lc§’|ﬁﬂﬁm§’9‘cw K13001UMEI 98N
duzdn Weouuudud war Susenseinudsfiuldidoousocan. asusuNWSOM
candyu WEfnazydrtuduminlaeuenfiug Sduivandsmeingzonmnnlng nenstiu

16



HRDME Enterprise Survey 2013 for Lao PDR

ni3zsfRngsonaiioy, egamativosdgnsfiozzonnlony coudgousoutunmlsudy
AzmdYzinn. NwdyucdydnisaesiSnniniucanisy mmoﬁﬁumﬁuéw‘imé@oﬁﬁu
BYUOJU Az Bunita.

8. Doliemndrdiyiiizey SMEs Whufiuseuamnuisuen. 41.61% =29338zRndigsinttE
(fymudSniunaduniugy,  fueiudwddosovnciubiiusrenfode) war JHus
NZWINIW. FOUUIZ9IDINENN2=0INNTY (60.67%) (A 2xouinime (72.73%) mé‘tﬁtéﬂcﬁj
fusey. wwly 4 2zann2eIdxcfin, dmefingroniazwn (73.37%) waz Usy
(58.05%) noudBnngfimdsnesSamein fdESuiussumnuisuen. deufiudiy, me
no 58.97% 2933 WRndisein, HddufifuseutdintEniudrfifuseutiyio wax Ju
(JudunINE LI tﬁsmu‘ﬁumuyumuz‘ﬁnmzmugazﬁnasjwonc§1. GNELEY  (13.04%)
cludunicdfuseuiidumydendSudgmnsfioezonntng, azuzaofivbumsruidnly
O9UED ﬁc’ﬂuccujjzﬁnssuéuéﬂﬁuéﬂﬁuﬁmmzﬁn'gazwm (22.22%), 2rowInilsy (18.97%)
(T N1 (11.54%).

9. HundsmzRntiigzuninoiudsiniunuiEindusy «ar nuEndusudgBy. nudEindusy
Fingréwnwddnw  coudoowsdvme  dnudionzuguuzuwesInwds o cay
§UU:§ﬁUﬂOﬂUUﬁUﬁj?SjUlJmEﬂJﬂ“llJﬁ’lEﬁlJt{mf‘dﬁm. DS ugouniesieey/iinniuessSan
nefn2zonning (63.64%) (AT 2u0I0NI) (69.66%) ODFousoUTUNEINSUS.UNIY
030w nJuleSimefinezwIn (30.34%) Az 194 (36.36%). omm“ﬁoﬁmawmw‘cﬁ
BasoulunuEndud udwmudSm «ar Nz, (SINoUdT 21.46%. Geufiudiy, N
@ndus unméweniofinarujudiyg  WGSuniazydBaowidy  Sdunwandugazfio
WlgmzRngzomnng (1.62%) way gzonnloe) (13.79%), wazusdinuEndugunidu
NWALASIYUUEWI, 918U 1 ad1udsntw cludivdrdnouifiusiSudsnzingronn
1188 (11.68%) (AL ALWIN (22.67%).

nudinnzudingenudadvyazin cJugiusIduniudionsuiniuee IZunntnasnio.
dunudizeyiionuusum  66.44% 2odwoudswefiodisln  denwsIugbunidingy
Tl Tunduluyazio waz JaQeuadiununggin, NMUdInIu €y MusIceutlunay
Ao Wdubundingziiandy SdunudrduorSonsiiveswond wosmiowely way
Mgdecnn.

NIJANWNEN, HiNewIRtguzinn way nudug (GHorduylduzdnSudunSanzninis
o, Gyitdsrungsentidiutlooduniiieeydsoniy fdenwitigndsy syugnwdSniy
ANEN (29.28%), NINILWIRINNPYENN (17.05%) (T NWTUE (15.97%). NIUNENIUIRU
AEC sndumadufiuadumiyfigdiviitundsm:Ro o niuldigningesy i Juygiin
EMIVIANIWINAT (AT WIRINIUn0, ﬁjﬁwannéﬂtﬁmﬁjéﬂazaﬂUﬂoéjasnwzﬁom:zﬁues)j
Autey tWiuNINEYIN29I2183V. foufivii, ﬁuowﬁnazmuﬁué’ﬁwwﬁu T REIERTT
cﬁa%uUzﬁua:ﬁuﬁﬁ CUUKS069INUTUNILINNENIVRSIDIZTU.

10. JumdnzRinyndzwnituznsusou DowinduséivTunilosucuugeiniuie
gmow. Smzinesonnt) (68.54%) war e (86.36%) Muomnsutuaziuiiug, 39t

17



HRDME Enterprise Survey 2013 for Lao PDR

Sunwiivarndidoraund H3unudzdunmdugegazfio oy Jnowldlandudi,
Huoyuoju war BunitazeidsimefinaRvwn war Ueuclulsisugie, snlunwainay
war weinyugouyiudiindingzunudus. geiiy, Dy n13gnsRodnnefusmeucuy
vy, NMuatwsnsuudngrusiciulnorutdstedn war sndunudalenaldicnniy
AaeIfiv.

1. i‘mmﬁmmzﬁnﬁnmucz‘i’nzﬁ‘hc"’lﬁunmi)ﬁmneegi‘mnzuméugumj way deghy rend1ty
az00. i’mmﬁmm::ﬁn‘tﬁmaj’méﬂﬁmnzmuéuglumj (64.66%) ((Qx zﬁSJﬁu (68.86%) (LU
S1DUNDIFLNONANDT 2 TNSY. 5jﬂ"jcij1Jmwzilsjtt&j?ﬁtﬁbﬂ@ﬂucﬁw%jﬁéﬂ J0nzUIEIEN
fiuediin azfunudSnudzongodiasdivguniy aaz Suceoy W 2001 Wnuddwme s
nwduyy zg;mthszuéumsn‘tnmumcﬁuwa:ﬁﬁm, zg;ochanémamsmgm (AT JZUDINIL
szyﬁmmwﬁjzﬁwcﬁz’ﬁ‘taéu. dougimndiyme, HunSgzRntoldielo bawpuaoruddla
o vrndoa g o tunudunsusudsmeio.

12, i‘Jntanmzﬁn‘tﬁ%Uéyuémmu Njonu z‘Jnmémﬁnﬁnazu;umJj INTUOILIWINNI
Oneesiortiy wax §Jn1u§nﬁjmazﬁn. dlisenaudislly (46.18%) 293tfingsurutan
jﬂumu‘cﬁéuéqué’lomu n3yofiu JuninzujuniunualuyasinndunISuInnudnns)
fegtiv. JmeSsmefiozzminlng (40%) WugruiSnes] Lwnuél ©ay 20NN
210210 (LNCCI) ci’Jus:l::.u"|§neSjﬂumﬂéjmw"énﬁjmjzgazﬁn (BMOs) (fiogzmenudion
£NIVEIZAN, ganNmnzyInlol, (fubuds

o '

lmun 2938ueIfino1gdnigplinesidnnzuiy «ar HSuayug1agIu NJofiu Nud3udin
nJjo2efiuarujuniuirgntuyasio.

Uz NG L TUUITIRIE Y
1. Oacdunddmugnnziinusoniwn WicowazS L.
niueInIzecJutiucJuSnliino ugIuiniunueeI2uee s innyna3.c33usfin

MUGINIS U wreIn2egUzinnls U N Su SHudumaiiinio, NudSnuEnnznnuzm
wINCLUD0IUSE. (1) LUNIVISNIVIBSUA (M2 LoINIWE UL

neumuzgIn(duscas i) W6 SusSafitu. Sonzuwds iEntdawguaiuudnowwaungsf
vardfiulaniuurSneejesuoigniudud i uesougniuiiuz2I0. (2)
Lc.l'J1J:n°11Ju,;om1J'fj‘sj.umnﬁwUzcmmcwwé%maﬁuﬁzﬁ’gjcc;13n°1U%jJJccbmzc%o‘iuﬁc‘j’uﬁucczj}méu.
ﬁﬂmﬂn'%ﬂcﬁucc.ljuﬁsajéﬂﬁjcﬁjmU2:"13]z‘ﬁ1Jzn’Ijﬁmmuﬂinm:méuwwmeuuzym,
mmazu:gmccaziajmjﬁumucﬂmjjn.g}cw”nUcc,Uim’m’szUéomu;antuﬁO%ﬂUﬁcumzﬁuToum
UN2UOUSOMICANYIULILLEN (L 19

2. Juszwwronds uze InuiSnyzin Wicaw.

§9UMNNIUKIUINTUNIVLSISUNNWLLIN “VsuAY, Agluniuduyigcwwcondsy
29InwSnyrinclulnoIusiivearludagds.fiodnnzusruraigucandbugn
18



HRDME Enterprise Survey 2013 for Lao PDR

NAo s tedumuwrs WRFIEUEIUNILEEITINILCY, Az GuinTulag e LuEina. Jumwisusni
AUCLUNIVCRIBVwIL NIV, a9, cazwid/snsuiicws.
wacSalflunorug1uniuniueegguayaduiuniuesitedums Gn1ol.

3. QLoHUKLTYUNIEA TN
nucStijegyiueLududumingeedaZnct e iudIdnnsuIvazusaIIUcri taldy

J '
o o

iiINt9, wadieltdaijuigniigifiutynty:

oe

(1)Agydiuauouuiue lsnzuinwinnzuacfingsnninnty  «z  2zonniey  (SME
Bank).(2)clutiotagzi (B (WunowsSusnoNuNu Iy Inu29) SME
Tunejtiuddu (e Doz SME

(3)ccLunmduyzunslunwigucaziensgiu W uunwSuwize 3
293ringoulmecsuiaztuniudnginn.
4. Wnwaztliugeoyu21ogu €y NUYENI

nldinugzoliugzoyun1Ite10Iu (A NWYENIWE9IANT zUICLUESNU tAA
htinou. s tedumdnolnnzuiutio)tiiniugssliugsoyuiuiiucg tuniw
donzu2g0l:nddnunzinciudaiogzwizcowisudzann,bojdnmddo

2

notdigruguiis Liiudidieinu THidSNucuuINY LU 2 Jugrogucaznuduy i
ANulag o, Anazusy, Anmu kay Su9).

5. W0 mussiiugzoyunEnduSu way @intulag.

cCintulagmcsududumdisgdivesyazfin. e tedumiiiynio, Judrdudetd Inwdiumg
vz U TunIuEnsus U VB muginfisofivdintulag. niudsgwduiiu YD
dnnzurdintulagsoufivwinyazio,Jonzui,gsniduaudiouasdnsicoududn (s

S
6.MmulunoiwsSughyofiudunsiivesniuiga ulusniyiuEnneaio.

zuﬂnzgglzﬁnﬂjﬁaawcéﬂ%ccazéuéﬁiunzz’ﬁummésuimmwﬁmcamnzﬁmazﬁuwmﬁu
ccazmﬁuﬁﬂ.cc1'nJsun°1ucé’s.UIUjUnjﬁﬂULglon::ﬁoccbuﬁﬁuﬁcmzfﬁmgeﬁwmmazﬁo,
ccc'w9'mﬂzﬁtﬁnmﬁumjﬁumwﬁmtﬁumz’ﬁuzn"ljuan?u‘cas::%w.ﬁjﬁummzﬁuémawé
ccazaawcéﬂhﬁﬁjumz'ﬁuﬁjmaioaﬁnﬂuanéuﬁu,
1ag211,N1WU303WSUE U1 LU Tn01USE .

19



HRDME Enterprise Survey 2013 for Lao PDR

Executive Summary
Key Findings

1. The Lao economy faces issues with sustainability due to over dependency on the
natural resource sector. The Lao economy has been growing at a rate of more than 7% per
year, but this growth might not be sustainable because recent economic development has been
based on the natural resource sector almost solely. The current bigger mining sites are
expected to be exploited in the near future. This sector can contribute though to economic
development in the short-run in various ways - by increasing government revenues, increasing
exports in that sector and attracting Foreign Direct Investment (FDI) and other sources of
investment.

2. Most SME are primarily focused on domestic markets and foreign ownership is not
very common. Nearly 90% of Small and Medium Enterprises (SME) are controlled by Lao
owners, who tend to have a small amount of physical and financial assets as well as a
rather low level of management skills. Foreign ownership is more common in larger
enterprises. Most enterprises focus on selling their products in the domestic market, which
accounts for more than 90% of total number of enterprises. Only a small proportion of
enterprises export to foreign markets, whereas the share of (indirect) exporting enterprise is
the biggest among large enterprises. The low level of foreign exports is largely due to the fact
that the majority of enterprises (1) have rather low productivity, (2) produce goods which
quality does not meet international standards and (3) lack information about overseas
markets.

3. The performance of more than 40% of enterprises (as measured by output, turnover
and profit) has improved compared with the previous year. This improvement might stem
from rising domestic demand stimulated by large inflows of FDI, money from mining exports,
Official Development Assistance (ODA), as well as from recovery from the global financial
crisis among Asian countries, which has contributed to the expansion of these enterprises’
exports. These increases in performance have not contributed much to employment
generation because more than half of enterprises did not change the number of employees in
2012 compared to the previous year. However, the findings suggest that large enterprises have
played a more crucial role in generating employment and supporting economic growth
compared to micro, small and medium enterprises.

4. Enterprises perceive the economic climate for SME development to have improved.
More than 60% of enterprises estimated that the current economic situation was better than
two years ago. The main reasons for this change include: (1) macroeconomic stability with a
solid economic growth rate of 7.9% and a relatively low inflation rate of 4.26% in 2012,
(2) large FDI inflows, which have doubled in the past two years and consequently stimulated
strong domestic demand and (3) successful accession to the World Trade Organization
(WTO) in 2013, which is expected to increase Laos’ exports to member countries.

S. Overall, enterprises tend to prioritize large capital investments. These activities include
investments in company buildings and vehicles for business use. Large enterprises also focus
on investing in machinery, training and marketing, which are expected to increase
production efficiency and generate more profit, while micro and small entrepreneurs focus on
investing in marketing in order to improve their market access.
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6. Enterprises generally believe that economic integration and international trade
agreements have led to a reduction of trade barriers and improved Laos’ export
performance with major trading partners. Many entrepreneurs share the view that
economic integration is important for progress in terms of improving market access for
exporting goods and services, providing new opportunities and easier access to imported
products and services and attracting more FDI inflows to Laos. Two thirds of entrepreneurs
indicated that they are aware of the ASEAN Economic Community (AEC), the ASEAN
Free Trade Area (AFTA) or WTO. At the same time, many enterprises also expect
increasing competition as a consequence of import tariff reductions.

7. Enterprises face a number of internal and external constraints. Firms perceive the
lack of capital to be their most significant internal constraint. A recent increase in the number
of financial institutions in Laos has not contributed much to economic growth. Complex
application procedures, high collateral requirements, and high lending rates are
significant reasons why most enterprises cannot access credits. Additionally, a shortage of
both unskilled and skilled labor has become a significant impediment hindering the growth
of large enterprises, while low levels of technology and high labor costs are significant
issues for medium enterprises.

In terms of significant external constraints, the majority of enterprises are more concerned
about domestic competition than international competition. Small firms are more
sensitive to shocks and experience greater volatility in terms of turnover and profit
compared to larger firms. In addition, high taxes and duties are important external issues for
most enterprises. High taxes harm competitiveness and deter FDI, leading to less economic
growth. This finding is consistent with the fact that in 2012, corporate income tax in Laos was
28%. This is higher than the world average of 23% (2011) and higher than the rates in
neighboring countries such as Vietnam (25%), Thailand (23%), Cambodia (20%) and China
(20%) (Southichack, 2012).

Electricity, fuel prices and exchange rate regulation are also important external issues. A
substantial number of entrepreneurs view high electricity prices (27.27%) and high fuel prices
(29.54%) as major external issues for their businesses. As Laos imports all of its oil from
foreign countries, the fluctuation in the import price of oil makes it difficult for producers to
plan inputs and outputs accurately. Foreign exchange rate regulations were identified as a
more important external problem for large enterprises than for smaller enterprises, since large
firms are more involved in international transactions. A small change in foreign exchange
rates can have a larger effect on turnover and profit.

8. Less than half of SMEs have received external financing. 41.61% of all enterprises had
access to financial services, even though most firms are located in urban areas and hold
bank accounts. The share of medium and large enterprises, which had access to finance
accounted for 60.67% and 72.73%. Among the four enterprise sizes, micro (73.37%) and
small (58.05%) firms accounted for the largest proportion of firms not receiving external
financing. In addition, more than 58.97% of total firms, who had access to finance used that
access and borrowed money from banks to support their businesses development. Money
lenders (13.04%) are alternative financial sources for large firms, while family members
were important financial sources for micro (22.22%), small (18.97%) and medium (11.54%)
firms.

9. Enterprises expressed a need for training and vocational education. Management
training is very important for improving the quality of management and ensuring the stability
of business performance. A greater percentage of owners/managers of large (63.64%) and
medium (69.66%) firms have been involved in management training compared to micro
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(30.34%) and small (36.36%) firms. Many entrepreneurs have participated in business
management and marketing training, which accounted for 21.46%. In addition, training in
laws and regulations was identified as necessary for doing businesses in medium (11.62%)
and large (13.79%) firms, while quality management and occupational training and safety
were seen as vital for small (11.68%) and micro (22.67%) firms.

Improving entrepreneurial skills is vital for developing business competitiveness.
Owners/managers of 66.44% of the total number of firms want to learn new business skills
and consider marketing, management and formulating business plans to be the most
essential skills necessary for promoting their products in domestic and foreign markets.
Customer service, foreign language and accounting skills are considered a priority for
most enterprises, as indicated by the fact that many owners/managers want their employees to
learn customer services (29.28%), foreign languages (17.05%) and accounting skills
(15.97%). Preparing for the AEC might be one key reason firms want their employees to
improve their customer service and foreign language skills, as they expect that they will be
able to export their products to ASEAN markets. In addition, appropriate accounting skills are
important for ensuring that accounting systems are in compliance with ASEAN standards.

10. Enterprises sizes have played a crucial role in determining the types of tax payment.
Medium (68.54%) and large (86.36%) firms paid tax through an accounting system, which
is considered to be more accurate for estimating business performance as well as more
transparent. The turnover and profit of micro and small firms is relatively small, less
predictable and staff often lacks accounting skills. Therefore, these firms usually pay taxes
on a lump sum base. Paying taxes that way is less transparent and may be open to
bargaining.

11. Enterprises are more satisfied with central and local government services than in the
past. Firms reported the central (64.66%) and local (68.86%) government as being more
helpful compared to two years ago. This might reflect the fact that the government
implemented a one-stop service at both the central and provincial levels in 2001 with the
aim of improving the ease of doing business, shortening document procedures and providing
faster approval for investments. As a consequence, most newly established firms report
greater satisfaction and savings in registration costs.

12. Firms received information about business laws and regulations from both local
authorities and business organizations. Slightly less than half (46.18%) of respondents
reported receiving information about business regulations from the local authorities. Many
large firms (40%) are members of the Lao National Chamber of Commerce and Industry
(LNCCI) or other Business Membership Organizations (BMOs) in order to expand their
production networks, seek new markets, see their interests represented in front of the
government and receive information about changes regarding business regulations.

Policy Recommendations

I. Implement appropriate macroeconomic policies.

The recent appreciation of the real exchange rate might contract non-booming sectors by
leading to a decline in the competitiveness of these enterprises. To counteract these effects,
the following macroeconomic policies are recommended. First, financial windfalls from the
resource sector should be used to stimulate non-resource sectors. Policymakers need to strive
to balance the budget and promote the production of tradable goods without neglecting
important investments. Second, increased foreign borrowing during the boom times has had a
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major impact on tradable goods as a result of real exchange-rate appreciation. Therefore, Laos
needs to reduce foreign borrowing during the resource boom. Any prospective borrowing
could be spent on human resources, infrastructure, and health care development projects.
Finally, because the appreciation of the real exchange rate will hinder the development of
non-booming sectors (agriculture and manufacturing), adjusting the exchange rate and
controlling inflation is necessary.

I1. Improve the climate for doing business.

As enterprises face declining competitiveness in non-resource sectors, improving the business
climate for the private sector is crucial. Despite the Lao government’s significant efforts over
the previous years to improve the business climate, it is still poor compared with neighboring
countries. Enterprises continue to face internal and external constraints. The main perceived
internal constraints are access to finance and low levels of technology; the main external
constraints are competition, electricity prices, and excessively high taxes and duties.
Therefore it is important to solve these problems in order for enterprises to increase their
competitiveness and productivity.

I11. Support access to finance.

Despite the government’s concerted efforts to facilitate firms’ access to finance, this
remains one of the most significant problems enterprises face. To address this persistent
problem, the government could implement the following policies. First, it is important to
inject money into SME promotion and development funds in order to provide adequate
funds to meet SMEs’ demand. Second, as information about such promotion and
development funds may not be widely known, the government should promote awareness of
how to access finance through these funds by a targeted campaign. Third, application and
documentation processes should be simplified as most owners of SMEs do not have high
levels of education. Fourth, it is important to conduct more qualified assessments of loan
requests that focus more on the viability of business ideas rather than collateral.

IV. Expand information and support services.

Enterprises do not seem to rely much on the government for information and support
services. Thus, providing these necessary services remains a significant problem. To address
this issue it is important to increase funding for information and support services, as well as
increase the capacity building of service providers. An increase of the number of service
providers from foreign countries in the field were local providers are lacking capacity may
be beneficial for diversifying the types and quality of services offered. Currently, most
training focuses on accounting and management. Training should be provided on a wider
variety of topics, including innovation and use of technology.

V. Provide training, encourage research and technology transfer.

The low level of technology is a major obstacle for enterprises. Firms’ training needs are
quite high but the supply side from private firms, the government, BMOs, international
organizations, and NGOs seems to be limited. In order to overcome technology limitations,
funding for research, innovation and technology development activities should be increased.
In addition, the private sector, the universities and the government should strengthen their
cooperation on innovation and technology development. Finally, developing
entrepreneurship training and incubators is important for improving innovative capacities
and fostering technology transfer.

VI. Increase awareness of the impact of regional and global economic integration.
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It seems that enterprises are not aware of the challenges posed by regional and global
economic integration (i.e., integration into to AEC and WTO). Although this integration
might eventually have more positive than negative consequences, it seems likely that in the
short-run it will have a more negative than positive impact because Lao enterprises lack
competitiveness in comparison to their neighboring countries. Therefore, it is important to
increase the enterprises’ awareness of the upcoming changes coming along with economic
integration and empowering them to make best use of it through trainings, seminars and the
media.
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6. Political and Economic Background
6.1 National Reforms and Strategies

6.1.1 Economic Reforms

Laos began to move away from a central planned economy when it introduced the New
Economic Mechanism (NEM) in 1986. This reform has opened an opportunity to private
sector development, the key reform programs of this legislation included: 1) price
liberalization, 2) tax reform (financial reform), 3) privatization of State Owned Enterprises
(SOEs), including collective enterprises in the agriculture sector, 4) banking reform and 5)
an “open door policy”. These changes released great potential for the private sector,
especially in terms of participation in international trade. A more detailed discussion of key
policy measures of the reform programs follows.

Promoting private ownership

Promoting private sector ownership and privatization of SOEs entailed in particular
promoting private land use rights and privately ran businesses as well as opening up for
Foreign Direct Investment (FDI). In 1988, the first law on FDI promotion was approved.
This was amended in 1994 and merged in 2009 with the law on domestic investment
promotion into one law- the Law on Investment Promotion, which provides equal rights to
all investors. Before the introduction of the NEM, there were more than 340 SOEs. As of
2010, there were 223 SOEs, of which 200 were 100% state owned and 23 were Joint-
Venture SOE’s.

Price and trade liberalization

Before implementing the NEM in 1986, there were for instance different fixed prices for
civil servants. Afterwards the Lao Government adopted the “one market” principle by
abolishing price controls and paving the way for other reforms in the trading system to
advance trade liberalization. However, in order to regulate market mechanisms, the Lao
government still controls and intervenes in the prices of some strategic goods, in particular
petroleum, electricity, water and rice.

Banking reform

The main banking reform program introduced in tandem with the NEM replaced the
previous single state owned and controlled banking system with a two-tier system, created
by separating central banking from commercial banking. The Central Bank Law (1990)
formally enacted this separation by defining the scope of central banking activities and
establishing the Bank of Lao PDR (BOL), which has primary responsibility for exercising
control over monetary and financial developments through indirect instruments. Under the
two-tier banking system, commercial banks have provided banking services such as
mobilizing deposits and allocating credit. Banking reform has continued by focusing on the
reconstruction of State Owned Commercial Banks (SOCBs), which in 2010 accounted for
59.3% of all banks, and the liberalization of private banks. Increased competition with new
private banks has provided an incentive for SOCBs to improve their performance, risk
management, governance as well as products and services.

In 2011, Laos launched with support from the Korean and Thai Stock Exchanges its first
own stock exchange. So far, two SOEs - Electricite du Laos (EDL-GEN) and Banque Pour
Le Commerce Exterieur Lao (BCEL) - and one private company - Lao World Public
Company (LWPC) - are listed in this new market. The recently appointed Lao Securities
Exchange Commission has developed the regulatory and supervisory framework for capital
markets.
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Fiscal reform

Fiscal reforms, which are part of the NEM included 1) the reform of the tax system, 2) the
creation of a ceiling for the total level of public expenditures and budget deficit, 3) the
establishment of an allocation mechanism and 4) the provision of an institutional framework
and the upgrading of administrative capacity and procedures to facilitate the implementation
of the revised budget policy. A number of specific laws and programs have subsequently
been adopted. In 2005, the Tax Law was approved and applied to individuals, legal entities
(including SOE’s), and foreigners who carry out business or earn a salary on a permanent or
temporary basis in Laos. In 2008, the Public Finance Management Strengthening Program
(PEMSP) was implemented. The PEMSP has been applied to reforms on both the revenue
and expenditure sides as mandated by the Budget Law of 2007. In addition, by the end of
2009 the centralization of the treasury, customs, and tax authorities, mandated by the revised
2006 State Budget Law, was completed. On the revenue side, several laws have been
promulgated and implemented by the National Assembly. In July 2007, a new Audit Law
was promulgated, and in January 2010 a value added tax (VAT) was introduced.

6.1.2 National Social Economic Development Plan and Strategy Framework

The 7th Five-Year Socio-Economic Development Plan (NSEDP-7), the main development
strategy of the Lao Government, was formulated in order to set out policy directions for the
socio-economic development of Laos from 2011 to 2015 (GoL, 2011). The NSEDP-7 was a
research-driven plan that comprehensively reviewed both external and internal conditions in
order to identify development opportunities and challenges during the five year period it
covered. The vision of the Lao government as articulated in the NSEDP-7 included moving
the country towards being a modern and industrialized society, enjoying rapid economic
growth with stability, visibly improving the living standards of the people, achieving the
Millennium Development Goals (MDG) by 2015 and making significant progress towards
the ultimate achievement of graduating from Least Developed Country (LDC) status by
2020.

To achieve this vision, the NSEDP-7 specified the following four goals: (1) ensure rapid and
sustainable economic growth at no less than 8% Gross Domestic Product (GDP) growth per
year, so that GDP per capita estimated for 2015 would be about US$ 1,700 per person per
year at current prices; (2) achieve the MDGs (including poverty reduction) by 2015, acquire
modern technologies and infrastructure, and establish a diverse economic foundation to
move the country out of its LDC status by 2020; (3) ensure sustainable development by
integrating economic development with social-cultural development and environmental
protection and (4) ensure political stability, fairness and order in society as well as maintain
public security.

In addition, the NSEDP-7 emphasized the importance of the country’s integration into
regional and global economies, in particular with respect to AEC and WTO.

The Industrialization Strategy Towards 2020 is one part of the Lao National Development
Strategy, which identifies five key industries as drivers of industrialization and growth in
Laos. In order to reduce poverty and escape from LDC status in 2020, the Lao government
adopted the National Growth and Poverty Eradication Strategy (NGPES), which provides a
framework for economic growth and poverty eradication (GoL, 2004).In order to achieve
socio-economic development as specified in the NSEDP-7 and overcome the poverty as
detailed in the NGPES, the Lao government has promoted foreign direct investment and the
private sector.
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6.2 National Policies

6.2.1 Monetary Policy

Prior to 1988, the State Bank conducted both central and commercial banking activities
and the monetary policy framework was implemented through direct monetary
instruments. However, in 1988, the Lao government began major reforms aimed at
transforming the financial system in line with the objectives of the NEM (Kyophilavong,
2010).

The State Bank was reorganized into a two-tier system, with central banking separated
from commercial banking. The Central Bank Law (1990) formally enacted this
separation by defining the scope of central banking activities and establishing the
Bank of Lao PDR (BOL), which has primary responsibility for exercising control
over monetary and financial developments through indirect instruments. Under this
two-tier system, the BOL has fully implemented its monetary policy. According to this
monetary policy framework, price stability is the ultimate goal of the BOL’s policies,
which also aim to support economic growth in order to reduce poverty (Kyophilavong,
2010).

The BOL implements monetary and exchange rate policies, using the Quantity Theory of
Money' to set an annual growth rate for money supply as an intermediate target and in
line with the GDP growth rate towards long-term price stability. Operational targets aim
at money reserves and interest rates, which are closely monitored in order to attain the
intermediate target. A reserve requirement rate, BOL bills, treasury bills, bank rates and
refinancing facilities are the main monetary policy instruments. Nevertheless, the
implementation of monetary policy still has a number of shortcomings.

There are four main reasons for these limitations in monetary policy. Firstly, the Lao
economy is a partially dollarized economy and so the monetary authorities cannot conduct
their policy effectively (BOL et. al, 2002). Secondly, a lengthy and opaque decision-
making process makes implementing monetary policy inefficient. According to the BOL
law, all key monetary policies and action plans have to be approved by the government
(BOL et. al, 2002), which is time consuming. Thirdly, the undeveloped financial situation
means the BOL has very limited monetary policy instruments with which to conduct
effective monetary policy. The bond market is still at an early stage of development and its
volume is too small to operate effectively in the open market. Lastly, the BOL lacks
business expansion funds and general reserve accounts to compensate for losses sustained
from the implementation of monetary policy (BOL et. al, 2002).

6.2.2 Fiscal Policy

During the pre-reform period, the Lao budget structure looked like those of other socialist
countries in which the public sector played an important role in terms of both the revenue
and the expenditure sides (Bourdet, 1994). Since the NEM was implemented in 1986, the
Lao government has adopted a number of fiscal reforms. These reforms have addressed both
revenue and expenditure sides of the budget and consist of three main components. The first
and most important component was the reform of the tax system. The second was the

" In monetary economics, the quantity theory of money refers to the relationship between money
supply and price level. It is debateable if the quantity theory holds true in the long run.
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establishment of an allocation and a total level of public expenditure. The third was a reform
of the institutional framework and an upgrading of administrative capacity and procedures
to facilitate the implementation of the revised budget policy (Bourdet, 1994).

The main objective of the fiscal framework based on the NSEDP-7 is to support growth and
reduce poverty (GoL, 2010). In order to achieve this, the government has increased total
investments. Therefore, adequate government income sources and effective government
expenditures are essential in order to achieve these fiscal policy objectives.

While the government is continuing to reform the fiscal system, some issues still need
attention. First, there is lack of qualified staff and modern office equipment for monitoring
and checking actual business performance (Lathouly, 2000). Second, the government
implemented a VAT in 2009, which requires close coordination between the Tax, Customs
and Treasury Departments (World Bank, 2008). Third, the government finances budget
deficits through foreign sources such as loans and grants. It is important to consider the
potential of domestic finance by improving the quality and quantity of treasury bills. In
addition, the high burden of external debt may cause a debt crisis and macroeconomic
instability.

6.2.3 Trade Regime

Since trade policies are the core of the overall development strategy, their formulation and
implementation has generally been in synch with the different stages of economic
development in Laos. The evolution of the Lao economy and trade can roughly be divided
into two phases: centrally-planned economy and trade control (1975-1985) and market-
oriented economy and export promotion (1986-present) (Suvannaphakdy, 2013).

Prior to 1986, the Lao government had control over foreign trade (Otani and Pham, 1996). A
battery of interventions, including foreign exchange controls, protective tariffs, and import
restrictions, were employed to shield the domestic economy. Both exports and imports were
monopolized by the state, except trade made by joint public and private companies or a few
SOEs. Along with measures like trade deficit financing and selective credit allocation, these
policies had significant impacts on Laos’ early economic development.

However, the external trade system was liberalized in 1987 following the major economic
reforms in 1986, resulting in the elimination of most of these restrictions on trade in 1988. To
promote exports, two types of export promotion policies were implemented. The first type
aimed at removing or neutralizing distortions resulting from protectionist policies enacted
during the centrally-planned economic system. It included liberalization of the foreign
exchange allocation system, substitution of tariff for nontariff protection and rebates of import
duties. The other type involved the provision of new incentives for exports, to which the
establishment of export processing zones and tax incentives for exports belong.

Together with the continued domestic liberalization, Laos has been integrating into the
regional and global economy. Laos joined ASEAN in 1997 for geopolitical and economic
development reasons and has gradually integrated into ASEAN over time. The agreement on
the Common Effective Preferential Tariff (CEPT) scheme within the ASEAN Free Trade
Area (AFTA) requires Laos to eliminate all of its import duties by 2015. In addition, Laos
joined the WTO in 2013 and thus increases its access to export markets. This also implies a
further opening of the Lao market to foreign goods and services.
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International trade expansion in Laos will provide a number of new opportunities and
challenges. The opportunities include increased access to a larger variety of intermediate
products and equipment for many rural people. This may enhance productivity, stimulate
cross-border information and technology spill-over on production methods, product design,
organization methods and market conditions.

Unfortunately, not all of the effects of increased trade would necessarily be positive. To begin
with, Laos currently enjoys only limited benefits from AFTA as the country is characterized
by SME producing low-end products and adding only little value to these products. Secondly,
policies aimed at increasing the key export products of mining and hydropower could lead to
land and water scarcity as these resources are consumed for mining activities and hydropower
development. Finally, removing all tariff barriers could lead to a more severe trade deficit,
which could in turn result in a depletion of international monetary reserves, currency
instability and eventually a slowdown of economic growth.

6.2.4 Investment Regime

In order to graduate from LDC status by 2020, the government has implemented several
strategies to develop the private sector and foster FDI. It has emphasized especially
exported-oriented sectors that have comparative advantages, promoted respective FDI
and focused on domestic natural resources to enhance economic growth and eradicate
poverty (GoL, 2004).

6.3  Economic Performance and Challenges

6.3.1 Economic Performance

Except during the Asian financial crisis of the 1990s, Laos has achieved high rates of
economic growth since its transition to a market economy. GDP growth averaged about 8%
over 2011-2013 and has enhanced the industrialization process. The industrial sector has
grown by more than 10% since 2002 as the importance of the agricultural sector has declined.
In 2013 GDP was distributed across the agricultural (25.2%), industrial (28.0%) and service
(38.9%) sectors and others (7.9%). As labor force participation in the industrial sector has
increased, productivity growth has been stimulated and is reflected in rising real GDP per
capita, from US$ 243 in 1990 -1995 to US$ 1,329 in 2011-2013 (see table 6.3.1-1).

This rapid economic growth was even accompanied by a fair macroeconomic stability. Over
2011-2013, the average inflation rate was held to single digit, a huge improvement over the
average inflation rate of 57% during 1996-2000. The exchange rate was also stable during
this period.
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Table 6.3.1-1: Macroeconomic development in Laos2

Macroconomic Indicator 2011-2013 | 2006-2010 | 2001-2005 | 1996-2000 | 1990-1995
Population growth (%) 2.04 2.16 1.58 2.07 2.71
GDP growth (%) 7.98 7.98 6.24 6.17 6.28
GDP per capita (constant 2000 US$) 1329 841 371 302 243
GDP per capita growth (%) 6.10 5.90 4.58 4.00 3.44
Money supply growth (%) 31.90 38.34 20.18 66.04 30.92
Inflation, CPI (%) 5.92 4.98 10.31 57.00 15.27
Trade balance /GDP (%) -0.30 -0.59 -10.43 -17.03 -13.02
External debt stock (% of GDP) 76.50 101.10 129.86 152.99 160.25
Budget deficit/GDP (%)-including grants -2.85 -2.53 -4.13 -4.87 -7.95
Budget deficit/GDP (%)-excluding grants -9.26 -6.05 -6.04 -8.88 -11.52
Exchange rate (kip per US$) 8018 9056 10164 4094 727

Even though Laos has been maintaining high economic growth, low inflation and a stable
exchange rate, serious macroeconomic challenges remain. First, Laos has faced chronic twin
deficits in budget and trade balances. Over 2011-2013, the budget and trade deficit accounted
for about 9.26% (excluding grants) and 0.62% of GDP, respectively. The budget deficit is
mainly financed by Official Development Assistance (ODA), while the trade deficit is
financed by FDI and remittances. The fiscal situation is not strong in Laos and continued
increases in budget deficits could accelerate inflation and lower the value of the Lao currency
— the Kip, potentially leading to the type of economic instability experienced during the Asian
financial crisis. Second, there is a huge gap between savings and investment. The savings rate
is low because average income is low and the underdevelopment of the financial sector. The
banking sector is inhabited by the state commercial banks, which are not fully performing
important banking functions. > Third, Laos also faces a high external debt burden.
Accumulated external debt accounted for more than 76% of GDP in 2011-2013. If Laos
becomes too dependent upon foreign finance, potential difficulties meeting its debt
obligations could cause an external debt crisis and lead to macroeconomic instability.
Fourthly, as the Lao economy is dependent on the resource sector” this could have a negative
long-term impact in the form of Dutch disease, which is characterized by the following four
features: (1) real exchange rate appreciation, (2) declining input in non-booming sectors, (3)
declining exports and output in non-booming sectors and finally (4) declining real GDP
(Corden, 1984; Corden and Neary, 1982).

6.3.2 Sustainable Economic Development and Poverty Eradication

% See World Bank (2014b) and Asian Development Bank (ADB) (2014).

*More details about financial issues, and monetary and exchange rate policies in Laos are discussed in
Kyophilavong (2010).

* According to the World Bank (2014), the resource sector contributed about 2.83 percentage points to
the growth rate over 2008 to 2013. The resource sector accounted for about 60% of all exports in 2013,
a share that is expected to increase under expected ongoing development in the hydroelectricity and
mining sectors. Revenues from resource sectors as a share of total revenues rose to 2.6% of GDP in
2010, a share that is expected to rise under continued growth in the sector.
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Sustainable long-term economic growth

Lao government policies prioritize rapid and sustainable growth, but the current situation
suggests several obstacles for maintaining long-term economic development. First, the natural
resource sector, in particular mining and electricity generated from hydropower, is the main
driver of growth and the primary source of foreign currency export revenues. However,
current mining sites will be exhausted by 2030 and the major hydropower projects will be
completed by 2025. Moreover, there is the risk that the growth of export revenues from the
natural resource sector, compounded with relatively large FDI capital inflows and ODA,
could lead to Dutch Disease, Secondly, rapidly stimulating high growth requires a large
amount of investment capital, which can lead to economic instability (i.e., a high inflation
rate). Finally, the government investment budget relies heavily on ODA, which currently
accounts for about 70 % of total public investments. In order to graduate from LCD status by
2020, the Lao government needs to mobilize both domestic resources and FDI, since ODA for
a non-LDC will be limited. Hence, ODA dependency is not conducive to long term
development.

Human capital

Human resource development is one of the three pillars of socio-economic development and
one of the ultimate goals of development. The Human Development Index (HDI) is one of the
key indicators for meeting the MDGs and for graduating from LDC status. However, although
Laos’ HDI increased from 0.517 in 2008 to 0.543 in 2012, it still lags behind those of other
ASEAN countries such as Singapore (0.894), Thailand (0.690), Vietnam (0.617) and it is only
slightly better than that of Myanmar (0.498). Even if Laos is able to realize the MDGs by
2015 and graduate from LDC status by 2020, it will need to make a great effort until 2030 to
strengthen its human capital in order to be competitive within the context of regional and
global integration. To realize these goals, Laos will need to increase the government budget
and attract more private investment in order to develop the social sector, particularly
education and health care.

Firm competitiveness and labor productivity

As Laos becomes more integrated into regional and global economies through the AEC, East
Asia Free Trade Area and WTO, competition with other member countries will increase. So
far Lao firms in general are less competitive in a number of points.

According to the most recent 2014 Doing Business Indicators by the World Bank, overall
Laos ranked 159 out of 189 countries that were assessed, among the worst in the region. More
specifically, Laos ranked poorly in terms of closing business, protecting investors (187"),
getting credit (159™), paying taxes (119™) and dealing with trading across borders (161™)
(World Bank, 2014).

Additionally, export and import costs are relatively high. Exporting products required 10
documents, took an average of 23 days and cost the equivalent of 1.55 times Gross National
Income (GNI) per capita in 2013 (1,950 USS$). Similarly, importing goods required 10
documents, took 26 days and cost the equivalent of 1.52 times GNI per capita in 2013 (World
bank, 2014). Laos has high transportation costs due to its land-locked position and has a
comparatively high tax burden for enterprises.

Other critical weaknesses include low labor productivity, which is lower than the average
labor productivity of neighboring countries (Kyophilavong, 2008). Furthermore, Lao firms
face various constraints such as difficulties in accessing finance, obtaining highly skilled labor
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and applying appropriate marketing know-how (Kyophilavong, 2008). Given these
conditions, increasing firm competitiveness and labor productivity will be a crucial challenge
for the Lao economy as regional and global integration proceeds.

Ensuring environmental sustainability

Environmental sustainability is also one of the three pillars of development. Although a
number of laws and regulations related to environmental issues have been approved and
implemented, enforcement has in many cases been ineffective and ensuring both
environmental sustainability and economic development continues to be controversial.

As a result of economic growth, population growth, urbanization, mining- and hydropower
development projects, infrastructure development and loose environmental management
mechanisms, the country’s abundant natural resources including biodiversity, land, and rivers
have deteriorated considerably. This degradation threatens not only biodiversity but also the
various market- and non-market benefits natural resources provide for local communities as
well as the local-, national- and global quality of life.

The impact of global climate change will also be a major challenge for the Lao economy. The
average global temperature is estimated to increase by 1°C by 2025 and 3°C before the end of
the next century. This could create major natural disasters, particularly floods and drought,
Whichswill damage the agriculture sector, decrease agriculture productivity and increase food
prices’.

Social safety net

As a result of increasing life expectancy, the elderly population will increase by 2030. In
addition, workers, government officials and others will require better social welfare programs,
comparable to those of other countries in the region and the world. Although different types
of social safety nets have been developed, Laos still faces numerous challenges. First, social
protections are currently quite limited and the majority of the population remains without
healthcare coverage. The ratio of health care fund contributors to the total population is only
2.9% and the ratio of pension beneficiaries and contributors to the total labor force is only
6.2% (Leebouapa, 2010; Kyophilavong, 2012). More importantly, the benefits of social
protection schemes are relatively low and not always sufficient to meet the need of the
beneficiaries. To provide full health care coverage and increase benefits, it is necessary to
develop a comprehensive social protection strategy, which would include fund raising,
establishing social protection institutions, improving management and capacity building as
well as pooling of human resources. Second, the current administrative capacities of formal
social security systems are limited. The majority of the labor force is relatively poor, under-
employed and works in the informal economy in rural and remote areas. Thus it is difficult to
increase the coverage of the informal sector both in terms of members and contributors. Third,
the population is aging and life expectancy at retirement is increasing, extending the duration
of retirement benefits and increasing the burden on social protection funds. Fourth,
government revenues, as the main source of the social assistance, in particular to the very
poor, are limited and insufficient to provide adequate coverage. Overall, the provision of
social protection programs is still in the early stages, coverage is insufficient, and
expenditures on social protections are quite low compared to other countries (ADB, 2011).

> Kyophilavong and Takamatsu (2011) simulate the impact of climate change on macroeconomic
variables in Laos by an increased price of rice and a reduction of productivity.
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6.4 Support of the Lao-German Development Cooperation

In 2003, the governments of Laos and Germany agreed upon the Human Resource
Development for a Market Economy (HRDME) project in order to assist in the transition
from a centrally planned to a market-oriented economy, in line with the NSEDP-7 (2011-
2015).

In 2011 both governments agreed on a joint strategy for Lao-German development
cooperation. This strategy defines two fields of action within the larger priority area of
sustainable economic development: private sector development, which is covered by the
Economic Development and Employment Promotion (EDEP) Programme.® HRDME, with a
total period of 10 years, from 2004-2014, is an EDEP project subdivided into two
components: (1) private sector and SME development and (2) vocational education and
training. Although it is a nationwide project, since 2011 it has focused especially on
Champasak and Luang Prabang provinces. HRDME has a number of Lao partners, including
three ministries (MPI, MoIC and MoES), the Secretariat of the National Committee for
Special Economic Zones, SNCSEZ (since 2013); LNCCI, the European Chamber of
Commerce and Industries in Laos, ECCIL (since 2012) and private sector representatives,
such as the Association of Lao Garment Industries (ALGI) and the Lao Coffee Association
(LCA). In 2011 the MolIC became counterpart of an additional Lao-German development
cooperation project “Supporting Lao’s integration into regional markets within the context of
the Enhanced Integrated Framework™ which concluded at the end of 2013.

The principal approach of both projects has been to contribute to the general objectives of the
EDEP programme, which in its updated version states ‘The framework conditions for the
development of competitive enterprises, especially SMEs, in Laos has improved’. HRDME in
particular aims to improve the environment for business and investment by encouraging
public-private dialogue, streamlining administrative procedures, supporting selected Business
Membership Organizations (BMOs) and sectors (tourism, coffee, tea and garment), promoting
SME development, and implementing a national labour market-oriented Technical Vocational
Education and Training (TVET) system.

The HRDME project has been implemented in three phases. The first phase, carried out
between 2004 and 2007, was geared towards achieving the objectives mentioned above. The
main instrument used to capture the impact on development was a survey of enterprises in
selected provinces and districts—the Enterprise Baseline Survey of 2005 (EBS2005)—which
was intended to be repeated every two years. Phase two, carried out from August 2007 to July
2011, also used enterprise surveys (ES2007, ES2009) as the main instrument to capture
changes in the business environment, especially for SMEs. The project’s third phase, carried
out between August 2011 to July 2014, aims to ensure that “public and private organizations
in the fields of private sector development and vocational education exercise their mandate in
a coordinated and efficient manner.” It again relies on enterprise surveys (ES2011, ES2013)
as tools for analysing the business environment and the state of trade integration as well as for
monitoring the impact of both projects and the overall EDEP programme.

The enterprise surveys also provide baseline data for two recently initiated EDEP projects:
Regional Economic Integration of Laos into ASEAN, Trade and Entrepreneurship
Development (RELATED) and Vocational Education in Laos (VELA). RELATED will focus

% EDEP is designed for the period 2011 to 2017 and was updated in 2013 in order to incorporate
adequately projects starting at the end of 2013 — RELATED and VELA
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on improving the business enabling environment in relation to AEC and on supporting the
private sector preparation for AEC, mainly through the institutional capacity development of
selected business membership organizations. VELA in turn aims to improve the regulatory
framework for TVET, enhance the practical orientation of TVET and cooperation between
TVET institutions and the private sector, and integrate especially disadvantaged groups is not
the TVET system. RELATED and VELA are designed to carry on the efforts of earlier
projects, such as “Supporting Lao’s integration into regional markets within the context of the
Enhanced Integrated Framework™ project, which has already ended and the HRDME phases
out end of July 2014.

Beyond their value in assessing the general business environment, the set of enterprise
surveys conducted between 2005 and 2013 are crucial for evaluating the impact of the EDEP
program and its integrated projects (HRDME, “Supporting Lao’s integration into regional
markets...,” RELATED and VELA) and thus constitute an essential part of Lao-German
development cooperation.
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7. Survey Methodology and Implementation

7.1 ES2013 Task Force

As in the previous HRDME enterprise surveys (EBS2005, ES2007, ES2009 and ES2011), the
ES2013 was managed by a Task Force (TF) with officially assigned staff from all HRDME
partner organizations - the Investment Promotion Department (IPD) and Department of
International Cooperation (DIC) of the MPI, the Foreign Trade Policy Department (FTPD)
and the Department of Small and Medium Enterprises Promotion (DoSMEP) of the MolC, the
LNCCI, the Department of TVET at MoES, and assigned GIZ consultants, such as the
FEBM/NUoL The TF was co-chaired by the Deputy DG of DIC and the HRDME Programme
Director. The objectives outlined above were to guide and advice on the design and the
conduct of the survey as well as formulate profound policy recommendations respectively.
The cooperation in the TF is also seen as an exercise in capacity building for concerned
counterpart organisations and aims to ensure the relevance of the questions and findings for
policy decision making in the respective policy fields, i.e. enabling business environment,
SME promotion, trade promotion and human resource development (labour market-oriented
vocational education. The ES2013 showed a further developed sense of ownership of the Lao
partners, especially MPI/DIC.

The sample design, the revision of the ES2013 questionnaires, the interviewer manual,
organisational issues related to the field work as well as data interpretation and the
formulation of conclusions and recommendations were done by the ES2013-TF. The main
purpose was to ensure continuity of the questionnaire for inter-temporal comparisons (of
enterprise characteristics, performance and constraints as well expectations) but also to
include questions related to the new set-up of the EDEP programme and its projects,
especially with regard to ASEAN-related trade issues and further extension of cooperation in
the field of vocational education in preparation for the newly designed projects RELATED
and VELA.

7.2 Questionnaire

The questionnaire remained, for the most part, the same as the ones used in previous ES.
Some questions were reformulated in order to enhance the quality of answers. These
adjustments followed the expressed interest of project partners and stakeholders, especially in
accordance with the new trade focus within the EDEP program in order to better reflect some
major trading patterns. Additional input into the upgrading of the questionnaire was provided
by MolC concerning the preparation for AEC and MoES in the field of vocational training.
The questionnaire (attached as an annex to this report) captured the following main enterprise
aspects:

I. Basic data

II. Characteristics of the business/entrepreneur

ITII. Business problems and constraints (internal & external)

IV. Skills

V. Business Development Services

VI. Business Taxes and Finance

VII. Free comments

7.3  Enterprise Population and Sample Description

The decision to rely on the tax- instead of the business registry for sampling purposes was

again justified by the fact that the reform of the business registry system was still not finished.

On the other hand business registry does not foresee the requirement of informing about

closure of a business so that the Enterprise Registration Office (ERO) captures only the

number of established enterprises, but not of businesses active at a certain moment in time.
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This can be provided though by the tax registry as the tax offices require a re-registration
every year.

Nevertheless, accessibility and reliability of tax registration data presented also some
problems for the sampling of the enterprise population for the 2013 survey. As registration
data are collected at different levels (tax registration at central, provincial and district levels),
those were not always consistent and up to date. Especially in Luang Prabang province the
interviewers were confronted with the problem that literally none of the companies listed with
the tax office as newly registered (in contrast to re-registered) and selected as replacement for
closed or not traceable businesses were established in 2011 or later.

As a reference for the ES2013 sample, the total number of enterprises registered with the Tax
Department in Laos as of 2013 was 94.583 (2011=78,461). The calculated increase in
numbers of enterprises of 20% needs further explanation. When looking at the timeline of the
tax register it seems that in 2011 in Vientiane Capital the enterprises paying taxes based on
“green cards” were not included as in 2013 the number of enterprises is back to the level of
2009. Otherwise differences accounting for about 50% of the total number of enterprises in
Vientiane Capital are hard to explain. If taking this into account the number of enterprises
remained at the same level as 2011 (78,461 in 2011 vs. 79,752 in 2013, an increase of 1.6%
only).

Table 7.3-1: 2012-2013 registered enterprises

sector category
Province 3 Trade Senvices
§ 2 total of
€ E s sectors
b 5 — H g (4+7+13) -
5 2 2 = 2 |
N g% 3 28 2| g | s 3 | §
L 2 s 8 Z| & 2 S 3 2| 3 s 1 2 3 4 5 6 7 s &
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 | 18 19 20 21 22
01 |VTE cap 29221 | 1.428| 5241 - 5.241 8162 | 8162| 14831] 175 103] 376 630] 2956| 3.391] 474| 8105] 14390
[02 [phongsal 934 75 494 24 518 28 33| - 341 93| 854 9] 1| - 47 934
[03 [Luang Namtha 2188 | 111 662 662 | 307 w] - 188 [ 282 804 | 1577 4 4 52 136] 1279] 1475 611
04 [oudomxay 4275  179] 1928 22 1950 55 54 62| 1474 2146] 4275 3 4] 203] aas| 624 46| 151] 1476 -
05 |Bokeo 1.605 112 561 15 576 234 19 9 30 213 505 1.193 29 10 43 11 22 132 534 781 412
[06 [Luang Prabang | 6569 | 200 | 1426 - 1426 | 1556 65 38| 287| 47| 2503 a4219] 116 22| 83| 8| 369| 1936] 1.607] 4219] 2350
07 [Houaphanh 3124 | 101 1.539 14| 1553] 380 43 21| 382 826 | 2.480 33 21 6] 55 61 631| 981| 1838 644
08 |Sayaboury 5.675 339 1.744 1.744 2.735 2735 4.818 104 10 213 314 935 1.630 374 3.580 857
09 [Xieng khouang| 5736 | 113] 2037 - 2037 4% 60| - 172 741| 14es| 3615[ 111 2] 21| 18 42 106] 1184 1.408] 2121
[10 [vientiane 7808 | 338 4175 25 a200] 719 81 302 2078 3270] 7808 835] 1728] e61| 801| 408| 2845] s30| 7.808] 5002
11 [Bolikhamsay 4667 | 224 1.375 172 1547 330] ssof - 75| 38| 1283] 3054| 141 47] 102 60 535 997 1777] 3659 1613
[ 12 [khammouane 346 | 192 849 37 886 | 239 40 2] 499 780 1858| 133 40 39 27 229 769)  621] 1.858] 1288
13 [savannakhet 7.828| 538 2038 1] 2.049] 1010 45 1186 | 2241 4828 182 17] 102| 88| a420] 2040] 1979] as28[ 3000
14 |Saravan 1.395 108 539 7 546 198 27 237 462 1.116 1.027 - 84 5 9 1.125 279
15 [sekong 972 35 554 7 561 56 33 19] 268 376 o72| 933 74 1| - 1348 2.356
["16 [champasak 7342 | 295| 4078 - 4078 | 639 59 - 1735| 2433 6.806| 139 28| 127] 173| 547 207 19m| 562 536
[ 17 |Attopeu 1.591 106 963 11 974 1 37 7 463 508 1.588 83 15 44 20 34 98| 441 735 856
provinces 94.076 | 4.494 | 30.203 345 | 30548 | 6.745 | 1.140 47| 1568 | 21.430 | 30930 | 65972 | 4.898 | 2.50[2.473[ 2.737[ 7200 18312[ 13873 [ 51433 34049
central 507 - - - -
total 94.583 | 4.494 | 30.203 345 | 30548 6.745] 1.140 47] 156821430 | 30930 65972 4.898| 2150 2.473[ 2.737] 7.200[ 18312] 13873 s1.433] 34049

Source: Tax Department / Ministry of Finance

Since 2009 the total number of enterprises registered at tax department under MoF developed
as follows:

Table 7.3-2: Number of enterprises registered at tax offices 2009, 2011 and 2013’

2009 2011 2013
Vientiane
capital 28.243 14.223 29.221

Phongsaly 846 1.133 934

Luang.
Namtha 2.661 1.718 2.188

7 Source: Tax Department / Ministry of Finance
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Oudomxay 1.939 4.266 4.275
Bokeo 1.376 2.054 1.605
Luang.

Prabang 4.410 6.968 6.569
Houaphanh 2.167 1.920 3.124
Sayaboury 8.180 7.448 5.675
Xieng

Khouang 2.455 3.284 5.736
Vientiane 7.937 7.808 7.808
Bolikhamsay 3.435 5.460 4.667
Khammouane 2.375 3.105 3.146
Savannakhet 5.600 6.789 7.828
Saravane 2.376 2.073 1.395
Sekong 814 972 972
Champasak 6.914 7.080 7.342
Attapeu 1.283 1.707 1.591
Provinces 83.011 78.008 94.076
Central 1

70 453 507
Total 83.181 78.461 94.583

The distribution of all registered enterprises by province is shown below in figure 7.3-1:

Figure 7.3-1: Provincial shares of tax registered enterprises in 2012-2013
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The total enterprise population of the selected districts of the five sample provinces amounts
to 56.2% of all registered enterprises in Lao PDR in 2012/13, thus covering four of the
economically most important provinces of Lao PDR (plus one ‘rural’ province: Luang
Namtha).

7.3.1 Enterprise Tax Registration in Sample Districts

The selected districts in the five sample provinces, except Luang Namtha province, achieved
an increase in numbers of registered enterprises compared to two years earlier with mixed
results in Champasak province (increase in Pakse, but decrease in Pathoumphone and Khong).
The selected districts in Luang Namtha province experienced a decrease of 27%. Distircts in
Vientiane Capital and Savannakhet province showed an increase of registered businesses of
10 and 13% respectively, whereas Luang Prabang province showed strong growth of numbers
in Luang Prabang and Ngoy districts against a big drop in Nambak district.

Again some of those data provided by local authorities require caution or additional checks.
So the fivefold increase of businesses in Outhoumphone district and in Savannakhet province
may only be explained if one suspects that in 2013 the ‘green card’ holders were in contrast to
all earlier years included. The significant drop of enterprises numbers in Nambak district
(Luang Prabang province) may be best explained by the reverse process — now excluding
‘green card’ holders. Detailed investigation in Luang Prabang district revealed that the drop in
2011 was due to incomplete data as the list provided included only enterprises registered at
provincial level thereby not listing the many enterprises registered at district level. The data of
2013 are back in line with those from 2009. All other figures seem at least plausible.

In Luang Namtha province all three districts showed substantial decreases of number of
businesses being highest in Muang Sing at -50,9%, followed by Viengphoukha (-36,1%) and
Luang Namtha (-10,5%) district.

Table 7.3.1-1: Number of Enterprises registered with tax office in sample districts over time

Chanthaboury | 850 1.046 1.554 1.642 1.934 117,78 124,45

Xien'tizine Naxaithong 133 178 414 561 579 103,21 139,86
apita Saythany 529 538 646 754 840 111,41 |130,03

Luang Namtha | 529 387 1.007 1.214 1.086 89,46 107,85

Luang Namtha |Sing 367 292 540 746 366 49,06 67,78
Viengphoukha | 155 96 131 205 131 63,90 100,00

Luang Prabang | 601 1.370 1.722 578 2.112 365,40 | 122,65

Luang Prabang | Nambak 209 383 838 587 180 30,66 21,48
Ngoy 153 233 275 280 311 111,07 [113,09

Kaysone 854 1.590 1.863 2212 118,73 |139,12

Savannakhet* | Outhoumphone 249 399 325 1.781 548,00 | 446,37
Xepon 302 167 204 271 132,84 |162,28

Pakse 737 1.727 2.334 2.068 2.290 110,74 |98,11

Champasack | Pathoomphone |12 252 574 763 674 88,34 117,42
Khong 170 383 572 437 424 97,03 74,13

*Savannakhet not included in the EBS2005
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Over the complete timeline since 2005 urban centers show the highest growth rates with the
exception of Pakse district, which stagnates since 2009. Muong Sing district seems to be a
special case as Chinese investment dominates the economic development there and leading to
closure of many Lao enterprises.

Figure 7.3.1-1: Enterprises registered 2005, 2007, 2009, 2011, and 2013 in Sample Districts
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7.3.2 Enterprise Sample - Closures and New Entrants

To the extent possible, enterprises that were surveyed in the 2005, 2007, 2009 and 2011 were
surveyed again in the ES2013.

Of the 722 enterprises surveyed in 2013, 222 were totally “new” and 500 had participated in
earlier surveys.

Table 7.3.2-2: Number of new enterprises to survey (EBS2005, ES2007, ES2009 and ES2011)

2007 2009 2011 2013
new total new total new total new total

Vientiane Cap. 21 150 77 177 46 177 32 173
Chantaboury 13 99 42 110 25 110 26 110
Naxaithong 3 16 6 17 3 17 3 16
Saythany 5 35 29 50 18 50 3 47

Luang

Namtha 39 80 42 76 18 76 42 76
Namtha 24 50 20 42 9 42 25 42
Sing 13 24 15 24 7 24 12 24
Viengphouk

ha 2 6 7 10 2 10 5 10

Luang

Prabang 12 80 96 154 32 154 21 156
Luang

Prabang 8 49 65 99 30 99 7 100
Nambak 1 17 20 35 2 35 10 35
Ngoy 3 14 11 20 0 20 4 21

Savannakhet 100 100 69 157 37 157 62 157
Kaysone 69 69 42 103 32 103 33 103
Outhoumpho 16 16 12 27 2 27 9 27
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ne
Xepon 15 15 15 27 3 27 20 27

Champasak 14 80 110 164 41 164 65 160
Pakse 12 64 82 123 30 123 53 117
Pathoompho

ne 0 1 9 10 7 10 8 12
Khong 2 15 19 31 4 31 4 31

unknown 1

New to survey 186 395 174 222

Total 490 728 728 722

A number of enterprises that were in operation in 2005, 2007, 2009 and 2011 however, were
not reachable at the time of the follow-up 2013 survey. The most frequently cited reasons for
this were that the businesses closed temporarily, had moved, changed ownership, could not be
located again or only worked when orders were placed. Additionally, there were a significant
number of business closures. Another group of owners or managers was not interested in the
survey.

Overall, a share between 1.52% and 19.44% of the total registered enterprises in the targeted
districts of the five sample provinces were surveyed, which seems irritating. The
inconsistencies of provided data (especially concerning inclusion of “green card” holders)
may at least partially explain the huge discrepancies. In average 4.75% of all registered
enterprises in the target districts have been included in the survey and providing a sound
statistical foundation.

Table 7.3.2-3: Share of sample sizes to total registered enterprises, by province (in percent)

Vientiane ChanFaboury 10,12 9,46 7,08 6,70 5,69
T Naxaithong 9,77 8,99 4,11 3,03 2,76
Saythany 10,64 6,51 7,74 6,63 5,60
Namtha 491 12,92 4,17 3,46 3,87
Luang :
Namtha Sing 3,00 8,22 4,44 3,22 6,56
Viengphoukha 2,58 6,25 7,63 4,88 7,63
L Luang Prabang 6,82 3,58 5,75 17,13 4,73
Bedbang Nambak 7,66 4,44 4,18 5,96 19,44
Ngoy 7,19 6,01 7,27 7,14 6,75
Kayson 8,08 6,48 5,53 4,66
Savannakhet | Outhoumphone 6,43 6,77 8,31 1,52
Xepon 4,97 16,17 13,24 9,96
Pakse 7,06 3,71 5,27 5,95 5,11
Champasak | Pathoomphone 8,33 0,40 1,74 1,31 1,78
Khong 7,65 3,92 5,42 7,09 7,31
Average 7,24 5,91 5,70 5,95 4,75

Note: Savannakhet province was not part of ES2005

As the SME Law adopted in 2011 does not provide a clear definition of SME the definition of
Small and Medium Enterprises (SMEs) as given in the Prime Minister’s Decree 42 was still
used for this enterprise survey. The definition uses actually three criteria to define small,
medium and large enterprises, namely assets, turnover and number of employees. For this
survey (as in previous enterprises surveys of this type) only the number of employees has
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been taken into consideration. To better capture the specific characteristics of SMEs, an
additional distinction was made between micro and small sized enterprises, since the Decree

does not mention a lower limit for small enterprises.
Thus, the surveyed enterprises have been classified into the following categories based on the

average number of employees per anno®:
e Micro enterprises (1-2 staff)

Small enterprises (3 -19 staff)
Medium enterprises (20-99 staff)
Large enterprises (100 and more staff)

Figure 7.3.2-4: Enterprise survey sample size
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The ES2013 covered 728 firms, six questionnaires were dropped due to major inconsistencies.
Therefore, the total of usable questionnaires were 722, which states a decrease by 0.82%
comparing to the ES2009 and ES2011.

7.4  Firm Size Development of Enterprises 2011-2013

In order to understand the development of enterprises better, those within ES2013, which
were surveyed already in 2011, were analyzed. 605 enterprises were identified to meet this
requirement of which 123 were micro, 364 small, 91 medium and 27 large enterprises (table

7.4-1).
Table 7.4-1: Enterprises by size

Frequency Percent

Micro 123 20.33%

Small 364 60.17%

Medium 91 15.04%
Large 27 4.46%
Total 605 100%

¥ The term “employee” includes permanent full time worker, -part-time worker, as well as temporary
worker.
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Out of 123 micro enterprises in 2013, about 70 firms (56.91%) remained their size class, but
48 (39.02%) micro enterprises developed to small enterprises, four (3.25%) to medium
enterprises and one firm to a large enterprise (table 7.4-2).

Table 7.4-2: Firm Size Development 2011-2013 (Micro Enterprises)

Frequency Percent

Micro 70 56.91%
Small 48 39.02%
Medium 4 3.25%
Large 1 0.81%
Total 123 100%

Of the 364 small enterprises surveyed in ES2011, 61 firms (16%) became in 2013 micro
enterprises, while 281 firms (77%) remained the same. Only 19 firms (5%) became medium
enterprises and three firms (0.8%) became large enterprises (table 7.4-3), indicating that small
enterprises face difficulties in developing into medium and large enterprises.

Table 7.4-3: Firm Size Development 2011-2013 (Small Enterprises)

Frequency Percent

Micro 61 16.76%
Small 281 77.20%
Medium 19 5.22%
Large 3 0.82%
Total 364 100%

Of the 91 medium sized enterprises surveyed in ES2011, 47 firms (50%) did not change their
size, while 37 firms became small enterprises and five became micro-enterprises. On the other
hand, only two firms became large enterprises (table 7.4-4), indicating that medium
enterprises not only have difficulties developing into large enterprises but also that they have
trouble maintaining their size, as about half of them became small enterprise.

Table 7.4-4: Firm Size Development 2011-2013 (Medium Enterprises)

Frequency Percent

Micro 5 5.49%
Small 37 40.66%
Medium 47 51.65%
Large 2 2.20%
Total 91 100%

Concerning size developments of large enterprises, 15 firms (55%) did not change at all.
However, eight firms had moved to medium-enterprises, three firms had moved to small
enterprise and one firm have moved to micro-enterprises (table 7.4-5). It shows that large

firms face difficulties and hard competition.

Table 7.4-5: Firm Size Development 2011-2013 (Large Enterprises)
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Frequency Percent

Micro 1 3.70%

Small 3 11.11%

Medium 8 29.63%

Large 15 55.56%
Total 27 100%

7.5  Fieldwork

Preparation for the survey took place from mid of June to November 2013, during which time
the survey team worked with the ES2013 TF to:

* Review and adapt the questionnaire and survey manual,

* Prepare and issue official approval letters and notices to target provinces,

* Discuss ES2013 sampling and establish plans for the field work,

* Build and train the survey team,

* Pre-check the availability of businesses sampled in 2011.

Due to delays with the preparation, the actual fieldwork was conducted November 11 to 29,
2013. Delays resulted from late agreements within the TF on the questionnaire. Also
information letters to the provinces were issued late, but once send to the provinces
cooperation in the respective provinces and districts was supportive. Based on experiences
from 2011 enterprise lists for all districts were well prepared and transmitted to the provincial
Departments of Planning and Investment (DPI), in charge of contacting firms initially, in
advance.

Challenges with impact on the data collection during the fieldwork included:

* Incomplete or inaccurate data from the Tax Offices,

* Gaining direct access to managerial level staff (In many cases, especially in urban centers,
two or more attempts were needed to meet with managers, slowing the survey process),

* An increasing number of owners or managers not willing to respond to the questions.

Actual interviews were conducted by students from FEBM/NUoL. The total team consisted of
36 students and four lecturers, acting as supervisors, and two fieldwork supervisors from
MOoES and MolC. For the fieldwork in the provinces the team was divided into two groups of
18+2 each, working from November 17, 2014 until November 28, 2014 in the northern
(Luang Prabang and Luang Namtha) or southern (Champasak and Savannakhet) provinces
respectively. Additional fieldwork time before and after the mission to the provinces had to be
spent in Vientiane Capital.

Fieldwork was supported by staff of the respective DPIs at province and district levels who
also coordinated with local tax offices. Each province/district nominated one coordinator for
support of the fieldwork. All coordinators were very supportive and contributed to the fast
accomplishment of the tasks of the fieldwork. Cooperation with local authorities was good.
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8. Detailed Enterprise Survey Findings9
8.1 Basic Enterprise Characteristics

8.1.1 Enterprises by Size

In terms of enterprise size categories, it was found that small firms accounted for more than
half of ES2013 respondents. This was followed by micro firms, which accounted for 23.4% of
the total of observations. The proportion of small (by 2.1pp) and micro (by 4pp) firms
increased slightly during the period 2005-2013. On the other hand, the share of medium and
large enterprises decreased from 16.4% and 5.1% in 2005 to 12.3% and 3.1% in 2013 (figure
8.1.1-1).

Figure 8.1.1-1: Enterprise size development based on number of employees
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8.1.2 Enterprises by Age

Figure 8.1.2-1 indicates that the largest proportion of enterprises (33.1%) were 0-5 years old.
It was found that firm age increases with enterprise size, as illustrated by figure 8.1.2-1: The
most common age bracket for micro firms, representing nearly half of these firms, is 0-5 years
of existence. The most common age bracket for small (30.8%) and medium (23.4%)
enterprises is 6-10 years of existence and the most common bracket for large enterprises
(45.5%) is 21 years or more of existence. However this information can’t be transferred to the
general business environment as the survey by its methodology tries to trace the companies in
the sample of the previous survey and replaces not traceable ones by newly established
enterprises thereby not reflecting the age composition of the enterprise population as a whole.

? It has to be noted that within chapter 8 primarily the findings of the ES2013 are presented and
analyzed according to firm sizes, if not stated otherwise. Partially trends over time, comparisons
between provinces or other cross-sectional analyzes are employed, but then indicated unambiguously.
More detailed analyzes in those respects can be found in chapter 9 and the annexes to this report.
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Figure 8.1.2-1: Enterprise age structure by enterprise size'’
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Figure 8.1.2-2: Enterprise age by sector (ISIC)

100% -
90% -
80% -
70% -
60% m 21+ years
50% m 16 - 20 years
40% - 11 - 15 years
30% - m6 - 10 years
20% mQ -5 years
10%

0% - . . . ] ] ]

Section Section Section Section Section Section Section
A C F G H 1 N

The breakdown of enterprise age for the categories of the International Standard Industrial
Classification (ISIC) system is summarized in figure 8.1.2-2. Table 8.1.3-1 on the next page

' Since single relative values are added up without prior rounding, but are depicted as rounded
relative values due to program limitations of the underlying computer program, in single cases an
aggregation based on the depicted rounded relative values leads to 99.99% or 100.01%. Calculations
are correct, but the mode of presentation is unfortunate.
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explains the section coding. Among the seven most common categories within the ES2013
sample, firms representing wholesale, retail and repair of motor vehicles (Section G) have the
largest proportion of very new businesses, with 38.6% of firms in this category being only 0-5
years old. Since these businesses do not require a large investment of capital, they can easily
be set up. More than half of firms involved in administrative and support services (Section N)
are between 6-10 years old and approximately one third of enterprises involved in agriculture,
forestry and fishing (Section A) are between 11-15 years old. Finally, construction firms
(Section F9 have the largest proportion (23.5%) of well established businesses (more than 21
years old) compared to firms in the other categories. This is because the construction business
requires large investments in capital and skilled workers. Thus, only competitive and
experienced firms, with in consequence higher survival rates, can operate this type of
business.

8.1.3 Enterprises by Sectors

Firms who participated in the ES2013 were classified according to the products they produced
or services they provided based on the ISIC system, as summarized in Table 8.1.3-1. The ISIC
system allows for classification of production and services on four levels: section (letter
code), division (two digits), group (three digits) and class (four digits). In order to group the
enterprises into statistically meaningful numbers they have been aggregated by sections (letter
code). However, every firm can be identified in the raw data set by its class (four digits).

Table 8.1.3-1: Enterprise by ISIC letter code

Code Sectors Frequency Percent
A |Agriculture, forestry and fishing 6 0.83%
B [Mining and quarrying 2 0.28%
C  |Manufacturing 99 13.71%
D  |Electricity, gas, steam and air conditioning supply 3 0.42%
E  |Water supply; sewerage, waste management and remediation activities 5 0.69%
F  |Construction 34 4.71%
G |Wholesale and retail trade; repair of motor vehicles and motorcycles 315 43.63%
H  |Transportation and storage 28 3.88%
I Accommodation and food service activities 143 19.81%
J Information and communication 8 1.11%
K  |Financial and insurance activities 8 1.11%
L  |Realestate activities 1 0.14%
M  |Professional, scientific and technical activities 8 1.11%
N  |Administrative and support service activities 30 4.16%
P |Education 10 1.39%
Q  |Human health and social work activities 2 0.28%
R Arts, entertainment and recreation 4 0.55%
S |Other service activities 10 1.39%
U  |Activities of extraterritorial organizations and bodies 6 0.83%

Total 722 100%

Table 8.1.3-1 shows that the most popular types of businesses, accounting for 43.6% of the
total enterprises, were firms involved in wholesale and retail trade; and repair of motor
vehicles and motorcycles. This was followed by firms involved in accommodation and food
service activities (19.8%) and manufacturing (13.7%). However, it is important to remember
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that this number does not reflect the size of the firms or the value of their output, but is

derived merely from the raw number of businesses in each ISIC category.

8.2 Characteristics of Owners and Managers of Enterprises

8.2.1 Gender, Age and Nationality

The percentage of female owners has increased steadily with each ES, from 36.2% in 2005 to
47.5% in 2013. Consequently, the gap between the shares of male and female owned
enterprises has narrowed, from 27.6pp in 2005 to 5.0pp in 2013 (figure 8.2.1-1). This shows
that the participation of women in business activities has improved year by year.

Figure 8.2.1-1: Women owned/managed enterprises by year
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Figure 8.2.1-2: Trend of proportion of female owners by firm size
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Comparing the proportion of female owners across time indicates that the aggregate share of
female ownership increased from 36.2% in 2005 to 47.5% in 2013. However, this figure
conceals some variation in female ownership according to enterprise size. Between 2007-
2013 more women than men owned micro businesses. The difference between female and
male ownership ranged from 4.0pp to 14.8pp. For small and medium enterprises, the
proportion of female ownership improved by 6.4pp and 9.9pp respectively during the period
2005-2013. On the other hand, the share of female owners for large enterprises decreased
slightly from 20.0% in 2007 to 18.2% in 2013 (see figure 8.2.1-2).

Figure 8.2.1-3: Gender of owner/manager by firm size"'
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Figure 8.2.1-3 indicates that overall ownership and the gender of managers are fairly balanced
in 2013. However, the proportion of male owner/managers is much higher in medium (67.1%)
and large firms (81.8%). It seems that, the larger the size of the enterprise, the smaller the
number of female owners/managers. This can be attributed to the fact that in traditional Lao
culture men are often seen as leaders in society and that man typically still have better access
to education than women and thus may be better equipped to run large operations.

Figure 8.2.1-4: Age of owner/manager by enterprise size
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" The terms “owner” and “manager” are often referred to as of no major differences throughout this
report. This is due to the fact, that most interviewed firms are of small (micro) size and an effective
differentiation is of unsubstantial relevance.
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Figure 8.2.1-4 shows that overall, the greatest proportion of owner/managers (32.2%) are
between 41 and 50, while 34.6% are younger than 41. However, enterprise size seems to
correlate positively with the age of owners/managers: owner/managers of micro and small
enterprises are younger than owner/managers of medium and large enterprises. This is not
surprising, as large firms are involved in various types of businesses both domestically and
internationally and so must employ highly qualified and experienced managers.

Figure 8.2.1-5: Nationality of owner/manager by firm size
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The nationality of owners/managers can be an important indicator of business diversification
and the presence of international networks. Overall, most enterprise owners/managers
(94.7%) are Lao (see figure 8.2.1-5). Nevertheless 15.7% of medium and 18.2% of large
enterprises are owned by foreigners — in total 1.5% by Chinese, 1.0% by Vietnamese, 1.3% by
Thai and 1.5% by others. The fact that rather medium and large companies are owned by
foreigners can be explained as follows. Selected small businesses are preserved for local
people, as for instance stipulated in the Lao Tourism Law, where it says that foreigners are
not allowed to own guesthouses. '> Most foreign firms on the other hand have advantages in
terms of capital, production networks, and technology and may go for large operations more
easily than local firms.

8.2.2 Education

The level of education can make a significant contribution to enterprise performance. Figure
8.2.2-1 shows that the educational level of business owners/managers correlates positively
with the size of the businesses. The most common level of education attained by
owners/managers of micro and small enterprises was upper secondary and lower secondary
for micro firms (approximately 30%), while the largest proportion of owners/managers of

"2 According to investment laws, there are actually no restrictions for foreign investors to set up small
and medium enterprises. These laws do not officially define minimum investment, which might
prevent foreign investors from setting up small and medium enterprises, but such minimum
requirements have been observed in reality though.
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medium enterprises (46.1%) completed higher education and the largest proportion of
owners/managers of large enterprises (40.9%) earned post graduate degrees. Since micro and
small enterprises in Laos are family businesses, owners/managers of these firms learn the
business from their parents rather than from school. In contrast, medium and large enterprises
deal more often with complex issues as diversifying investments or exporting to foreign
markets. This requires higher levels of education and management skills. Differences in levels
of education can lead to different businesses aims.

Figure 8.2.2-1: Education of owner/managers by firm size
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8.3  Production Inputs and Customers of Enterprises

8.3.1 Primary Customers
Overall, the vast majority of firms (96.7%) sell their products mainly in the domestic market,
which is relatively small. Only a small proportion of firms exports directly to foreign
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markets'. Figure 8.3.1-1 indicates that nearly half of firms sell their products (44.5%) to
individual customers and another third (33.0%) to urban merchants or businesses. On the
other hand, the proportion of enterprises selling their products to export companies is quite
low - only 3.3%. Large enterprises are the main suppliers to export companies, while a small
proportion of micro enterprise (9.1%) can export their goods directly to foreign markets. Most
firms cannot access foreign markets because (1) lacking competitiveness due to relatively
lower productivity, (2) producing goods with quality not meeting international standards, (3)
lacking information about overseas markets and/or (4) facing legal constraints, as enterprises
cannot directly export by themselves and are obliged to export through specialized import-
export companies.

Figure 8.3.1-1: Primary customers by firm size
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'3 Respondents were asked to rank their customers as follows, “most important”, “second most
important” and “third most import”. In order to simplify the analysis, only the “most important”
customers were taken into consideration here.
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8.3.2 Production Inputs

Enterprises mostly rely on inputs for their production, purchased in Lao PDR, which accounts
for over two third of the total inputs. Purchases from neighboring countries, primarily
Thailand, account for additional 17.3%. For micro (81.0%) and small (72.0%) businesses (see
figure 8.3.2-1), this reliance on domestic inputs is even more pronounced. In contrast,
medium and large enterprises have access to both internal and external input sources. A robust
production network and experienced managers are important factors in allowing these firms to
access various input sources.

Figure 8.3.2-1: Source of inputs by firm size
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8.4  Enterprise’s Experienced and Expected Performance

8.4.1 Past Performance

Tracking changes in performance is one useful way to investigate enterprise growth. To gauge
enterprise performance in terms of profit, survey respondents were asked to indicate whether
their profits had increased, remained unchanged or decreased. They were also given the
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option of indicating that they did not know. In order to give a brief impression on changes in
profits over time, the results of the ES2013 and previous surveys are presented in figure 8.4.1-
1.

Figure 8.4.1-1: Development of profit changes regarding previous year'
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Most firms went through mixed times, as evidenced by the fact that more than half of
respondents reported that their profit increased in 2007 and 2011. In contrast, their profit
declined by 7.6pp in 2009 compared to 2007 and by 9.9pp in 2013 compared to 2011.
Overall, the percentage of firms reporting higher profits decreased from 51.4% in 2007 to
40.9% in 2013.

Figure 8.4.1-2: Output in 2012/2013 compared to 2011/2012 by firm size
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' ES2005 data on profit change regarding previous year was incomplete
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Analyzing enterprise performance by enterprise size indicates that larger enterprises perform
better than smaller ones (figures 8.4.1-2, 8.4.1-3 and 8.4.1-4). Large enterprises outperformed
medium enterprises in terms of their output (85.7%), turnover (81.8%) and profits (63.6%),
when asked to compare their performance in 2012/2013 to 2011/2012 Meanwhile, small
enterprises on average had an approximately 6.5pp higher output, turnover and profit than
micro enterprises. These findings can be explained for instance by the fact that large
enterprises can import new technologies to boost their production. The production costs of the
increased output are relatively low and they can export more products to foreign markets. On
the other hand, small and medium sized enterprises are highly dependent on internal inputs
with a relatively low production capacity.

Figure 8.4.1-3: Turnover in 2012/2013 compared to 2011/2012 by firm size
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Figure 8.4.1-4: Profit in 2012/2013 compared to 2011/2012 by firm size
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Although many firms reported increased profit and turnover regarding the previous year, the
majority of firms (66.4%) reported that they had the same number of employees in 2012/2013
as in 2011/2012 (see figure 8.4.1-5). However, this aggregated number masks important
differences in employment for the four enterprise sizes. While more than half of micro, small
and medium enterprises reported that they did not change the number of their employees, a
sizeable majority of large enterprises (81.8%) generated more employment in 2012/2013
compared to the previous period. These findings suggest that large enterprises have played a
crucial role in generating employment and thus supporting economic growth.

Figure 8.4.1-5: Employment in 2012/2013 compared to 2011/2012 by firm size
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8.4.2 Expected Performance

To give a slight impression on the expected performance changes over time, figure 8.4.2-1
depicts the respective responses since 2007%. More than half of entrepreneurs indicated
optimism by expecting their profits to increase in the next two years. This expectation has
steadily increased since 2009 from a low of 57.1% to the current figure of 65.0% in 2013.
This increase in that aspect of performance might stem from rising demand stimulated by
large inflows of FDI as well as from a recovery from the global financial crisis among Asian
countries, which may have contributed to the expansion of enterprises’ exports.

> ES2005 data on expected profit changes in the next two years was incomplete.

55



HRDME Enterprise Survey 2013 for Lao PDR

Figure 8.4.2-1: Development of expected profit change in the next two years
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Figure 8.4.2-2: Expected changes in output for the next two years by firm size
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Figures 8.4.2-2 to 8.4.2-4 provide more detailed information regarding respondents’
expectations about their firms’ future performance. Across all enterprise sizes, most
respondents (approximately 65%) expect their firms output, turnover and profit to increase in
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the next two years. These findings are consistent with the fact that the strong economic
growth rate (7.9%) in 2012'® was an important signal for most enterprises to plan to expand
production and in consequence may lead to increased turnover and profit. However, an even
larger proportion of medium and large enterprises (an average of 76%) tended to be optimistic
in their expectations of increased turnover and profit compared to micro and small enterprises

(an average of 60%).

Figure 8.4.2-3: Expected changes in turnover for the next two years

by firm size
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Figure 8.4.2-4: Expected changes in profit for the next two years by firm size
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' See ADB (2013).
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Figure 8.4.2-5: Expected changes in employment for the next two years by firm size
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Figure 8.4.2-5 indicates that the proportion of firms that expects to increase their number of
employees in the next two years is lower than the proportion that expects to increase their
performance (output, turnover, profit). In fact, more than half of micro enterprises and 41.5%
of small enterprises reported that they expect their number of employees to remain the same.
However, a significant proportion of medium (68.2%) and large (72.7%) enterprises expect to
increase the number of people they employ, giving the prospect of generating more
employment in the next two years.

8.5 Investment Behavior and Perceived Economic Situation

8.5.1 Investments

Figure 8.3.2-1 indicates the percentage of enterprises by size that made new investments in
the previous year for each ES conducted between 2005 and 2013. During this period, there
was an increase in numbers of companies having invested — in particular medium (8.2pp) and
large (14.2pp) enterprises. However, between 2013 and 2011, the share of companies having
invested increased by 1.2pp for medium firms and decreased by 4.8pp for large firms.
Investments by micro enterprises tended to decline, from a high of 46.0% of entities in this
size bracket in 2005 to a low of 35.9% in 2013, while investments made by small enterprises
showed a minor reduction between 2011 and 2013.
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Figure 8.5.1-1: Development of firms that made new investments in the previous year by firm
size
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Nearly half of enterprises have an investment plan for their future (42.3%), as shown in figure
8.5.1-2. In 2013, large (59.1%) and medium (57.3%) enterprises are more likely to have
investment plans in place, while micro (32.5%) and small (42.2%) firms are less likely to
have such plans.

Figure 8.5.1-2: Prevalence of investment plans by firm size
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Figure 8.5.1-3: Investments by type and firm size
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Overall, enterprises with an investment plan in place tend to prioritize investing in company
buildings and vehicles for business use, which are considered to be large capital and long term
investments and is shown in figure 8.5.1-3. Large and medium enterprises focus on investing
in machinery, office equipment, training and marketing as these are considered important for
increasing production for domestic consumption and exports to foreign markets. Micro and
small enterprises invest more in marketing than training. Improving market access is an
important factor in increasing the scale of production and helping them survive strong
competition. But in the long-run, productivity needs to be increased to remain competitive.
Training of employees is therefore very important.
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Figure 8.5.1-4: Reasons for not having investment plans by firm size
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Figure 8.5.1-4 summarizes the reasons firms have for not having investment plans in place.
Overall, the largest proportion of enterprises (37.2%) indicated that they do not plan to invest
further because they are already satisfied with their businesses. For many large and medium
enterprises, the lack of raw materials and markets are important additional reasons for not
having an investment plan, while the lack of funds, markets and profit are significant issues
for small and micro enterprises. Across enterprises of all sizes, only a few entrepreneurs
indicated that too much bureaucracy or the global crisis had an influence on their investment
plans.
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8.5.2 Perceived Economic Situation
Figure 8.5.2-1 shows that since 2005, the percentage of firms perceiving problems with their
competitiveness has increased. This is particularly apparent for micro firms, which
experienced a 19.0pp increase from a low of 38.0% in 2005 to a high of 57.0% in 2013. The
proportion of small and medium enterprises reporting problems with competitiveness also
rose from 42.0% in 2005 to 48.0% in 2013 for small firms and from 23.0% in 2005 to 33.0%
in 2013 for medium firms.

Figure 8.5.2-1: Competitiveness as perceived problem by firm size and year
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Figure 8.5.2-2: Reasons for lack of competitiveness by firm size
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Figure 8.5.2-2 indicates that more than one third of enterprises are optimistic about their
competitiveness and do not consider it a serious problem. One reason firms gave for their lack
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of competitiveness is the high unit cost/price of products. A relatively large proportion of
micro (22.4%), small (19.9%) and medium (17.8%) enterprises indicated that this fact hinders
their competitiveness. On the other hand, a substantial proportion of large enterprises (20.0%)
indicated they are concerned about protectionist measures.

Figure 8.5.2-3: Perceived current economic situation in general compared to two years ago by
firm size
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Figure 8.5.2-3 indicates that most firms believe that the economic climate has become better.
Almost two third of enterprises estimated that the current economic situation was better than
two years ago. The main reasons for this change may include: (1) macroeconomic stability,
with a solid economic growth rate of 7.9%, and a relatively low inflation rate of 4.26% in
2012, (2) large FDI inflows, which have doubled in the past two years and consequently
stimulated strong domestic demand and (3) successful accession to the WTO in 2013, which
is expected to increase Laos’ exports to member countries.

8.6 Challenges of Globalization and Regional Economic Integration

8.6.1 Awareness

Laos began to integrate into the global economy by joining AFTA. This was followed by the
successful WTO accession in 2013. Economic integration leads to a reduction in trade
barriers, which is expected to increase inter-linkages and is eventually leading to higher Lao
exports to and imports from major trading partners.

Figure 8.6.1-1 shows the percentage of firms that indicated they were aware of such trade
agreements in each ES administered between 2007 and 2013. The percentages of enterprises,
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aware of AFTA (27.7%) or WTO (28.9%), peaked in 2009 and have since decreased to a
current rate of less than 20.0% for both AFTA and WTO. There may be two reasons for the
low and decreasing awareness of AFTA and WTO. First, this might be due to the fact that the
most common types of enterprises surveyed were micro and small enterprises, which have
limited access to information and markets. Second, it might be that government campaigns to
promote awareness of AFTA and WTO have declined over the last several years.

Figure 8.6.1-1: Development of awareness of AFTA and WTO"
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Figure 8.6.1-2 shows the percentage of firms that indicated they are aware of AEC, AFTA
and WTO agreements in 2013. Overall, a substantial percentage of entrepreneurs (37.5%) are
unaware of any of these three. However, there are marked differences in awareness based on
enterprise size. Whereas the majority of micro enterprises (69.7%) are not aware of AEC,
AFTA and WTO and most medium and large enterprises are familiar with one of the three.

' Data for 2005 are not sufficient to draw statistically solid conclusions.
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Figure 8.6.1-2: Awareness of AEC, AFTA and WTO by firm size'®
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The various sources enterprises used to gather information about AEC, AFTA and WTO are
detailed in figure 8.6.1-3. Overall, the largest proportion of enterprises (48.4%) receives their
information from the media, which is considered to be convenient, fast and reliable. Large
enterprises are also likely to get their information from the LNCCI and other business
associations (17.7%) as well as their Lao business partners (14.7%) and the Provincial
Industry and Commerce Office (PICO) (14.7%), while friends and family members are an
important additional source of information for micro (14.6%), small (15.0%) and medium
(12.9%) enterprises. Consequently, the dissemination of information about regional economic
integration and respective agreements by the MolIC and its PICO, but also the LNCCI has
more impact on medium and large enterprises than micro and small enterprises, who seem to
have less access to this information source.

*® Figure 8.6.1-2 has to be interpreted with due care, since those who do not know any of these
three are underrepresented, since multiple answers have been possible and obviously could be
used more often, if knowledge was prevalent. For a representative interpretation answers need
to be related to the total amount of answers, not firms solely.
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Figure 8.6.1-3: Source of information about AEC, AFTA and WTO by firm size
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8.6.2 Knowledge and Preparation

In general, entrepreneurs are optimistic about the implementation of AEC, as shown in figure
8.6.2-1, which indicates that more than half of the respondents believe it will have a positive
effect on their businesses. Figure 8.6.2-2 specifies more specific expectations about the
impact, both positive and negative, of AEC. Overall, more than 20.0% of enterprises feel that
AEC will provide new opportunities to import cheaper products and services and/or that it
will help Lao exporters better access to AEC member markets. These two benefits are
particularly important for micro, small and medium enterprises. Large enterprises also believe
that as a result of AEC implementation, both FDI inflows to Laos as well as competition from
imported products and services will increase.
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Figure 8.6.2-1: Effect of AEC on business by firm size
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More than 40.0% of enterprises expect that AEC will provide new opportunities to export to
and import products from foreign markets. Large enterprises expect that Laos will become
more attractive to foreign investors (27.0%) and assume an increasing competition by

imported products and services (21.6%).

On the other hand, medium (24.8%) and micro

(29.4%) enterprises, rather expect that AEC allows diversifying the products and services they
import. In addition, it offers new markets for exporting products and services, according to
responses from small enterprises (20.6%) (see figure 8.6.2-2).
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Figure 8.6.2-2: Expected type of impact AEC will pose on business by firm size
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Despite the fact that most entrepreneurs expect the start of AEC in 2015 to have a positive
effect on their business, many firms do not have any plans to prepare for this. Figure 8.6.2-3
shows firms’ preparation strategies for the AEC in 2015. Overall, about a quarter of
enterprises have done nothing to prepare, in particular, 67.7% of micro enterprises and still
29.7% of small enterprises.
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Figure 8.6.2-3: Preparation for 2015 AEC start by firm size
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AFTA, as the preliminary stage towards AEC, became effective in 2008. As a consequence,
most import tariffs will be removed under the Common Effective Preferential Tariff (CEPT)
agreement. Figure 8.6.2-4 indicates that more than half of entrepreneurs are optimistic about
these AFTA implications, believing that it has a positive effect on their businesses. Figure
8.6.2-5 further specifies the different ways in which enterprises expect AFTA to affect their
businesses. Overall, just over 20.0% of enterprises believe AFTA will increase FDIs and
make it easier to import products from other member countries as a consequence of import
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tariffs being removed. At the same time, almost 20.0% believe there will also be fiercer
competition after the AFTA commitments are fully applied.

Figure 8.6.2-4: Effect of AFTA on business by firm size
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Figure 8.6.2-5: Specific types of AFTA impacts on business by firm size
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Laos’ successful accession to the WTO in February 2013 signaled an important step towards
more closely integrating the Lao economy into global markets. Although WTO is quite new
for most Lao entrepreneurs, more than half of total respondents (52.5%) believe that it will
bring positive effects on their businesses (see figure 8.6.2-6).

Figure 8.6.2-7 details the more specific impacts, WTO is expected to have. Overall, a number
of enterprises believe WTO will improve market access for exporting goods and services
(20.4%), provide both, new opportunities (17.0%) and easier access (16.3%) to imported
products and services as well as attract more FDI (16.3%). At the same time, almost 14.1% of
enterprises expect increased competition as a consequence of import tariff reduction.

Figure 8.6.2-6: Effect of WTO on business by firm size
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Figure 8.6.2-7: Specific impacts of WTO on business by firm size
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8.7 Business Constraints

8.7.1 Internal Business Constraints

In order to better understand which internal constraints firms perceive to be most problematic,
entrepreneurs were asked to assess the severity of ten issues for their businesses. Responses to
these questions are summarized in figures 8.7.1-1 to 8.7.1-10.

Among the ten internal factors, lack of capital was considered a “very big” issue for almost a
third of medium enterprises (29.2%) and a “big” issue for a similar proportion of micro
enterprises (30.2%). Lack of management skills (31.8%) and lack of technically skilled labor
(27.3%) were issues of “medium” severity expressed by approximately a third of large
enterprises. A shortage of both, unskilled and skilled labor has become a significant
impediment hindering the growth of most large enterprises. In addition the mismatch between
demand and supply at the labor market has caused labor shortages in Laos. The Ministry of
Labor and Social Welfare (MoLSW) estimated that there are approximately 250,000 workers
from Laos officially and unofficially employed in Thailand. At the same time, there are
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approximately 100,000 official and unofficial foreign workers from China, Thailand and
Vietnam currently employed in Laos (World Bank, 2011).

Many medium enterprises rated low levels of technology (25.8%) and high labor costs
(30.3%) as “medium” problems for their businesses. Given strong production networks with
relatively low labor costs, it is not surprising that many large enterprises responded that the
lack of market information (36.4%) and high labor costs (31.8%) were only “small” internal
issues for their business. This also means that the increase of the official minimum wage,
which almost doubled in 2012, did either not cause any problem for entrepreneurs or were —
as trade unions claim — widely ignored by employers. Finally, a substantial percentage of
enterprises reported that they did not consider lack of accounting skills, lack of management
staff, or low productivity/efficiency to be serious internal problems.

Figure 8.7.1-1: Lack of management skills as a perceived constraint by firm size
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Figure 8.7.1-2: Lack of accounting skills as a perceived constraint by firm size
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Figure 8.7.1-3: Lack of technically skilled labor as a perceived constraint by firm size
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Figure 8.7.1-4: Lack of management staff as a perceived constraint by firm size
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Figure 8.7.1-5: Low level of technology as a perceived constraint by firm size
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Figure 8.7.1-6: Lack of market information as a perceived constraint by firm size
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Figure 8.7.1-7: Lack of capital as perceived constraint by firm size
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Figure 8.7.1-8: High labor costs as perceived constraint by firm size
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Figure 8.7.1-9: Low productivity/efficiency as perceived constraint by firm size
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In summary, the internal constraint judged to be serious by a large percentage of respondents
is lack of capital, which is particularly problematic for medium and micro enterprises. Internal
issues judged to be of moderate severity by a large percentage of respondents include lack of
management skills and lack of technically skilled labor for large enterprises and low levels of
technology and high labor costs for medium enterprises. On the other hand, other internal
issues such as lack of accounting skills, lack of management staff or low
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productivity/efficiency, were not considered problematic by a large percentage of respondents
across all enterprise sizes.

8.7.2 External Business Constraints
The external constraints enterprises face can be divided into four subgroups:

(a) Competition and taxes: competition with domestic competitors, competition with
foreign competitors, excessively high taxes and duties, other fees and unofficial
payments

(b) Infrastructure: lack of roads, lack of water, lack of electricity, lack of telephone lines,
lack of internet connectivity and others

(c) Operational costs: electricity prices, fuel prices and telecommunication prices

(d) Regulatory issues: custom/foreign trade regulations, foreign currency exchange
regulations, labor and safety regulations, (re-)registering with tax offices, renewing of
operating licenses and others

Firms were asked to judge the severity of specific problems within each of these clusters of
issues. Their responses will be elaborated upon in the following sections.

(a) Competition and Taxes

Figures 8.7.2-1 to 8.7.2-4 show that overall enterprises are more concerned with domestic
competition than international competition, as evidenced by the fact that 33.5% of enterprises
perceive competition with domestic competitors to be a “big” issue, while only 11.8% feel
that competition with foreign competitors is a “big” issue. However, perceptions of domestic
competition varied by enterprise size. The largest proportion of micro (46.8%) and small
(30.4%) enterprises indicated that domestic competition is a “big” issue for them, while the
largest proportion of medium enterprises (28.4%) indicated that they consider domestic
competition to be a “very big” issue. In contrast, the largest percentage of large enterprises
(27.3%) characterized domestic competition as a “medium” issue for their business. The
reason for this variation could be that small firms are more sensitive to shocks and experience
greater volatility in terms of turnover and profit compared to larger firms. On the other hand,
large firms tend to be more efficient than small firms in terms of investment in capital and
production technologies. In contrast, a large proportion of respondents across all enterprise
sizes reported that they did not perceive foreign competitors to be particularly problematic.

High tax rates harm competitiveness and are less attractive for FDI, leading to less economic
growth. Excessively high taxes and duties were characterized as “big” issue by a substantial
percentage of respondents across all enterprise sizes, including micro (27.8%), small (27.9%),
medium (32.6%), and large (27.3%) enterprises. These findings are consistent with the fact
that the corporate income tax in Laos was 28% in 2012, which was higher than the world
average of 23% in 2011 and the average rates in neighboring countries (e.g., Vietnam (25%),
Thailand (23%), Cambodia (20%), and China (20%)), see Southichack (2012). Moreover,
under the previous investment policy, domestic and foreign companies paid different tax
rates: 35% was the maximum rate for domestic firms and 20% for foreign firms. In contrary
to the tax issues, unofficial payments are not seen as problematic. This very low perception of
corruption as a problem contradicts the widespread practice as also stated by the World Bank
(2014) and shows that this practice is actually accepted by the business sector.
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Figure 8.7.2-1: Domestic competition as perceived constraint by firm size
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Figure 8.7.2-2: Competition with foreign firms as perceived constraints by firm size
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Figure 8.7.2-3: High taxes and duties as perceived constraints by firm size
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Figure 8.7.2-4: Other fees and unofficial payments as perceived constraints by firm size
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(b) Infrastructure
Infrastructure is essential for facilitating enterprise development in Laos. Figures 8.7.2-5 to
8.7.2-9 indicate that overall, more than half of all enterprises did not have any problems with
water supply, electricity and telephones, and almost half stated that they did not have
problems with roads or internet. This relative lack of importance given to infrastructure issues
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can be attributed to the fact that most enterprises are located in urban centers, where
infrastructure development is more advanced. Furthermore, the liberalization of
telecommunication enterprises and the entry of foreign firms into the Lao market has
improved access to telecommunication services, especially telephone and internet services.
Therefore, infrastructure issues might not be significant problems for most enterprises.

Figure 8.7.2-5: Road networks as perceived constraint by firm size
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Figure 8.7.2-6: Water infrastructure as perceived constraint by firm size

100%
90%
80%
70% = Don't know
60% = No problem
50% ® Small
40% = Medium
E Big
30% ® Very big
20%
10%
0% T T T 0} T 1

Micro Small Medium Large Total

81



HRDME Enterprise Survey 2013 for Lao PDR

Figure 8.7.2-7: Electricity supply as perceived constraint by firm size
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Figure 8.7.2-8: Telecommunication (telephone) as perceived constraint by firm size
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Figure 8.7.2-9: Telecommunication (Internet) as perceived constraint by firm size
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(c) Operational Costs
Most entrepreneurs see high electricity prices to be a significant external constraint, judging
the severity of this problem to be either “medium” (25.3%), “big” (27.3%) or even “very big”
(18.1%) (see figure 8.7.2-10). Analyzing enterprise sizes, it was found that large (27.3%),
micro (27.2%) and small (29.8%) enterprises considered the problem of high electricity prices
as “very big” or “big” and “medium” for doing businesses, because it raised the production
cost and in consequence reduced firms’ competitiveness. Findings are consistent with the fact
that electricity prices have increased by 22% on average during the period 2011-2013, (see
Electricite Du Laos, 2013).

Figure 8.7.2-10: Electricity prices as perceived constraints by firm size
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Figure 8.7.2-11: Fuel prices as perceived constraints by firm size
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Figure 8.7.2-12: Telecommunication prices as perceived constraints by firm size
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In terms of fuel prices, although oil prices have increased recently, many firms (29.5%)
consider this a serious issue of only medium severity. GIZ estimates that the price of gasoline
in Laos is US$ 1.31 per liter, which is lower than the average world price of gasoline (US$
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1.50 per liter) and prices of gasoline in neighboring countries (Thailand US$ 1.50, China
US$ 1.33 and Cambodia US$ 1.35 per liter)."”

Telecommunication prices were not perceived as a problem across all size brackets. This is
consistent with earlier findings that strong competition among telecommunication companies
has caused the price of these services to decline. However telecommunication costs remain
compared to other countries relatively high.

(d) Regulatory Issues
Figures 8.7.2-13 to 8.7.2-17 summarize the findings regarding the perceptions on selected
regulatory issues as problematic or not. Large enterprises had the largest share of respondents
who judged customs/foreign trade regulations (36.4%) and foreign exchange rate regulations
(45.5%) to be at least moderately problematic (i.e., “medium”). Since large firms are more
involved in international transactions, changes in international trade regulations can influence
their competitiveness and small fluctuations of foreign exchange rates can affect their
turnover and profits significantly. A recently introduced BoL foreign exchange policy limiting
the amount of foreign currency, which can be purchased, might constrain enterprise
performance for instance.

Large enterprises also had the largest proportion of respondents who classified labor and
safety regulations (45.5%) and (re-)registering with tax offices (31.8%) as being “small”
issues. On the other hand, compared to the other regulatory issues, all enterprise sizes did not
view (re-)renewing operating license to be a problem. The share of firms reporting “no
problem” in this regard ranged between 36.4% (large firms) to 49.9% (small firms). A recent
tax reform trying to institutionalize an automatic system of tax collection might be a
significant step towards shortening processes and may contribute to the ease of doing
business.

Figure 8.7.2-13: Customs/foreign trade regulations as perceived constraints by firm size
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' globalpetrolprice.com, accessed June 02, 2014
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Figure 8.7.2-15: Labor and safety regulations as perceived external constraints by firm size
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Figure 8.7.2-16: (Re-) registering with the tax office as perceived constraints by firm size
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Figure 8.7.2-17: Renewing operating licenses as perceived constraints by firm size
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8.8  Human Resources
8.8.1 SKkills of Owners/Managers and Staff

The level of education of enterprise owners/managers is still rather low, especially of those
owning/running micro enterprises. Looking for instance into vocational education and training
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of owners/managers, figure 8.8.1-1 shows that overall only half of enterprise owner/managers
have completed vocational or technical training. Moreover, as the size of the enterprise
increases, the percentage of owners/managers who have completed vocational or technical
training also increases. Figure 8.8.1-2 indicates that the most common sources of training
includes development cooperation projects (19.3%), vocational or technical schools (18.6%)
and government authorities (13.4%).

Figure 8.8.1-1: Received vocational and technical training by owners/managers by firm size
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Figure 8.8.1-2: Sources of vocational and technical training by firm size
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Figure 8.6.1-4 shows that overall more than half of owners/managers (59.2%) did not have
any management training before starting their business. However, a greater percentage of
medium (69.7%) and large (63.6%) firms’ owners/managers received management training
compared to only 41.0% of small and 21.9% of micro firms. Management trainings are
essential for the quality of management and ensuring the stability of business performance.

Figure 8.8.1-3: Management training of owner/manager before starting business by firm size
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Figure 8.8.1-4 indicates the type of management training owners/managers received before
starting their business. Overall, the most popular types of training were on business
management (21.4%), accounting (12.9%) and marketing (12.7%), while business finance

was the least popular (5.2%).

Figure 8.8.1-4: Type of received management training (before starting business) by firm size”’
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Figure 8.8.1-5 indicates that overall, slightly less than half (45.2%) of owners/managers
received training after starting their businesses. The percentage of owners/managers of
medium (70.8%) and large (77.3%) enterprises receiving such training is much higher than
that of micro (23.7%) and small (46.7%) enterprises.

Figure 8.8.1-5: Owner/manager’s training after starting business by firm size
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Figure 8.8.1-6: Type of received management training (after starting business) by firm size
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Figure 8.8.1-6 indicates that the most popular types of management training owners/managers
received after starting their business were also business management (21.5%) and marketing
(13.5%). In addition, legal and regulatory training was relatively common among the
owners/managers of medium (11.6%) and large (13.8%) firms, while training in quality
management was relatively common among the owners/managers of small (11.7%) firms and
occupational health and safety training relatively common among the owners/managers of
micro (22.7%) firms.

8.8.2 Training Needs and Skill Requirements

Figure 8.8.2-1 indicates the level of skills or training required of new employees. Overall, the
largest proportion of firms required new employees to have some skills but are in no need of
respective certificates (28.7%), followed by graduating from a public vocational or technical
school (21.4%), followed by graduating from university (18.4%). However, skills and training
requirements vary by enterprise size. While a substantial percentage of large (35.2%) and
medium (24.2%) enterprises required their staff to have graduated from university, a sizeable
percentage of micro (44.8%) and small (27.4%) firms only require new employees to have
some skills but do not require any certificate.

Figure 8.8.2-1: Skills/training requirements on new employees by firm size
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Also improving the skills of entrepreneurs is vital for helping their businesses to be more
competitive. Overall, figure 8.8.2-2 shows the majority of owners/managers (66.4%)
indicating that they want to learn new business skills. However, the proportion of
owners/managers in large firms, who want to learn new skills is noticeably larger than the
proportion of owners/managers in micro (55.0%) and small (68.3%) firms, who want to do so.
On the other hand this situation is surely linked to the problem that owners/managers with
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lower levels of education do sometimes simply not know what skills and knowledge they
need to improve their business.

Figure 8.8.2-2: Owners/managers, who want to learn new skills in 2013 by firm size
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Figure 8.8.2-3 indicates that overall, owners/managers are most interested in learning more
about marketing management (19.0%) and how to formulate a business plan (14.9%). This is
consistent with the findings on what trainings managers and owners received before and after
starting a business, which showed that firms prioritized training in these two skills and are
important tools for promoting products in domestic and foreign markets. Depending on the
size of their enterprise, owners/managers also indicated their interest in a variety of other
skills: knowledge on legal frameworks for doing business in large firms (12.3%), human
resource management in medium firms (13.4%) and financial management in micro (18.2%)
as well as small (13.3%) firms.
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Figure 8.8.2-3: Skills that owners/managers want to learn by firm size
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Figure 8.8.2-4 indicates that more than two-thirds of owners/managers of small, medium and
large enterprises want their employees to be trained. This is not surprising, as training is a
significant means for increasing labor productivity, which in turn increases production
efficiency. In contrast, more than half of the owners/managers of micro firms reported that
they are not interested in additional training for their employees. Still, the experience that
investment in training may have negative results for the respective firm, as trained people
often leave their current job in order to seek better opportunities is dampening willingness to

train staff.
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Figure 8.8.2-4: Owners/managers, who want their employees to be trained by firm size
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Figure 8.8.2-5 indicates that overall, the skills the largest proportion of owners/managers want
their employees to learn are customer services (29.3%), foreign languages (17.1%) and
accounting skills (16.0%). In order to prepare for the AEC those skills seem to be of major
importance when dealing with more customers and from a wider range of countries. In order
to comply with ASEAN standards and thus staying competitive, respective accounting skills
may be very relevant, too.

Figure 8.8.2-5: Skills, owners/managers want their employees to learn by firm size
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8.9 BMOs and their Services

8.9.1 BDS

Figure 8.9.1-1 shows that more than half of owners/managers reported having received
business development advice or services, while figure 8.9.1-2 details the various sources
owners/managers relied on for this advice or service. Taken together, family members,
spouses and friends were important sources of business advice for micro (85.0%), small
(62.3%) and medium (49.7%) enterprises. As enterprises of these sizes are often family
businesses, the advice of parents and relatives is necessarily important. On the other hand,
owners/managers of large enterprises relied more on other sources of advice, including
government agencies (20.5%), business partners (15.4%), BMOs (12.8%) and the internet
(12.8%). Business Development Services (BDS) provided through the BDS network
(Vientiane Capital and Champasak province only), run by DoSMEP, play a less prominent
role covering only 0.3% of all advices received by enterprises and surpassing only for large
enterprises the 2.5% threshold.

Figure 8.9.1-1: Percentage of owners/managers receiving business development service/advice by
firm size
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Figure 8.9.1-2: Source of business development service/advice used by firm size
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8.9.2 Public-Private Dialogues

The Provincial Public-Private Dialogue (PPPD) and Lao Business Forum (LBF) aim to
strengthen the cooperation between the public and private sector and improve the business
and investment climate. Figure 8.9.2-1 shows though that overall, a large majority (76.7%) of
firms are not familiar with either PPPD or LBF. The percentage of respondents unfamiliar
with either process is extremely high for micro firms (95.9%). Most large firms (82.4%),
when combining figures for both PPPD and LBF, are familiar with one of these two
processes, but knowledge of either of these two processes is less common among small
(22.2%, combined) and medium (40.4%, combined) firms.

Figure 8.9.2-1: Knowledge of PPPD and LBF by firm size
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Figure 8.9.2-2 shows that overall, a majority of firms (75.5%), who know the PPPD format
(12.0%) participated also in it actively and tried to make use of it. The share of participation
tended to diminish as enterprise size increased — 100.0% for micro firms and 75.0% for large
firms. Since large firms have good production networks and a high capacity for developing
their businesses, they might not be interested in participating. Since these findings are
contradictory to figure 8.9.2-1 as not knowing something, but participating in it is not
comprehensible, the question probably has been misinterpreted by respondents and these
findings should be thus treated carefully. The same goes for findings depicted in figure 8.9.2-
3, especially in the micro firm bracket. Since the LBF is an undertaking at the central level,
which brings together LNCCI, some BMOs and large enterprises as representative from the
private sector and various line ministries as representatives from the public sector it seems
odd that the satisfaction with this format in the provinces and by micro firms is of such
magnitude.
More attention needs to be drawn to proper explanations in this regard during future
interviews.
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Figure 8.9.2-2: Firms participation in the PPPD processes by firm size
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Figure 8.9.2-3: LBF perceived as supportive to overcome business constraints by firm size
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Figure 8.9.2-4: Development of numbers of firms using advisory services from BMOs*'
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Based on figure 8.9.2-4, the number of firms using BMO services for developing their
businesses has increased from 19 firms in 2007 to 75 firms in 2013. A clear trend not only in
the number of firms seeking advice, but also in the number of those seeking advice from
BMOs can be recognized. BMOs seem increasingly fulfill one of their core tasks.

8.10 Taxes

8.10.1 Mode of Tax Payment

In general, there are two modes of tax payments: Tax levied according to results of an
accounting system and levying lump sum taxes, due to a lack of reliable bookkeeping. Figure
8.10.1-1 shows that the majority of medium (68.5%) and large (86.4%) firms paid their taxes
on the base of accounting systems. Taxes paid this way are based on business performance
and are more transparent. According to the tax law companies reaching a yearly turnover of
more than 50 million Kip must pay their taxes based on proper accounts. Micro and small
firms with a turnover of less than 50 million Kip a year are free of using comprehensible
accounting schemes and usually prefer to pay lump sum taxes, which are based on a rather
intransparent estimation of the turnover of the respective company.

Figure 8.10.1-1: Used modes of tax payment by firm size
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Figure 8.10.1-2: Development of used tax payment modes
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Figure 8.10.1-2 shows that more than half of enterprises paid their taxes on a lump sum base
during the period 2005-2013. Since most enterprises in Laos are of micro and small size and
having rather low income levels, lump sum tax payment might be more convenient than
applying accounting systems. However, in 2013 the proportion of firms that paid their taxes
based on accounting systems increased by 6.6pp compared to 2011 and 3.1pp compared to
2009.

8.10.2 Tax Types

Figure 8.10.2-1 shows the overall composition of taxes levied by the state. Entrepreneurs state
most frequently paying profit, excise and income taxes. Combined, these three taxes account
for 74.5% of micro firms, 68.0% of small firms, 64.7% of medium firms and 59.7% of large
firms. In addition, a substantial percentage of large firms also pays value added tax (18.1%),
while minimum taxes were paid by a sizeable percentage of micro (12.6%), small (16.0%)
and medium (16.3%) firms.**

** Types of taxes levied on a firm are subject to the size of enterprise and regulated by the tax law.
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Figure 8.10.2-1: Types of tax paid in 2013 by firm size

100%
90%
80%
70%
= Other
60% B Minimum tax
% B Value added tax
50% .
m Business Turnover tax
40% ® Income tax
B Excise tax
30% s B Profit tax
20%
10%
0% T T T T

Micro Small Medium Large Total

8.11 Government Services

8.11.1 Central and Local Government Services

Figure 8.11.1-1 shows that a greater proportion of enterprises (64.7%) rated central
government services in 2013 as being “helpful” or “very helpful” compared to two years ago
(60.1%), a difference of 4.5pp. It has to be noted that responses for “two years ago” aim to
obtain the subjective impression of a retrospective assessment and provide not data, which
have been actually collected in 2011. Among large enterprises these positive changes were
more pronounced (an improvement of 13.6pp) than they were for micro (4.1pp), small (3.5pp)
and medium (4.9pp) enterprises.
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Figure 8.11.1-1: Helpfulness of central government now (2013) compared to two years ago
(2011) by firm size
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Similar to the findings for central government services, a greater percentage of enterprises
(68.9%) rated local authorities as “helpful” or “very helpful” compared to two years ago
(64.5%), which is shown in figure 8.11.1-2. Again, in large enterprises these changes were
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more pronounced (an improvement of 18.2pp) than they were for micro (4.1pp), small
(3.6pp), and medium (4.8pp) firms.

Figure 8.11.1-2: Helpfulness of local authorities now (2013) compared to two years ago (2011) by
firm size
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Greater satisfaction with the services by the central government and local authorities may be
explained by the introduction of a one-stop service system, which was implemented only in
2011 at both the central and provincial levels with the aim of improving the ease of doing
business, shortening bureaucratic procedures and providing faster approval for investments.
As a result, firms can save on time and registration costs.
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These findings are consistent with the World Bank (2014) and its Doing Business
Indicators™. According to those findings Laos moved up six ranks (Laos relatively improved
the ease of doing businesses) in the overall rankings between 2012 and 2014 (see Table
8.11.1-1). Most indicators related to government services underwent improvement, as
indicated by better rankings in 2014 than 2012. This is for: Starting a Business (up 8 ranks),
Getting Credit (up 6 ranks), Paying Taxes (up 3 ranks), Trading across Borders (up 1 rank)
and Enforcing Contracts (up 9 ranks).

Table 8.11.1-1: Development of ease of doing business in Laos*

Indicators Doing business result (rank) Change
2014 2013 2012 | 2014 to 2012
Doing Business Index 159 163 165 -6
Starting a Business 85| 81 93 -8
Dealing with contruction Permits 9| 87 80 +16
Getting Electricity 140| 138 131 +9
Registering Property 76| 74 71 +5
Getting Credit 159 167 165 -6
Protecting Investors 187 184 184 3
Paying Taxes 119 126 122 -3
Trading Across Borders 161 160 162 -1
Enforcing Contracts 104 114 113 -9
Resolving Innsolvency 189 185 185 +4

8.11.2 Awareness of Business Laws

Figure 8.11.2-1 indicates that slightly less than half of all entrepreneurs (46.2%) receive
information about business regulations from the local authorities. Local authorities are the
most common source of such information for micro, small and medium firms. Because more
large firms are members in business organizations 40% of these firms reported receiving
information about businesses regulations from LNCCI or other BMOs. BMOs are discussed
in more detail within chapter 9.2.

* The Doing Business Reports are mainly based on secondary data from various sources on laws and
regulations as well as interviews with key informants from the business sector. The ES capture the
perception of business owners and managers during face to face interviews, utilizing a representative
sample of firms. The World Bank conducted a similar perception based enterprise survey in 2009 and
2012 though.

** See World Bank (2014)
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Figure 8.11.2-1: Source of information on business regulations by firm size
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Figure 8.11.2-2: Familiarity with business laws and regulations by firm size
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Figure 8.8.3-2 shows that overall firms were most familiar with tax laws (19.9% state they
know it), enterprise laws (16.3%) and investment laws (15.1%). Labor laws were also well-
known for large (18.3%) and medium (16.8%) firms. In contrast, a large percentage of micro
firms (23.6%) expressed unfamiliarity with any business law compared to other enterprise
sizes. Accounting laws, criminal laws, land laws and bank regulations were little known
across enterprises of all sizes.

8.12 Business Finance

8.12.1 Need for and Access to External Financing

Overall, the largest percentage of respondents (46.8%) had their bank account in the
provincial center (see figure 8.12.1-1). Medium (53.7%) and large (60.6%) firms were more
likely to have bank accounts in the provincial center than micro (37.1%) and small (47.8%)
firms. As most enterprises are located in cities, having a bank account in the provincial center
is more convenient. Of the four enterprise sizes, micro firms had the largest percentage of
respondents (23.7%) who do not have a bank account at all.
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Figure 8.12.1-1: Location of enterprise bank accounts
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Figure 8.12.1-2 indicates that overall, more than 60.0% of enterprises require external
financing in order to expand their businesses and to increase output and turnover. Only a
small proportion of firms (less than 8.0%) do not have any plans to expand.

Figure 8.12.1-2: External financing required for expanding businesses by firm size
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8.12.2 Receiving of External Financing

Figure 8.11.2-1 indicates that overall, more than 40.0% of enterprises are using external
financing. However, the proportion of medium (60.7%) and large (72.7%) firms who actually
use external financing is much higher than the proportion of small (42.0%) and micro (26.6%)
firms. Meanwhile, a substantial percentage (44.7%) of total enterprises stated that they did not
receive external financing because of not being in need of any loan at that time. Overall a
relatively low percentage of firms (13.7%) cannot find any source of external funds, but these
proportions are higher for micro (20.1%) and small (12.7%) firms.

Figure 8.12.2-1: Firm receiving external financing by firm size
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In addition, more than 60.0% of all firms borrowed money from banks to support their
businesses development. Money lenders (13.0%) were an alternative financial source for large
firms, while family members were important financial sources for micro (22.2%), small
(19.0%) and medium (11.5%) firms (see figure 8.11.2-2).
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Figure 8.12.2-2: Sources of external financing by firm size
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9. Trend Analysis for the Period 2005-2013

After having analyzed the ES data with a focus on 2013, an analysis for the period 2005 —
2013 will follow, making use of the rich data sets collected. Nevertheless the data for 2005 is
partially missing, but will be indicated if so.

9.1 Enterprise Performance

Data on output, turnover and profit is used to analyze enterprise performance. Figure 9.1-1
shows that the overall, performance of the interviewed firms slowly decreased during the
period 2007-2013%, as indicated by the fact that the percentage of firms reporting an increase
in output, turnover and profit declined from 53.9%, 53.5% and 51.4% in 2007 to 43.3%,
43.8% and 41.9% in 2013. This change in enterprise performance surely contributed to the
slowing of GDP growth, which dropped from 8.1% in 2010 to 7.9% in 2012 (ADB, 2013).

* ES2005 was omitted due to incomplete data.
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Figure 9.1-1: Development of enterprise performance (output, turnover and profit), 2007-2013
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A slower growth at company level may be an important reason why most entrepreneurs have
been reluctant to increase their number of employees. During the period 2007-2013%, more
than 66% of enterprises have kept the same number of employees. In addition, the percentage
of enterprises reporting an increase in the number of employees has decreased slightly from
22.0% in 2007 to 18.1% in 2013 (figure 9.1-2).

Figure 9.1-2: Change in number of employees, 2007-2013
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0 ES2005 was omitted due to incomplete data.
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Figure 9.1-3 shows the proportion of firms, that made a new investment in the respective last
years, which increased from 39.0% in 2007 to 49.5% in 2011 but then fell back again to
39.5% in 2013. Still, many enterprises invested in 2012, which may be a good indicator for
ongoing future growth. However, the decrease, traced in 2013, may be connected to the slight
decrease in general growth and/or by the owner’s preference of distributing profits over
reinvesting them.

Figure 9.1-3: Development of enterprises having made new investments in the respective last
year
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Although the percentage of firms reporting an increase in their performance compared to the
previous year declined between 2007 and 2013 (figure 9.1-1), most entrepreneurs are still
optimistic that their performance will improve in the next two years (figure 9.1-4). While the
percentage of firms that reported expecting their performance (output, turnover and profit) to
increase over the next two years declined an average of 8 pp between 2007 and 2009, this
figure has bounced back, as expectations for increased output, turnover and profit increased
from 58.2%, 57.8% and 57.1% in 2009 to 65.0%, 66.3% and 65.0% in 2013. Increases in FDI
inflows to Laos and the recovery from the global financial crisis are important factors
contributing to this.
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Figure 9.1-4: Development of enterprise on their expected performance (output, turnover and
profit) in the next two years
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Rising expectations about improved enterprise performance contribute to increasing
expectations about job creation over the next two years. The percentage of firms that expect to
hire more employees over the next two years increased from 45.3% in 2007* to 47.7% in
2013, while the percentage that expected to maintain the same number of employees dropped
by 7.5 pp (figure 9.1-5).

Figure 9.1-5: Development of expected hiring in the next two years
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> ES2005 was omitted due to incomplete data.
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The percentage of enterprises that reported having an investment plan dropped sharply from
75.6% in 2005 to 53.5% in 2009, remained relatively stable between 2009 and 2011, and then
declined again to 42.2% in 2013 (figure 9.1-6). The low proportion of enterprises with
investment plans may be explained by the fact that most enterprises lack funds and access to
finance is limited. The downward dynamics may mirror the slowing economic growth since
2011. In addition, enterprises in Laos are dominated by micro and small enterprises, which
anyway usually lack the capacity to develop business or investment plans and even may not
even plan to expand their business due to their low competitiveness.

Figure 9.1-6: Development of the prevalence of investment plans
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Regional economic integration is vital for improving enterprise performance and access to
foreign markets. Since 2007, entrepreneurs’ awareness of AFTA has remained more or less
constant, averaging 21.4% during the period 2007-2013. Meanwhile, awareness of WTO
increased from 23.1% in 2009 to 26.2% in 2013 (figure 9.1-7). Obviously many WTO
awareness raising events have been organized in that period in order to raise entrepreneurs’
awareness and to promote the utilization of WTO agreement benefits.
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Overall, entrepreneurs have increasingly positive perceptions of the effects of economic
integration, which can benefit their businesses in terms of market access and increased
efficiency in production. The percentage of firms that expected AFTA and WTO to have a
rather positive effect on their businesses has steadily increased from 25.0% (AFTA) in 2007
and 42.1% (WTO) in 2009 to 55.4% (AFTA) and 52.7% (WTO) in 2013. At the same time,
the percentage of firms that expected AFTA and WTO would have a rather negative effect
decreased, from 22.1% (AFTA) in 2007 and 8.6% (WTO) in 2009 to 5.4% (AFTA) and 5.0%
(WTO) in 2013 (figure 9.1-8). A somewhat constant share of firms, which are not able to
assess the impact of AFTA and almost one-third of companies in 2013 believing AFTA
doesn’t affect them, indicates the need for more information on these issues.

Figure 9.1-8: Development of owners’ perception regarding the effect of AFTA (left-hand side)
and WTO (right-hand side) on their businesses
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* Data on AFTA and WTO awareness were only collected from 2007 and 2009 respectively onwards.
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9.2  Business Facilitation by Public and Private Organizations
Figure 9.2-1 shows that in each year between 2007* and 2013, the proportion of firms that

perceived the central government “now” (i.e., the year the survey was taken) to be “very
helpful” was higher than the proportion of firms that perceived the central government to be
“very helpful” “two years ago” (i.e., two years before the survey was taken). This difference
ranged from 2.4 pp in 2011 to 6.1 pp in 2009 during this period. However, overall firms’
perceptions of the helpfulness of the central government has declined considering the answers
of the respective year, the respondent is asked to assess. This is, the proportion of firms that
judged the central government to be “very helpful” “now” (i.e., the year the survey was taken)
decreased from 24.9% in 2007 to 20.9% in 2013. Also the proportion that subjectively judged
retrospectively the central government to be “very helpful” “two years ago” (i.e., two years
before the survey was taken) decreased from 21.8% in 2007 to 15.4% in 2013. A long
investment and business registration approval process and weak investor protection laws
might be important factors impeding the well perception of the central government services.
On the other hand it was assumed that with increasing expectations for government support
absolute subjective satisfaction would decline. This was actually the reason to introduce the
relative question about ‘helpfulness now compared to two years ago’.

Figure 9.2-1: Development of satisfaction with central government services now compared to
two years ago
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* ES2005 was omitted due to incomplete data.
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Figure 9.2-2 shows that in each year between 2007 and 2013, the proportion of firms that
perceived the local government “now” (i.e., the year the survey was taken) to be “very
helpful” was higher than the proportion of firms that perceived the local government to be
“very helpful” “two years ago” (i.e., two years before the survey was taken). This difference
ranged from 0.8 pp in 2007 to 4.8 pp in 2013 during this period. Nevertheless and following
the same logic as for central government ratings, the proportion of firms rating local
government as “‘very helpful” “now” decreased slightly between 2007 (23.3%) and 2011
(17.5%), though this figure bounced back to 23.1% in 2013.

Figure 9.2-2: Development of satisfaction with local government services now compared to two
years ago
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The proportion of firms receiving information about regulations related to their businesses
from the central government has decreased from 30.7% in 2007"" to 13.2% in 2013 (see figure
9.2-3). Instead, between 2007 and 2013 the largest part of firms received their information
from the local authorities, ranging from 36.7% in 2009 to 48.2% in 2007 within that period.
The proportion of firms who received information from LNCCI and other BMOs increased
from 11.7% in 2009 to 14.6% in 2013 mirroring an increasing importance of private sector
organizations and their increasing service provision to their members.

% ES2005 was omitted due to incomplete data.
*' ES2005 was omitted due to incomplete data.
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Figure 9.2-3: Development of used sources of information about business regulations
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Figure 9.2-4 indicates that the percentage of enterprises being member of a business group
(less formally organized increased from 26.8% in 2007°* to 41.8% in 2013. On the other hand,
the proportion of enterprises that are members of LNCCI, Provincial Chambers of Commerce
and Industry (CCI), and formal business associations at national level (BANL) declined from
34.2%, 24.4% and 12.2% in 2007 to 16.7%, 18.8% and 10.0% in 2013. The lack of immediate
perceived benefits of membership are rather low customer orientation or representation within
public-private dialogues might explain why the share of firms being member in these three
more formal BMOs has diminished and on the other hand cooperation between businesses on
a local and more informal level has been strengthened as a substitution. Nevertheless, the
LNCCI experienced a significant recovery from the low in 2009 and its services seem to
satisfy its members increasingly.

> ES2005 was omitted due to incomplete data.
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Figure 9.2-4: Development of BMO membership
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Table 9.2-1 lists the many reasons firms have for participating in and being member of
business organizations. Of these reasons, marketing (18.2%) was chosen by the largest
proportion of firms in 2013 - up from 12.4% in 2007™. The next two most popular reasons in
2013 were sharing information/experience (14.1%) and getting (perhaps also offering) help in
problem solving (13.8%). These reasons have been consistently popular also in previous
years. In addition, achieving fair competition in business and access to training have become
more important reasons in recent years, as the percentage of firms choosing these reasons
increased from 2.1% and 5.2% in 2007 to 9.3% and 8.8% in 2013.

Table 9.2-1: Development of reasons behind BMO membership

2007 2009 2011 2013
Marketing purpose 12.37% | 12.20% | 11.67% | 18.18%
Because of the rule/regulation 17.87% | 13.72% | 14.26% | 9.26%
Help in problem solving 14.78% | 20.12% | 16.37% | 13.80%
To achieve fair competition in business | 2.06% 7.93% 4.70% 9.26%
Better organize business 17.18% | 13.26% | 11.83% | 11.45%
Access to Training 5.15% 4.88% 6.65% 8.75%
More power in negotiating 0.69% 3.96% 4.86% 2.36%
Advocacy for business 1.37% 4.73% 4.38% 3.54%
Share information and experience 13.75% | 12.50% | 16.05% | 14.14%
Access to business services 14.78% | 3.05% 4.54% 8.08%
Other 0.00% 3.66% 4.70% 1.18%
Total 100% 100% 100% 100%

¥ ES2005 was omitted due to incomplete data.
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9.3  Human Resource

According to figure 9.3-1, the proportion of entrepreneurs who had completed vocational and
technical skills training declined from 58.3% in 2005 to 49.3% in 2013. This finding is
consistent with table 9.3-1, which shows that the percentage of managers who graduated from
university, public vocational or technical schools decreased by 3.6 pp and 17.1 pp between
2007** and 2013. However, entrepreneurs seem to increasingly prefer short term trainings
over long term education, as indicated by the fact that the proportion of entrepreneurs, who
participated in short term trainings both inside and outside their companies, increased from
6.0% and 6.7% in 2007 to 14.0% and 9.5% respectively in 2013.

Figure 9.3-1: Development of entrepreneurs with vocational and technical skills training
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** ES2005 was omitted due to incomplete data.
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Table 9.3-1: Development of /owners/managers and office staff obtaining professional training

Participation in training 2007 2009 2011 2013
Manager and office staff Freq | Percent | Freq | Percent | Freq | Percent | Freq | Percent
None 150 | 2125 | 263 | 27.17 | 320 | 3552 | 196 | 18.61
Trained in the company (Number of Person) iy} 5.95 62 6.40 68 7.55 147 | 13.96
Short course training outside the company 47 6.66 73 7.54 83 9.21 100 9.50
Graduated from public vocational or technical school| 234 | 33.14 | 210 | 21.69 | 132 | 1465 | 169 | 16.05
Graduated from private school/college 85 1204 | 115 | 11.88 87 9.66 138 | 13.11
Graduated from university 124 | 1756 | 140 | 1446 | 139 | 1543 | 147 | 1396
Other 24 3.40 105 | 10.85 72 799 156 | 14.81
Total 706 100 968 100 901 100 | 1053 100

The proportion of workers, who have not participated in any training dropped from 56.5% in
2007% to 33.7% in 2013. At the same time the share of workers who have participated in
training either inside or outside their companies increased from 14.5% and 3.6% in 2007 to
21.1% and 8.0% in 2013. The proportion of workers who graduated from private schools or
graduated from universities increased by 3.0 pp and 0.8 pp respectively during the period
2007-2013 (table 9.3-2).

Table 9.3-2: Development of participation in professional training by workers and technical staff

Participation in training 2007 2009 2011 2013
Worker and technical staft Freq | Percent | Freq | Percent | Freq | Percent | Freq | Percent
None 312 | 5652 | 364 | 4085 | 430 | 5238 | 300 | 33.71
Trained in the company 80 1449 | 169 | 1897 | 126 | 1535 | 188 | 21.12
Short course training outside the company 20 3.62 68 7.63 52 6.33 71 798
Graduated from public vocational or technical school | 92 16.67 | 126 | 14.14 88 1072 | 120 | 13.48
Graduated from private school/college 21 3.80 35 3.93 24 2.92 61 6.85
Graduated from university 24 4.35 32 3.59 43 5.24 46 517
Other 3 0.54 97 10.89 58 7.06 104 | 11.69
Total 552 100 891 100 821 100 390 100

The left-hand side of figure 9.3-2 shows that during the period 2007-2013, the share of
managers with training experience increased from 35.5% in 2007 to 40.7% in 2013. More
than half, but with a decreasing dynamic, of managers start their businesses without training.
Nevertheless, the majority and even more than those having not obtained any management
training at all want to learn initial, but also additional management techniques to improve
their businesses’ performance. The proportion of managers who want to do so has increased
from a low 58.5% in 2009 to 66.5% in 2013 (right-hand side figure 9.3-2).

» ES2005 was omitted due to incomplete data.
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Figure 9.3-2: Development of amount of managers starting businesses with management
training (left-hand side)*® and managers expressing the will to learn skills to improve their
businesses (right-hand side)
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Even after the negative trend recovery in 2013, still a substantial proportion of managers
(33.9%) do not recognize the importance of training for their employees. One explanation
given by owners/managers is the lack of loyalty of staff. Quite often employees leave the
company right after receiving training in order to get higher salary somewhere else, leaving
the former employer with all expenses for the training. The proportion of managers, who
want their employees to be trained declined from 73.6% in 2005 to a low of 54.8% in 2011,
before rising again to 66.1% in 2013 (figure 9.3-3). In 2013, the skills that the largest
percentage of managers wanted their employees to learn were customer service (29.3%),
foreign language (17.0%) and accounting (16.0%). During the period 2009-2013 the
importance of customer service skills to the owners/managers increased by 7.0 pp, skills
regarding the operation of machinery and tools by 5.7 pp, accounting skills by 2.0 pp and
computer skills by 1.9 pp (figure 9.3-4).

% ES2005 was omitted due to incomplete data.
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Figure 9.3-3: Development of amount of owners/managers who want their employees to be
trained
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Figure 9.3-4: Development of required skill for employees, expressed by owners/managers”’
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9.4  Use and Demand for BDS

Figure 9.4-1 shows that on average, most owners/managers have received advice about
developing their businesses, ranging from a high of 90.0% in 2005 to a low of 41.4% in 2007.
Some owners/managers have better understood the role of BDS in supporting their businesses
development, as indicated by the shared of owners/managers using BDS has slowly improved
from 41.4% in 2007 to 58.3% in 2013. Spouses and family members are important sources of

7 ES2005 was omitted due to incomplete data.
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business development service and advice, accounting for 10.7% and 23.6% of total firms in
2007 and 23.0% and 28.3% in 2013. Since most SMEs in Laos are family businesses, it is not
surprising that many managers consult their spouses and family members for advice about
developing their businesses. In contrast, the percentage of managers who consulted advisers
from government agencies, development projects and professional providers through the
BDS network, run by DoSMEP, declined by 2.9 pp, 8.7 pp and 7.7 pp during the period
2007°%-2013 (table 9.4-1).

Figure 9.4-1: Development of number of owners/managers receiving advice for developing their
businesses
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Table 9.4-1: Development of sources for business development advices

Adviser 2007 2009 2011 2013

Freq Percent Freq Percent Freq Percent Freq Percent

Spouse 33 10.65 226 2548 180 18.61 213 20.19
Family members 73 23.55 286 3224 332 3433 263 2493
Friends 63 20.32 120 13.53 138 14.27 184 17.44
Business partners 24 7.74 22 248 41 4.24 50 4.74
BMOs 19 6.13 39 440 57 5.89 75 7.11
Government agencies 30 9.68 100 11.27 94 9.72 63 5.97
Development projects 43 13.87 5 0.56 14 1.45 48 4.55
Professional providers through BDS network 25 8.06 36 4.06 53 5.48 3 0.28
Other 0 0 53 5.98 58 6.00 29 3.13
Total 310 100 887 100 967 100 928 100

Figure 9.4.2 indicates that more than 80.0% of enterprises do not pay for advising services, as
both the government and international organizations have implemented projects in order to
support business development in Laos. Both media and business institutes have played an

#* ES2005 was omitted due to incomplete data.
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increasingly important role for business development in Laos, with the proportion of firms
using these two sources increasing from 19.6% and 8.70% in 2007 to 27.4% and 11.2% in
2013 (table 9.4.2). On the other hand, the proportion of firms using advice from state
agencies or civil servants dropped by 1.6% points and 22.8% points during the period 2007-
2013.

Figure 9.4-2: Development of willingness to pay for business development advice
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Table 9.4.2: Sources of advice for business development

2007 2009 2011 2013
Freq | Percent | Freq | Percent | Freq | Percent | Freq [ Percent
From media 45 19,57 41 6,82 94 14,35 155 27,43
Special seminars organized by state agencies 26 11,30 43 7,15 57 8,70 54 9,56
Special seminars organized by business institutions 20 8,70 27 4,49 51 7,79 63 11,15
Related civil servants 87 37,83 54 8,99 82 12,52 85 15,04
Promotion for BDS network 0 0,00 0 0,00 0 0,00 2 0,35
Other 52 22,61 436 72,55 371 56,64 206 36,46
Total 230 100 601 100 655 100 565 100

9.5 Access to and the Need for Finance

According to figure 9.5-1, the proportion of enterprises that received external finance
decreased from 48.8% in 2005 to 41.7% in 2013. A shortage of information on credit
providers and the lack of collateral are major issues that limit access to finance for micro and
small entrepreneurs, as indicated by the fact that the share of firms that cannot find financial
sources increased from 8.2% in 2011 to 13.7% in 2013.%

* The option “No because can’t find sources” was only introduced in 2011.
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Figure 9.5-1: Development of number of businesses receiving external finance
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Figure 9.5-2 shows that more than 60.0% of firms have borrowed money from a bank to
support their businesses, but the proportion of firms borrowing from banks decreased from
69.4% in 2007* to 60.3% in 2013. It is likely that strict borrowing regulations and high
collateral requirements have prompted entrepreneurs to borrow from family members instead.
The percentage of firms borrowing from family members increased from 5.6% in 2007 to
16.9% in 2013 (figure 9.5-2). In contrast, borrowing from money lenders, relatives and
friends declined by 6.1 pp, 2.7 pp and 1.0 pp during the period 2007-2013.

“ ES2005 was omitted due to incomplete data.
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Figure 9.5-2: Development of sources for external financing
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Figure 9.5-3 shows that over the period 2005-2013, more than 60.0% of firms indicated that
they require funds in order to expand their businesses. This figure increased slightly from
62.7% in 2007 to 65.5% in 2013, but was still highest in 2005.*! At the same time, the share
of firms that indicated they do not require funds to expand decreased by 4.6pp during the
period 2005-2013 (figure 9.5-3).

*I The option “I will not expand” was only introduced in 2007
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Figure 9.5-3: Need for funding in order to expand business over time
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9.6

Firms’ Perceptions of Internal and External Constraints

9.6.1 Perceived Internal Constraints
It is quite difficult to identify the most significant internal and external constraints by simply
summarizing percentages. Therefore an index to evaluate these constraints was developed
and can be found in appendix 2. Perceptions of problem severity were coded as follows: 1 =
“very big”, 2 = “big”, 3 = “medium”, 4 = “small” and 5 = “no problem”, responding to types
of internal and external constraints. An average rating for each problem was then calculated.
The lower the average scores, the more serious the constraint was perceived to be.

Trends in firms’ perceptions of top three internal constraints are shown in Table 9.6.1-1.

Except in the year 2007%, lack of capital and lack of management are perceived the most
serious internal constraints. A more in depth analysis for 2013 can be found in the respective

appendix.
Table 9.6.1-1 Ratings of most severe internal constraints across time
Top 2007 2009 2011 2013
Low
1 productivity/ | Lack of capital | Lack of capital | Lack of capital
efficiency
’ Lack of market Lack of Lack of Lack of
information management management management
3 High labour | Lack of market | Lack of market | Low level of
costs information information technology

2 ES2005 was omitted due to incomplete data.
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9.6.2 Perceived External Constraints

Trends in firms’ perception of external problems are shown in table 9.6.2-1. Over time, firms
seem to perceive original external problems as being less severe as evidenced by rising total
average scores. Also here, for a detailed analysis regarding 2013 data it is referred to the
respective annex of this report. Too high taxes and duties, electricity prices and competition
with domestic firms are among the highest ranking (most severe) external problems for
enterprises in the period 2007-2013.

Table 9.6.2-1 Ratings of most severe external problems across time*

Top 2007 2009 2011 2013
C titi ith
Too high taxes &[Too high taxes &[Too high taxes & ompett 10r‘1 W
1 : . . domestic
duties duties duties .
competitors
Competition withCompetition with
2 Fuel prices domestic domestic Electricity prices
competitors competitors
.. ) Re-registering .. . |Too high taxes &
3 Electricity prices with tax office Electricity prices duties

* ES2005 was omitted due to incomplete data.
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Annex 1: ES2013 Questionnaire

1. Questionnaire No. DDD

2.Company in the sampling | ® Sampling list 2005 [ ]
@ Sampling list 2007
® Sampling list 2009 D
@ Sampling list 2011 D
® New Sampling
[]

3. Main product (ISIC code Rev. 4): DDDD

4. ProvinCe COUE: ......coiiiiiiieeieeee e DD

5. District COde: ....ovuiiiiie e DD
6. Ban Code:.......couiiii i DDD
6.1.Street ..o, Unit................. House NO....................
6.2 Company Tel:..........coceevennn. Fax:i....ooooevininnnns. Emailic....oooooiii
Website: ...
6.3 Name of respondent (1St):.....ccooeviiiiii
Tt e
Name of respondent (2nd):.........cccooiiiiiiiiiiee,
il
NGME Of ENUMEIATON ..o
Interview date........... VA 12013 Interview time: start ...........end ....o......
FIEIAWOIK SUDEIVISOI: ....oooooooeee e
Date checked: ... VA /2013
NaME OFf AALA ENEIY: ......ooooeeeeeee oo
Date entered: ... VA /2013
Name of Supervisor (Central LEVEI): ... seeseesessesses s
Date checked: :........... VA /2013

Enumerator: ask for business card from owner-manager/interviewee and attach to this form
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l. Basic data

7.Name of business (as registered):

8.Reqgistration (Tax) code number: DDDDDDDDDDDD

9.Start year of business

10.Gender of the owner-manager
® Male

® Female

11.Age of owner-manager

12. Nationality of owner-manager (SINGLE ANSWER)

@ Lao, ® Chinese
@ Vietnamese, @ Thai

® Other,
SPECITY..uveieiiiiiiiiann,

13.Name of ethnic group of the owner-manager

Name of ethniC group.........ooiii i,

14. Education of owner-manager (SINGLE ANSWER)

® no schooling, ® upper secondary
@ some primary, ® vocational

® completed primary, @ technical

@ lower secondary, higher

® post graduated

15. Ownership and form of enterprise (as per enterprise law)

(SINGLE ANSWER)

® Individual Enterprise ® State Company

BN
[]

L]

code attached

L]
[]
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@ Sole Limited Company ® Mixed Company
® Limited Company @ Ordinary Partnership
@ Public Company Limited Partnership

©® Cooperative

16. Form of enterprise (as per laws on domestic and foreign
investment) (SINGLE ANSWER)

® domestic
@ joint-venture,

® wholly owned foreign

17. Location of business (SINGLE ANSWER) D
® home, ® industrial area,
@ traditional market, ® roadside,
® shopping center, © other specify:

@ commercial district,

18. Premise (SINGLE ANSWER) D
@ his/her own,
@ rental,

® Other Specify:

19.0n site utilities (SINGLE ANSWER) D
@ electricity only,
@ water only,
® water and electricity,

@ no utilities,

20. How many months does the business operate per year? DD

21-29.
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Permanent full time worker

Total

Female

a. Total Number of permanent PAID &

L]

UNPAID workers ( including owner / “ DDD - DDD
manager)
a.1. Number of Management/
Administration staff 21a. DDD 22a.1 DDD
a.2. Number of technical staff/worker o1b, DDD 29 1 DDD
b. Number of unpaid family members 23. DDD 24, DDD
c. Number of permanent paid workers 25. 26.

NN

Logic Check: number in 21.

= number in 21a. + number in 21b.

= number in 23.. + number in 25

number in 221. = number in 22a.1 + number in 22b.1 = number in 24. + number in 26.

Part-time worker

Total

Female

a. Total Number of part-time workers

27.

NN

27.a

NN

Note: Part-time workers are workers who DO NOT work full time a day (8 hours, etc) and/or DO NOT work

on all working days in the week, BUT work on regular basis.

Temporary worker

Total

Female

season

c. Total number of temporary workers at low
season

b. Total number of temporary workers at peak

28.

29.

NN
L]

28.a

29a.

NN
NN

Note: Temporary workers are workers who are hired to work in short-term period.

Interviewer, only ask new companies in the sample if in old sample, proceed to Q31:

30.Number of workers at start up business

31. Who are your primary (largest) customer(s)?

Most

importend

second

third

L]
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@ individual customers, -1 Ll-2 L3
@ urban merchants, -1 -2 []-3
® urban businesses, -1 L2 L3
@ rural merchants, -1 Ll-2 L3
® rural businesses, -1 -2 [1-3
©®exporters -1 L2 L3
@ direct export (customers abroad) | []-1 12 L1-3
®OthEr ... evvvvvieeiiiiiiiiieiiieeennn, L]-1 ]2 []-3

32. Origin of inputs (SINGLE ANSWER)

® gather / collect self,
@ purchase Lao,

® purchase Thai,

33. Company assets this year 2011/12 (as stated to authorities)

(SINGLE ANSWER)

@ less than 100 Mill Kip,

@ between 100-250 Mill Kip,

® 250-750 Mill Kip,
@ 750-1.200 Mill Kip,

® above 1.200 Mill Kip

@ purchase Viet,
® purchase Chinese,

©® other imports, Specify

34. Company liabilities this year 2011/12

@ less than 200 Mill Kip,

@ between 200-400 Mill Kip,

® 401-700 Mill Kip,
@ 701-1.000 Mill Kip,

® above 1.000 Mill Kip

35. Turnover 2012/13 (as stated to tax office) (SINGLE ANSWER)

@ less than 200 Mill Kip,
® 200-400 Mill Kip,
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® 401-700 Mill Kip,
@ 701-1.000 Mill Kip,
® more than 1.000 Mill Kip

Il. Characteristics of the business/entrepreneur

Interviewer, only ask new companies in the sample, if the enterprise is in the old list skip to 39 and if the owner-
manager respond to @ also skip to 38

36.What did you do before you started this business? (SINGLE ANSWER) D

@ ran another business but closed (skip to Q37) ® employed by another business,

® was farmer, @ worked for a SOE,

® was trader, ®was unemployed,

@ worked for government, ® was too young to work,
® worked for family business, ®@others

Interviewer, only ask new companies in the sample, if the enterprise is in the old list skip to 39

37. Why did you close the old business? (MULTIPLE ANSWERS POSSIBLE)

|:| Not profitable, |:| new idea/better
opportunities in new business,

|:| too high competition, |:| closed down by authorities,

Dincreasing taxes, |:| ran bankrupt,

|:| private/family reasons, |:| other

Interviewer, only ask new companies in the sample, if the enterprise is in the old list skip to 39

38.What was the MAIN reason for you to start this business instead of doing something

else? (SINGLE ANSWER) I:'
@ No other options available, ® prefer to work for myself,
@ family pressure, ® identified profitable opportunity,
® inherited business, @ some capital available,
@ provides better income than alternatives, other

Interviewer, do not ask trading and service companies:

39.What is the level of technology you mainly use in your business?(SINGLE ANSWER)

[]
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® Hand tools/utensils,

@ portable power tools and electrical appliance,
® small fixed motorized equipment,

@ large machinery,

® motorized vehicles

What type of communication equipment do you have? (MULTIPLE ANSWERS

POSSIBLE)

1-None (SINGLE CODE IF ANSWER IS -“NONE”)

|:| 2-fixed line telephone
|:| 3-mobile telephone
|:| 4-Fax

|:| 5-Internet/ EMAIL

|:| 6-Other, specify:

41. Do you use computers and — if yes - for what purposes?

42.

(MULTIPLE ANSWERS POSSIBLE)

1 do not use computers (Skip to Q.42) |:| 6-market research
|:| 2-text processing, |:| 7-internet use
|:| 3-accounting, |:| 8-e-commerce
|:| 4-customer relations, |:| 9-Other, specify:

|:| 5-producing own advertisement

How did your business develop in 2012/13 compared to the year before
(2011/12)?
If the enterprise started between 2012/13 skip to 46
increase | remain the same | decrease don’t know
421 output -1 -2 -3 [1-4
42.2 turnover -1 ]2 []-3 []-4
42.3 profit -1 -2 -3 [1-4
42.4 number of employees -1 O-2 -3 [1-4
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43. How did your business develop during the last six months compared to the same
period of the year before?

increase | remain the same | decrease don’t know
43.1 output -1 -2 -3 [1-4
43.2 turnover -1 -2 -3 [1-4
43.3 profit -1 -2 -3 [1-4
43.4 number of employees -1 -2 -3 [1-4

44. Did you make some new investments last year (2011/12)?

@ Yes, | invested,

® No, | didn’t invest,

45. If you make some investment, which field did you invest?
(MULTIPLE ANSWERS POSSIBLE)

|:| 1.machinery,

|:| 2.company buildings,

skip to 46

|:| 6. Marketing

|:| 7. training

|:| 3.vehicles for business use |:| 8. private cars

|:| 4.Advertisement,

|:| 5. office equipment,

46. What are your expectations regarding the development of your business

|:| 9.private house

|:| 10.0ther, specify

in the next 2 years? (Situation from Q42)

increase | remain the same | decrease don’t know
46.1 output/ -1 -2 -3 [1-4
46.2 turnover -1 -2 -3 -4
46.3 profit -1 -2 -3 -4
46.4 number of employees -1 -2 -3 -4

47 Do you have any investment plan ?

® Yes, | have,

@ No, | don’t have, skip to Q49

48. If you have investment plan, in which fields you plan to invest?

(MULTIPLE ANSWERS POSSIBLE)
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|:| 1. machinery, |:| 6. Marketing
|:| 2. company buildings, |:| 7. training

|:| 3. vehicles for business use |:| 8. private cars
|:| 4. Advertisement, |:| 9. private house

|:| 5. office equipment, |:| 10. Other, specify.

49. If you have no investment plan, please indicate the reasons?
(MULTIPLE ANSWERS POSSIBLE)

|:| 1-No profit, |:| 5-Satisfied with my business
|:| 2-No market |:| 6-Too much bureaucracy
|:| 3-Lack of fund |:| 7-Because of global crisis
|:| 4-Lack of raw material |:| 8-Other, please specify

50. Do you know AEC**, AFTA* / WTO*? (MULTIPLE ANSWERS POSSIBLE)

1 don’t know skip to 53
[ ]2 know AEC answer 51,51a
|:| 3 Know AFTA answer 52,52a
|:| 4 Know WTO answer 52b, 52¢

50.a) Where did you get this information from? (MULTIPLE ANSWERS POSSIBLE)

|:| 1-Media, |:| 5-LNCCI, CCI and business associations
|:| 2-Friends and family members |:| 6-Industry and Commerce Dept.

|:| 3-Lao business partners |:| 7-Other government authorities

|:| 4-Foreign business partners |:| 8-Other, please specify

51. How do you think AEC will affect your business? (SINGLE ANSWER)

@ no effect, Skip to 52

* AEC= Asian Economic Community
* AFTA= Asian Free Trade Area
* WTO=World Trade Organization
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@ rather positive effect,
@ rather negative effect

@ don’t know

51.a) What kind of impact do you expect from AEC?

] 1-new markets for export products and services,

] 2-new opportunities to import product and services,

[] 3-easier access to imported products and services,

[1 4-more interest in investing in Laos,

[] 9-Other, please specify

52. How do you think AFTA affects your business since it started in 20087

(SINGLE ANSWER)

@ no effect, Skip to 52b
@ rather positive effect,
® rather negative effect

@ don’t know

[] 5-less interest in investing in Laos

[1 6-more competition by imported products and
services

] 7-better availability of qualified workers (from
abroad)

[ 8-less job opportunities for Lao workers

[]

52.a) What kind of impact did AFTA bring to your business?

[ 1-new markets for export products,

] 2-new opportunities to import product,
[] 3-easier access to imported products,

[] 7-Other, please specify

] 4-more competition by imported products and
services,
[1 5-more interest in investing in Laos

[] 6-less interest in investing in Laos

52.b) How do you think WTO affects your business since Laos became a member?

@ no effect, Skip to 52d
@ rather positive effect,
® rather negative effect

@ don’t know

[ sinGLE ANSWER)

52.c) What kind of impact did WTO bring to your business?

] 1-new markets for export products and services,

1 2-new opportunities to import product and services,

[] 5-less interest in investing in Laos

[] 6-more competition by imported products and
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services

[] 3-easier access to imported products and services, [ ] 7-better availability of qualified workers (from
abroad)

[1 4-more interest in investing in Laos, [[] 8-less job opportunities for Lao workers

[] 9-Other, please specify

52.d) How does your company prepare for start of AEC in 20157
(MULTIPLE ANSWERS POSSIBLE)

1 doing nothing

|:| 2 training staff

|:| 3 develop new product(s)/services

|:| 4 improving quality of product/service

|:| 5 searching for new market(s) in AEC

|:| 6 searching for new market(s) outside AEC

|:| 7 other, please specify

lll. Problems and framework conditions of the business
Give respondent “problem rate” show card and ask for each items

58. Please rate in the following table internal problems your business might face
currently:

very big Medium small

. . big no don'
Business-internal problems: problem know
a.Lack of management/ []-1 []-2 []-3 []-4 [ 15 []-98
b Lack of accounting skills [ ]-1 [ ]2 []3 [ 14 [ ]-5 [ ]-98
c.Lack of technically skilled labor [ ]-1 [ ]2 []3 [ 14 [ ]-5 [ ]-98
d.Lack of management staff [ ]-1 [ ]2 []3 [ 14 [ ]-5 [ ]-98
e.Low level of technology []-1 []-2 []-3 [ ]-4 [ 15 []-98
f.Lack of market information []-1 []-2 []-3 [ ]-4 [ 15 []-98
g.Lack of capital []-1 []-2 []-3 []-4 [ 15 []-98
h.High labour costs [ ]-1 [ ]2 []-3 [ 14 [ ]-5 [ ]-98
i.Low productivity/efficiency []-1 []-2 []-3 [ ]-4 []-5 [ ]-98
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j.Other, specify: [ ]-1 [ ]2 []3 [ 14 [ ]-5 [ ]-98

Give respondent “problem rate” show card and ask for each item

54. Please rate in the following table external problems your business might face
currently:

. very big big medium small no don't
Business-external problems: problem know
a. Competition with domestic competitors -1 -2 [1-3 -4 -5 []-98
b. Competition with foreign competitors -1 -2 13 14 -5 []-98
c. Too high taxes & duties -1 -2 [1-3 [1-4 -5 []-98
d. Other fees and unofficial payments [1-1 -2 [1-3 [1-4 -5 []-98
e. Lack of infrastructure:

1 - Roads -1 -2 []-3 []-4 L1-5 []-98
2 - Water -1 -2 []-3 []-4 L1-5 []-98
3 - Electricity -1 -2 []-3 [1-4 -5 []-98
4 - Telephone -1 -2 -3 -4 -5 []-98
5 - Internet -1 -2 -3 -4 -5 []-98
6 “Others .. L1-1 Ll-2 L3 L]-4 Ll-5 []-98
f. Electricity prices -1 -2 -3 [l-4 -5 []-98
g. Fuel prices -1 -2 -3 [l-4 -5 []-98
h. Telecommunication prices -1 -2 -3 -4 -5 []-98
i. Customs/foreign trade regulations -1 -2 13 [J-4 [1-5 []-98
j. Foreign currency exchange regulations -1 -2 -3 -4 -5 [J-98
k. Labor & safety regulations -1 -2 -3 -4 -5 []-98
I. Re-registering with tax office [1-1 -2 [1-3 [1-4 -5 []-98
m. Renew operating license -1 -2 -3 -4 -5 []-98
N.Oter | L1-1 Ll-2 L3 L]-4 Ll-5 []-98

55. If you have any problems with competitiveness, what are the main problems?
(MULTIPLE ANSWERS POSSIBLE)
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1- no problem

] 2-Low quality of own product/service
] 3-Too small scale of production
] 4-Unit cost/price of product/service

[ 5-Unequal treatment by authorities

[] 5-Protectionist measures

[] 7-Other, specify

skip to 57

Interviewer, only ask new companies in the sample, old sample skip to 58:

56. Registering your business with the local authorities took? (SINGLE ANSWER)

(Whole process of licensing, until start of operation)

@ 1-5 days,
@ 6-15 days,
® 16-30 days,
@ 31-90 days,

® more than 90 days

Interviewer, only ask new companies in the sample. If the enterprise in the old list skip to 58

57. (Ask new entries only) How many licenses/documents did you need to register

your business? #

58. How many licenses/ documents do you need to reregister your business #

59. What type of documents do you have to submit to get the necessary licenses to
run your business? (MULTIPLE ANSWERS POSSIBLE)

] 1-Application form

[] 2-Bank statement

[] 3-Location map

[] 4-Enterprise regulation
[] 5-Business plan

[] 6-Construction permits

[] 7-Other contracts

[] 15-other document, specify:

[] 8-Criminal record,

[] 9-CV of the owner

[ 10-Asset declaration

] 11-Import permit

[] 12-Business hand over certificate
[] 13-Technical certification

[1 14-Environmental impact assessment
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Interviewer, only ask new companies in the sample. If the enterprise in the old list skip to 62

60. Did you have any problems when you started the business?

@ yes,

@ no (if no skip to Q62)

Interviewer, only ask new companies in the sample. If the enterprise in the old list skip to 62

61. What were the most severe problems you faced when you started the business?
(MULTIPLE ANSWERS POSSIBLE)

[1 1-Lack of working capital
[] 2-Competitiveness

[] 3-Limitation of experiences
[] 4-Taxation

[] 5-Location

] 6-Infrastructure

[] 7-Law enforcement

[] 8-Lack of labor

] 9-Suppliers

] 10-Marketing

[ 11-Lack of skilled labor in production

] 12-Small production volume

[1 13-Too many procedures in business registration

[1 14-Product costing

[1 15-Language barrier

[1 16-Poor Banking Services
[1 17-Other, please specify

62. How do you EVALUATE the current economic situation in general compared to 2

years ago? (SINGLE ANSWER)

@ better,
@ about the same
® worse,

@ don’t know

Give respondent “helpful rate” show card and ask for each item

63. Please rate the facilitation of the central government now compared to 2 years

ago regarding your businesses on the following scale:

very helpful | helpful neutral | unhelpful | very unhelpful
a.Now Ot O2 | Os | O« s
b.Two years ago -1 -2 -3 -4 -5

Give respondent “helpful rate” show card and ask for each item

64. Please rate the facilitation of the local authorities now compared to 2 years ago

regarding your businesses on the following scale:
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very helpful | helpful neutral | unhelpful | very unhelpful
a.Now -1 -2 -3 -4 -5
b.Two years ago -1 -2 -3 -4 -5

65. Did you get any notices about regulations related to your business?
(MULTIPLE ANSWERS POSSIBLE)

[ ]1-no (SINGLE CODE IF “NO”)

|:| 2-yes, from local authorities

|:| 3-yes, from central authorities

|:| 4-yes, from LNCCI/BMOs

|:| 5-yes, from other sources, specify:

66. What business laws and regulations relating to your business do you know?
(MULTIPLE ANSWER POSSIBLE)

[ ] 1-none (SINGLE CODE IF “NONE?)

|:| 2-Tax law
|:| 3-Investment law
|:| 4-Labor law

|:| 5-Enterprise law

67. How did you get this information about laws and regulations

(MULTIPLE ANSWER POSSIBLE)

|:| 1-from media (Radio/TV, newspapers),

|:| 6-Accounting law,

|:| 7-Criminal law

[ ]8-Land law

|:| 9-Bank regulation

|:| 10-Other, please specify............ccocueenee.

|:| 2-from special seminars organised by state agencies,

|:| 3-from special seminars organised by business institutions,

|:| 4-from related civil servants,

|:| 5-from other sources, specify:

68. Are you a member of any business organisation? If yes, which ones?
(MULTIPLE ANSWERS POSSIBLE)

[ ]2-LNcal

|:| 3-Provincial CCl

1 None (SINGLE CODE IF “NONE”)

|:| 4-Business Association at national level
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|:| 5-Business Association at provincial level
|:| 6-Business Group

|:| 7-Other, specify

69. If you are a member, why? (MULTIPLE ANSWERS POSSIBLE)
|:| 1-Marketing purpose |:| 6-Access to Training
|:| 2-Because of the rule/regulation |:| 7-More power in negotiating
|:| 3-Help in problem solving |:| 8-Advocacy for business
|:| 4-to achieve fair competition in business |:| 9-Share information and experience
|:| 5-Better organize business |:| 10-Access to business services

|:| 11-Other, specify

70. Do you know about LBF*’ / PPPD*®? (MULTIPLE ANSWERS POSSIBLE)

1no skip to 75
[ ]2-pPPD
|:| 3- LBF answer 73

71. Did you participate in PPPD processes?

@ vyes,
@ no

72. Do you think PPPD was helpful for doing business?

@ vyes,
@ no

73. Did you participate in LBF processes?

@ yes,
@ no

74. Do you think LBF was helpful for doing business?

@ yes,
@ no

*" LBF= Loa Business Forum
* PPPD= Provincial Public Private Dialogue
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IV. Skills

75. Did you (owner, manager) complete any vocational and technical skills training?

@ vyes,

@ no (if no skip to Q.78)

76. If yes, what is your profession?

77. Where did you receive this training? (MULTIPLE ANSWERS POSSIBLE)

|:| 1-in the family, |:| 5-non-formal training course,

[ ] 2-self study, [ ] 6-by authorities,

|:| 3-from friends, |:| 7-vocational or technical school,
[ 4-project, [ ] 8-other, specify:

78. What type of professional training does your management and office staff have?
(MULTIPLE ANSWERS POSSIBLE) (Please indicate also numbers in relation to
Q21a)

|:| 1-none

|:| 2-trained in the company, persons,

|:| 3-short course training outside the company, persons,

|:| 4-graduated from public vocational or technical school, persons,
|:| 5-graduated from private school/college, persons,

|:| 6-graduated from university, persons,

|:| 7-Other, specify , persons.

79. What type of professional training do your workers and technical staff have?
(MULTIPLE ANSWERS POSSIBLE)

|:| 1-none

|:| 2-trained in the company, persons
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|:| 3-short course training outside the company,

persons

|:| 4-graduated from public vocational or technical school,

|:| 5-graduated from private school/college,

|:| 6-graduated from university,

|:| 7-Other, specify

persons

persons

persons

persons

79.a) In which fields did your staff graduate (please insert number of staff in
respective level of qualification?

unskilled

Semi-
skilled

Technici
an

Higher
diploma

Bachelor

Master

PhD

Business
administration

Accounting

General mechanics

Automotive

Construction

Electric/Electronics

Woodworking

IT

Hospitality

Agriculture

Finance/Banking

Other (first important)

80. Suppose that you want to expand your business, what level of skills/training

should your new employees have? (MULTIPLE ANSWERS POSSIBLE)

[ ] 1-No skills

|:| 2-Some skills but no certificate

|:| 3-Graduated from a public vocational / technical school
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|:| 4-Graduated from private school/college
|:| 5-Graduated from university
|:| 6-Don't know

|:| 7-Other, specify

80.a) In which fields should your new staff graduate?

unskilled | Semi- Technici | Higher Bachelor | Master PhD
skilled an diploma

Business
administration

Accounting

General mechanics

Automotive

Construction

Electric/Electronics

Woodworking

IT

Hospitality

Agriculture

Finance/Banking

Other (first important)

80.b) Are you engaged or willing to engage in formal vocational training / DCT? D

@ yes, already engaged in cooperation with (enter name of TVET school)

@ not yet, but interested to accept apprentices

® not interested.

81. Did you (owner / manager) have any management training when you started
your business? D

@ yes,
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@ no (if no skip to Q.84)

82. If yes, what kind of management training did you have?
(MULTIPLE ANSWERS POSSIBLE)

[ 1-occupational health and safety [1 6-laws and regulations
[ 2-cost calculation [1 7-quality management
[1 3-business management [1 8-business finance

] 4-accounting [] 9-others, specify:

[ 1 5-marketing

83. From what source did you get this training? (MULTIPLE ANSWERS POSSIBLE)

|:| 1-in the family, |:| 5-project,
|:| 2-from friends, |:| 6-by authorities,
|:| 3-non-formal training course, |:| 7-other, specify:

|:| 4-vocational or technical school,

84. Since you started your business, did you (owner / manager) get any
management training? D

@ yes,
@ no (if no skip to Q.87)

85. If yes, what kind of management training did you have?
(MULTIPLE ANSWERS POSSIBLE)

[ 1-occupational health and safety [1 6-laws and regulations
[1 2-cost calculation, [ 7-quality management,
[ 3-business management, [1 8-business finance,

[1 4-accounting, [ 9-others, specify:

[ 5-marketing,

86. From what source did you get this training? (MULTIPLE ANSWERS POSSIBLE)

] 1-in the family, ] 5-project,
|:| 2-from friends, |:| 6-by authorities,
|:| 3-non-formal training course, |:| 7-by BMO
|:| 4-vocational or technical school, |:| 8-other, specify:

150



HRDME Enterprise Survey 2013 for Lao PDR

87. Do you (owner / manager) want to learn any skills in order to improve your own
business? D

@ vyes,
@ no (if no skip to Q.89)

88. If yes, what skills would you like to learn to improve your business?
(MULTIPLE ANSWERS POSSIBLE)

|:| 1-Formulate a business plan, |:| 5-Informational management
|:| 2-Financial management, |:| 6-Production management
|:| 3-Marketing management, |:| 7-Technology management
L] 4-legal framework for doing business ] 8-Quality management

|:| 9-HR management |:| 10-Other, specify

89. Do you (owner / manager) want your employees to be trained?

@ yes,
@ no (if no skip to Q.91)

90. If yes, what skills would you like your employees to learn?
(MULTIPLE ANSWERS POSSIBLE)

[ ] 1-Customer service, L] 5-Operation of machinery and tools

|:| 2-Accounting, |:| 6-Computer

|:| 3-Record keeping, |:| 7-Documentation and filing

|:| 4-Foreign languages, specify |:| 8-Other, SpecCify........ccoeviiiiiiiieeen,

V. Business Development Services

91. Did you (owner / manager) ever get any advice for developing your business’?D

@ vyes,
@ no, if no go to Q.96

92. Whom did you ask for consultancy/recommendation for the development of your

business or where did you get relevant information from ? (MULTIPLE ANSWERS
POSSIBLE)

|:| 1-Spouse, |:| 7-Development projects

|:| 2-Family members, |:| 8-Professional providers through BDS network
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|:| 3-Friends, |:| 9-other professional providers
|:| 4-Business partners |:| 10-media

|:| 5- BMOs |:| 11-internet

[] 6-Government agencies ] 12-others (please specify)

93. Did you pay for such kind of advice? If yes, how much (for the last 12 months)

(SINGLE ANSWER)

® No

@ up to 1 million Kip

® million to 10 million Kip
@ more than 10 million Kip

® don’t know

94. Why did you choose this provider? (MULTIPLE ANSWERS POSSIBLE)

[] 1-professional service

[] 2-cost efficiency

[] 3-fast delivery of services
[ 4-best fit to my demand
] 5-Other, specify

[]

95. How do you know about these service providers? (MULTIPLE ANSWERS POSSIBLE)

] 1-from media

[] 2-special seminars organized by state agencies

[] 3-special seminars organized by business institutions
[] 4-related civil servants

[] 5-promotion for BDS network

[] 6-Other, specify

95.a) In which fields did you receive services? (MULTIPLE ANSWERS POSSIBLE)

|:| 1-Lao business relevant laws/regulations, |:| 6-Effects of WTO accession,

|:| 2-Tax related issues, |:| 7-Effects of AEC,

|:| 3-Accounting, |:| 8-Training of staff/workers,

|:| 4-Access to financing/financing |:| 9-Writing of loan/project proposals,
[] 5-Role of/membership in BMOs [_] 10-others (please specify)

VI. Business Taxes and Business Finance
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96. Which type of taxes are you paying?

@ Tax according to accounting system,

@ Lump sum tax, (IF Lump sum tax skip to Q 98)

97. What kind of taxes are you paying? (MULTIPLE ANSWERS POSSIBLE)

1 1-Profit tax

[] 2-Excise tax

] 3-Income tax

] 4-Excise tax

[] 5-Value added tax

] 6- Business Turnover tax

[] 7-Other, Specify..........ccceeeeeeeeeeeiinn.
98. How much tax do you pay on average per month currently?

Amount: Kip

99. How much tax did you pay on average per month last year?

Amount: kip

100. Do you have a bank account, and where? (MULTIPLE ANSWERS POSSIBLE)

] 1 no, [] 4-at a bank in the provincial center
[] 2-at a bank in my home town/ban [] 5-at a local savings institution
[] 3-at a bank in the district center [] 6-Other, please specify

101. Did your business receive any external financing?

@ yes,
@ no, because | don’t need a loan (skip to Q104)

® no, because of no access to source of finance (skip to Q104)

102. If yes, from what sources? (MULTIPLE ANSWERS POSSIBLE)

[ 1-from suppliers, [1 5-from banks,

] 2-from family members, ] 6-from micro-credit schemes,

[] 3-from friends, [ 7-from relatives

] 4-from money lenders, ] 8-from other sources others, SPecify:.................cccoevvvvnnnn...

103. What did you use the funds for? (MULTIPLE ANSWERS POSSIBLE)

] 1-machinery, [] 8-training
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[1 2-business buildings, [1 9-supporting for exports
[ 3-business vehicles [ 10-imports
[ 1 4-marketing [] 11-Repare my private house
] 5-local inputs ] 12-Purchase private vehicle
[] 6-office equipment, (] 13-0Other, SPECify..........uuuveeeeeeieiiiiiee e
[] 7-land
104. If you are going to expand your business, do you need any financing? D
@ vyes,
@ no, skip to VII additional comment
@ | will not expand, skip to VII additional comment)

105. How much financing do you need to expand your business?

Short term (up to 6 months) Kip

Long term Kip

106. From what source do you expect to receive those funds?
(MULTIPLE ANSWERS POSSIBLE)

] 1-from suppliers, [] 5-from banks,

] 2-from family members, ] 6-from micro-credit schemes,
] 3-from friends, ] 7-from other sources others
] 4-from money lenders, [ 8-from relatives

107. What will you use the funds for? (MULTIPLE ANSWERS POSSIBLE)

] 1-machinery, [] 8-training

[1 2-business buildings, [1 9-supporting for exports

[ 3-business vehicles [ 10-imports

[1 4-marketing [1 11-Repare my private house

[ 5-local inputs [] 12-Purchase private vehicle

[] 6-office equipment, (] 13-0Other, SPECify..........cuvveeeeeeeeiiiiiiee e
[] 7-land

VII. Do you have any things to say that we did not ask you?
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Thanks for your information
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Annex 2: Analysis of Internal and External Problems (ES2013)

It is quite difficult to identify the most serious internal and external constraints by simply
summarizing percentages. Therefore an index to evaluate these problems was developed.
Perceptions of problem severity were coded as follows: 1 = “very big”, 2 = “big”, 3 =
“medium”, 4 = “small”; and 5 = “no problem”, responding to types of internal and external
problems. An average rating for each problem was then calculated. The lower the average
scores, the more serious the constraint was perceived to be.

After identifying the top four most serious constraints from this index, the characteristics of
firms which face these constraints have been identified. This information may be used as an
orientation for policy makers in order to formulate effective, fact based policies and strategies
for improving the business environment. However, he information has to be set in context
and has to be interpreted thoroughly with due care first.

A.2.1 Index of internal constraints
Table A.2.1-1 (see below) summarizes firms’ perceptions of internal constraints. Of the nine
internal constraints included in the survey, the following had the lowest average score and
are marked yellow in table Al (i.e., were perceived to be the most severe):

(1) Lack of capital

(2) Low level of technology

(3) Lack of technical skilled labor

(4) Lack of management skills

Firms that expressed the lack of capital as a constraint were characterized by one or more of
the following features:
e Not receiving external financing due to lack of access to financing sources
No schooling (owner/manager education)
Some primary education (owner/manager education)
Limited partnership (Company’s legal status)
Had problems when starting the business
Vietnamese (owner nationality)
Agriculture, forestry and fishing sector
Mining and quarrying sector (ISIC Code)
Water supply, sewage, etc. sector (ISIC Code)
Luang Namtha province (LLocation)
Luang Prabang province (Location)
Size: Micro enterprises (1-2 persons)

Firms that identified low level of technology as a constraint were characterized by one or
more of the following features:

e Sole limited company (Company’s legal status)
Limited partnership (Company’s legal status)
Participated in PPPD activities
Participated in LBF activities
Agriculture, forestry and fishing sector (ISIC Code)
Mining and quarrying sector (ISIC Code)

Water supply, sewage, etc. sector (ISIC Code)
Vientiane Capital (Location)

Luang Prabang province (Location)

Size: Medium enterprises (20-99 persons)
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Firms that identified lack of technically skilled labor as a constraint were characterized by
one or more of the following features:

Limited partnership (Company’s legal status)
Wholly owned foreign (Company’s legal status)
Agriculture, forestry and fishing sector (ISIC Code)
Mining and quarrying sector (ISIC Code)

Water supply, sewage, etc. sector (ISIC Code)
Luang Namtha province (Location)

Luang Prabang province (Location)

Size: Large enterprises (100 or more people)

Firms which identified the lack of management skills as a constraint were characterized by
one or more of the following features:

Limited partnership (Company’s legal status)
Familiar with AFTA

Familiar with WTO

Participated in PPPD activities

Participated in LBF activities

Agriculture, forestry and fishing sector (ISIC Code)
Mining and quarrying sector (ISIC Code)

Luang Namtha province (LLocation)

Luang Prabang province (Loaction)

Size: Large enterprise (100 or more people)

A.2.2 Index of external constraints
Table A.2.2-1 (see below) summarizes firms’ perceptions of external constraints. Of the 18
external constraints included in the ES2013, the following answer possibilities had the lowest
average score (i.e., were perceived to be the most severe):

(1) Competition with domestic competitors

(2) Electricity prices

(3) Too high taxes & duties

Firms which identified competition with domestic competitors as a constraint were
characterized by one or more of the following features:

No schooling (Owner/manager education)

Limited partnership (Company’s legal status)

Profit decreased

Number of employees decreased

Familiar with AFTA

Familiar with WTO

Had problems when starting up the business

Not receiving external financing due to lack of access to finance sources
Mining and quarrying sector (ISIC Code)

Real estate activities sector (ISIC Code)

Human health and social work activities (ISIC Code)
Luang Namtha province (Location)

Luang Prabang province (Location)
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Size: Micro enterprise (1-2 persons)
Size: Medium enterprise (20-99 persons)

Firms which identified high electricity prices as a constraint were characterized by one or
more of the following features:

Vietnamese (Owner nationality)

Completed primary (Owner schooling)

Limited partnership (Company’s legal status)
Profit decreased

Number of employment decreased

Familiar with WTO

Have some problems when starting business
Not receiving external financing due to lack of access to financing sources
Water supply, sewerage, etc sector (ISIC Code)
Other service activities sector (ISIC Code)
Luang Namtha province (LLocation)

Luang Prabang province (Location)

Size: Large enterprise (100 above person)

The characteristics of firms which face the constraint on too high taxes and duties are as
follows:

Vietnamese (Owner nationality)

Limited partnership

Output decreased

Number of employees decreased

Know WTO

Had problems when starting up the business
Mining and quarrying sector (ISIC Code)
Human health and social work activities sector (ISIC Code)
Vientiane Capital (Location)

Luang Prabang province (Location)

Size: Large enterprise (100 or more people)
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Table A.2.1-1: Firm characteristics associated with perceptions of (most severe) internal

problems
Business internal problems
£
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Average 369 387 369 381 365 372 310 3.73 3.77 3.67
Gender of owner-manager
Male 374 388 371 386 3066 372 317 373 381 3.0
Female 375 3.89 395 391 388 379 313 389 392 3.79
Nationality of owner-manager
Lao 375 389 386 389 375 376 313 380 38 3.74
Vietnamese 329 357 371 371 443 386 214 414 457 371
Chinese 391 409 336 390 4.00 350 380 350 350 3.73
Other 350 4.00 3.00 380 4.14 390 411 430 411 3.87
Education of owner-manager
No schooling 341 359 3.8 375 340 353 224 38 335 344
Some primary 356 378 433 438 375 375 222 411 433 3.80
Completed primary 363 372 373 38 370 376 294 372 376 3.64
Lower secondary 380 397 400 394 377 373 297 399 38 3.79
Upper secondary 370 3.83 396 401 386 3.65 324 386 390 3.78
Vocational 397 410 388 3.8 365 381 310 390 419 3.83
Technical 352 383 363 362 374 376 307 373 393 3.65
Higher 370 3.88 366 382 377 378 330 365 378 3.0
Post graduated 387 406 352 379 366 408 360 373 381 3.79
Ownership and form of enterprise
Individual Enterprise 379 392 392 396 388 3.80 318 3.8 396 3.81
Sole Limited Company 331 350 321 336 291 317 275 339 311 3.19
Limited Company 393 400 350 364 356 396 370 344 380 3.73
Public Company 3.67 433 433 433 467 400 3.00 300 333 385
State Company 383 400 392 400 325 409 262 369 373 3.68
Mixed Company 400 440 380 460 460 460 360 3.80 500 4.27
Ordinary Partnership 375 413 363 350 386 3.63 375 375 414 3.79
Limited Partnership 200 333 233 267 267 367 233 267 267 270
Form of enterprise
Domestic 375 3.88 3.8 38 375 374 311 381 386 3.74
Joint-venture 3.63 417 417 429 426 417 371 400 436 4.08
Wholly owned foreign 355 3.8 276 3.60 353 3.67 389 343 330 3.5l
Export and non-export
Export 363 373 358 365 353 373 328 366 367 3.60
Non-export 379 396 392 398 38 377 310 3.87 394 3.80
Business develop in 2013 compared to 2012
Output
Increase 367 3.8 376 377 374 375 312 380 389 3.70
Remain the same 373 387 379 389 366 380 323 38 389 3.75
Decrease 379 391 386 391 368 369 302 363 373 3.69
Profit
Increase 371 38 378 378 38 378 322 38 393 375
Remain the same 372 3.8 3.8 394 360 38 314 390 385 3.74
Decrease 373 384 379 3.8 367 365 298 354 371 3.64
Number of employees
Increase 348 333 350 347 363 3.04 376 3.67 367 3.5l
Remain the same 382 396 397 384 384 319 391 394 394 3.82
Decrease 356 3.61 366 353 354 294 312  3.60 3.60 3.46
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Table A.2.1-1 Con’t: Firm characteristics associated with perceptions of (most severe) internal

problems
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Made some new investments last year (2011/12)
Invested last year 370 3.8 371 375 362 369 294 369 371 3.62
Didn't invested last year 377 393 38 397 3.85 379 329 389 396 3.82
Owner-manager has investment plan for business
Has investment plan 364 376 365 375 359 364 296 371 367 3.60
Has not investment plan 3.82 398 394 398 388  3.84 330 3.8 400 3.85
Owner-manager and AEC, AFTA, WTO
Don't know AEC, AFTA, and WTO 378 395 402 397 392 38 322 391 4.00 3.85
Know AEC 372 385 359 3.8l 3.61 3.63 3.04 367 372 3.63
Know AFTA 359 3.69 345 3.62 347 347 2.84 348 352 346
Know WTO 3.60 3.67 3.45 3.67 347 348 299 357 353 349
‘When owner-manager started the business
Have some problems 361 378 368 3.66 362 344 262 390 359 3.55
Have not any problems 376 390 3.83 3.91 3.77 379 321 3.80 3.89 3.76
Participation in PPPD processes
Participate in PPPD processes 340 357 363 341 343 349 292 358 354 3.44
Non-participate in PPPD processes 378 392 38 394 38 379 318 383 390 3.77
Participate in LBF processes
Participate in LBF processes 337 346 338 336 322 356 3.06 344 333 3.35
Non-participate in LBF processes 378 393 38 393 381 377 316 384 392 3.8
Completion vocational and technical skills training of owner-manger
Completed vocational/technical skills training 366 386 3.64 378 363 371 320 3.69 377 3.66
Non-completed vocational/technical skills training 382 391 399 398 38 380 3.10 392 395 3.82
Receiving some external financing
Received external financing 3.60 374 366 370 355 3.63 280 358 366 3.55
No receive- don’t need a loan 390 403 404 407 398 388 364 409 399 3.96
No receive-no access to source 367 386 358 38 368 371 263 360 407 3.62
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Table A.2.1-1 Con’t: Firm characteristics associated with perceptions of (most severe) internal
roblems
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By Sectors
Agriculture, forestry and fishing 350 350 260 280 220 3.00 233 260 175 270
Mining and quarrying 1.50  1.50 150 150 200 200 1.00 200 200 1.67
Manufacturing 3.64 393 365 393 356 388 311 362 369 3.67
Electricity, gas, steam and air conditioning supply 433 467 400 500 400 433 333 367 400 4.15
Water supply; sewerage, etc 340 340 240 260 250 320 140 440 280 290
Construction 371 382 350 379 329 388 244 312 359 346
Wholesale and retail trade; repair of motor, etc 3.86 3.98 4.03 4.01 3.97 3.80 3.25 3.99 4.03 3.88
Transportation and storage 341  3.67 352 388 315 338 285 364 367 3.46
Accommodation and food service activities 351 361 369 363 391 363 313 375 381 3.63
Information and communication 350 338 338 329 333 367 329 400 314 344
Financial and insurance activities 375 388 363 350 413 375 388 3.13 357 3.69
Real estate activities 400 400 400 400 400 400 200 4.00 400 3.78
Professional, scientific and technical activities 4.50 4.25 4.00 4.17 3.71 3.67 4.00 3.71 4.14  4.02
Administrative and support service activities 370 407 393 400 359 383 372 425 415 392
Education 440 440 370 440 378 410 320 330 3.89 391
Human health and social work activities 450 450 450 450 400 450 450 450 @ 4.00 4.39
Arts, entertainment and recreation 4.75 5.00 4.75 4.50 3.67 5.00 3.75 4.75 5.00 4.57
Other service activities 420 430 388 378 311 350 28 390 3.67 3.69
Activities of extraterritorial organizations and bodies | 4.00  4.33 400 440 325 367 250 350 417 3.76
By Province
Vientiane Capital 380 394 384 405 373 38 336 365 383 379
Luangnamtha 341 358 379 362 38 345 247 375 389 354
Luangprabang 359 375 362 357 349 360 262 3066 361 350
Savannakhet 401 409 398 411 393 38 363 396 395 395
Champasack 373 392 385 390 381 38 331 401 407 382
By Firm Size
Micro Enterprise (1-2 persons) 390 401 412 407 404 376 3.01 406 4.04 3.89
Small Enterprise (3-19 persons) 374 389 382 38 377 376 324 378 389 375
Medium Enterprise (20-99 persons) 355 371 344 359 333 370 295 353 346 347
Large Enterprise (100 and above person) 350 368 314 359 338 3.8 341 373 376 3.56
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Table A.2.2-1: Firm characteristics associated with perceptions of (most severe) external

problems
Business-external problems
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Average 2.62 3.83 294 3.68 3.86 4.15 4.12 440 4.18 2779 321 3.84 377 3.36 4.08 3.96 4.10
Gender of owner-manager
Male 2.74 3.86 3.08 3.74 3.83 4.13 419 441 422 289 325 3.80 3.79 3.38 4.07 3.90 4.04
Female 2.55 397 280 3.63 3.86 4.08 406 431 420 266 334 391 374 330 4.17 391 4.05
Nationality of owner-manager
Lao 2.64 392 295 3.68 3.84 4.10 413 435 422 278 328 3.84 378 336 412 391 4.05
Vietnamese 329 414 2.00 3.57 343 4.14 3.86 457 433 257 357 433 4.00 400 429 3.86 4.14
Chinese 2.73 3.67 330 4.10 436 436 400 491 456 282 336 436 3.55 3.00 456 4.45 436
Other 270 390 3.40 3.56 4.00 3.80 4.00 420 3.60 2.60 3.00 3.90 3.90 3.50 4.11 3.10 3.00
Education of owner-manager
No schooling 1.82 435 259 341 424 424 382 447 427 271 329 412 3.69 371 418 329 3.71
Some primary 3.44 425 275 344 433 4.67 422 467 500 2.67 333 4.11 4.00 325 444 422 444
Completed primary 2.68 394 263 347 3.74 381 395 425 438 237 297 372 3.66 3.17 4.11 3.77 3.87
Lower secondary 2.60 392 2.89 376 3.73 4.17 414 441 432 3.01 353 396 391 343 408 3.95 4.02
Upper secondary 271 3.83 295 381 395 4.06 418 432 432 273 332 388 386 3.43 4.22 397 4.17
Vocational 2,62 411 3.08 3.89 3.84 411 423 456 443 269 3.16 397 393 331 4.05 392 4.15
Technical 232 400 3.06 390 400 4.23 429 443 404 3.10 3.57 400 3.85 3.69 410 4.03 4.03
Higher 2.61 391 292 353 3.80 4.12 407 429 398 278 3.23 371 359 3.16 4.04 3.89 3.92
Post graduated 296 3.64 348 3.64 3.78 428 420 446 4.04 292 328 3.83 354 342 4.10 3.85 4.17
Ownership and form of enterprise
Individual Enterprise 2,64 392 296 373 3.83 4.07 409 433 422 274 334 390 3.85 3.40 4.20 4.00 4.11
Sole Limited Company 253 403 2.64 3.17 3.66 4.03 399 436 4.01 288 3.04 3.58 3.43 321 3.68 347 3.71
Limited Company 3.00 370 321 3.63 4.18 450 464 4.64 425 279 279 359 338 286 3.85 3.36 3.79
Public Company 2.67 4.00 3.00 4.00 4.67 4.67 4.67 4.67 4.67 3.67 3.67 2.67 267 2.67 233 3.00 233
State Company 2.77 3.82 3.67 400 408 4.62 462 4.69 4.08 331 3.15 415 4.09 3.38 425 3.85 423
Mixed Company 2.60 320 2.80 4.80 4.40 5.00 5.00 500 5.00 3.20 3.80 3.80 3.20 3.00 3.80 4.00 4.00
Ordinary Partnership 3.00 3.88 3.13 375 425 450 438 4838 4.71 3.13 3.63 425 3.14 283 4.13 3.75 4.13
Limited Partnership 2.00 3.00 2.00 3.33 5.00 433 433 467 4.00 200 233 3.00 267 2.67 333 3.00 3.00
Form of enterprise
Domestic 2.64 394 293 3.69 3.82 4.09 411 434 420 276 328 3.85 379 3.36 4.12 391 4.05
Joint-venture 292 354 3.13 346 4.08 450 458 479 450 325 350 4.21 3.57 342 433 3.83 4.08
‘Wholly owned foreign 2,62 330 3.19 3.65 432 436 427 4.64 4.05 273 332 3.68 336 281 375 3.68 3.73
Export and non-export
Export 2.66 3.80 3.05 3.67 370 4.07 406 431 430 296 321 3.70 3.58 3.17 3.94 3.81 4.00
Non-export 265 393 290 3.69 391 4.13 415 439 4.17 270 332 392 384 342 420 3.94 4.06
Business develop in 2013 compared in 2012
Output
Increase 2.82 394 3.07 372 3.82 411 409 437 415 285 331 3.83 3.66 3.17 4.01 3.90 4.07
Remain the same 2.63 391 285 377 390 4.19 434 441 430 280 336 3.84 3.83 342 419 390 3.99
Decrease 224 381 266 352 3.85 4.07 407 437 4.10 251 323 397 3.88 347 427 3.85 4.04
Profit
Increase 278 397 3.10 3.73 3.85 4.14 415 438 4.18 2.84 332 386 3.70 3.19 403 3.96 4.13
Remain the same 2.86 4.00 2.81 3.78 3.87 420 427 441 435 285 342 384 380 343 4.15 3.83 3.94
Decrease 2.17 371 2.64 348 3.83 4.04 406 434 4.03 250 3.16 3.88 3.78 3.37 424 379 3.99
Number of employees
Increase 275 4.05 2.83 347 3.60 395 401 433 395 260 3.11 3.57 346 2.84 3.83 3.79 4.05
Remain the same 2.67 3.88 297 3.82 397 421 426 442 430 281 340 397 385 345 423 396 4.08
Decrease 2.04 377 256 3.18 3.57 3.86 3.78 427 397 246 3.05 3.83 3.74 3.38 4.08 3.69 3.87
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Table A.2.2-1: Cont’ Firm characteristics associated with perceptions of (most severe) external
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Made some new investments last year
Invested last year 2.60 397 2.84 357 376 4.12 413 434 412 272 334 3.87 377 323 417 391 412
Didn't invested last year 2.68 3.87 3.02 376 390 4.10 4.13 438 427 282 326 3.84 376 3.42 4.09 390 3.99
Owner-manager has investment plan for business
Has investment plan 2.68 395 290 3.57 3.67 4.06 4.14 430 4.14 280 3.16 3.73 3.62 3.17 398 3.78 3.97
Has not investment plan 2.63 3.88 298 377 397 414 411 441 426 276 339 394 387 347 422 399 4.10
Owner-manager and AEC, AFTA, WTO
Don't know AEC, AFTA, and WTO 272 401 3.00 3.82 390 4.10 420 439 442 276 333 399 392 355 423 4.06 412
Know AEC 259 378 290 351 3.82 414 406 435 4.05 281 326 3.70 359 3.09 3.99 3.72 3.95
Know AFTA 244 3.66 280 3.43 3.66 406 393 425 3.88 271 324 3.67 344 3.00 396 3.62 3.90
Know WTO 246 3.71 277 348 3.67 410 398 426 3.88 276 3.24 3.64 351 3.02 398 3.67 3.90
When owner-manager started the business
Have some problems 233 3.84 275 3.67 3.67 397 4.03 426 400 3.00 3.51 4.06 3.81 3.18 4.00 3.63 3.66
Have not any problems 2.68 392 297 3.69 3.87 412 414 437 423 275 327 383 376 3.36 4.13 3.93 4.08
Participation in PPPD
Participate in PPPD 2.63 3.69 3.08 3.63 3.60 3.93 400 4.15 3.88 297 324 386 3.82 345 417 3.96 4.15
Non-participate in PPPD 2,65 394 293 3.69 3.87 413 414 439 426 276 330 3.85 3.76 3.33 4.11 3.90 4.03
Participate in LBF processes
Participate in LBF 252 357 3.00 356 3.37 3.89 3.87 4.08 3.81 278 3.05 3.70 3.66 3.37 3.90 3.81 3.98
Non-participate in LBF 2,66 394 294 370 3.89 4.13 415 439 426 278 331 3.87 377 3.34 4.14 391 4.05
Completion technical skills training
Completed 2.67 394 299 3.68 380 4.15 416 437 4.14 280 3.26 3.81 3.66 3.30 4.05 3.78 3.94
Non-completed 2.63 3.88 290 3.69 3.89 4.07 409 436 428 276 333 390 3.87 3.39 4.19 4.03 4.14
Receiving some external financing
Received external financing 273 381 295 372 3.82 411 414 433 411 279 323 386 3.71 3.22 4.04 3.89 4.01
No receive-they don’t need a loan 2,62 4.03 3.10 3.83 395 4.12 416 440 431 285 339 3.83 389 3.53 4.22 403 4.18
No receive- no access to source of finance | 2.49 3.81 242 3.12 3.61 4.07 397 435 4.18 249 3.14 3.89 349 3.14 4.02 3.54 3.68
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Table A.2.2-1 Con’t: Firm characteristics associated with perceptions of (most severe) external
roblems
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By Sectors

Agriculture, forestry and fishing 3.67 3.50 3.00 3.60 4.83 4.83 5.00 4.83 5.00 3.83 3.83 3.33 3.00 3.00 3.83 3.17 3.17
Mining and quarrying 1.00 3.50 1.50 3.00 2.00 1.50 2.00 2.50 2.00 2.50 2.00 2.50 2.50 1.50 4.00 3.50 3.50
Manufacturing 2.89 4.09 2.89 375 370 3.96 4.12 431 435 2.64 3.19 394 392 358 426 3.99 4.1
Electricity, gas, steam, etc 2.67 333 267 400 3.33 3.67 3.33 5.00 4.67 2.67 2.67 3.67 333 267 400 433 433
Water supply; sewerage, etc 2.60 4.60 2.80 3.20 3.40 340 320 3.80 4.00 2.00 3.00 4.00 4.00 4.00 4.00 4.00 4.60
Construction 2.85 3.82 3.09 3.64 4.09 4.09 438 456 4.42 291 2.85 3.94 394 341 4.12 4.03 4.06
Wholesale and retail trade; repair, etc 2.68 3.80 299 376 3.99 4.17 4.17 441 434 286 334 3.82 3.75 321 4.13 393 4.11
Transportation and storage 246 412 275 3.50 348 4.14 4.14 436 409 293 236 3.30 3.38 3.15 3.35 3.30 3.59
Accommodation and food service activities | 2.38 4.02 2.75 3.52 3.66 4.03 4.06 4.28 4.01 257 3.49 398 3.68 3.44 413 3.85 3.85
Information and communication 225 4.00 3.38 3.14 3.88 488 450 450 3.88 3.38 3.14 438 3.80 3.83 4.50 4.83 4.88
Financial and insurance activities 2.13 2.88 2.88 3.00 3.38 4.00 338 4.00 3.75 250 2.75 3.13 3.13 3.25 3.50 3.50 3.50
Real estate activities 2.00 3.00 5.00 5.00 5.00 5.00 5.00 500 4.00 3.00 3.00 5.00 5.00 5.00 5.00 5.00 5.00

Professional, scientific and technical activitie§ 3.75 3.86 2.63 4.00 4.25 4.50 438 475 4.13 3.13 438 4.13 443 3.00 443 3.88 425
Administrative and support service activities | 2.47 4.07 3.23 3.75 3.77 4.13 390 420 3.62 290 337 3.73 3.71 3.33 4.14 373 4.03

Education 2.80 4.89 3.80 4.11 450 4.60 450 4.90 4.67 3.00 3.67 3.90 3.40 3.60 420 3.50 4.00
Human health and social work activities 1.00 2.00 2.50 4.00 3.50 4.50 4.50 4.50 3.50 2.50 3.00 4.00 3.50 3.00 3.50 4.50 4.50
Arts, entertainment and recreation 225 500 3.75 400 325 450 375 425 450 3.00 4.75 5.00 475 450 425 4.67 4.67
Other service activities 340 4.00 3.60 3.80 3.50 4.00 3.80 4.20 4.33 240 3.50 433 4.50 4.00 4.56 4.75 4.56
Activities of extraterritorial organizations 2.80 3.00 2.40 3.83 4.00 3.67 4.00 4.17 420 220 250 3.00 4.25 3.00 4.00 4.00 4.20
By Province
Vientiane Capital 2.66 375 2.82 349 373 420 4.04 441 4.08 279 332 3.84 371 3.58 420 3.89 4.08
Luangnamtha 231 3.67 289 3.86 425 412 4.12 442 446 255 342 4.04 3.68 295 404 379 3.83
Luangprabang 2.25 4.01 2.64 3.63 391 3.88 401 422 387 255 327 395 373 330 4.17 3.83 3.92
Savannakhet 2.97 397 324 382 395 414 422 438 440 290 320 3.76 3.77 3.27 404 4.09 4.22
Champasack 2.89 4.04 3.12 375 3.62 420 424 441 438 297 331 3.78 390 3.41 410 3.86 4.03
By Firm Size
Micro Enterprise (1-2 persons) 259 4.12 290 3.74 394 398 4.02 430 437 2.81 332 391 389 344 411 394 401
Small Enterprise (3-19 persons) 2.66 3.85 298 3.69 3.85 4.12 4.14 438 421 276 332 3.88 376 3.33 4.17 3.93 4.08
Medium Enterprise (20-99 persons) 2.58 398 290 3.64 3.68 422 417 438 4.07 281 324 3.74 3.67 3.33 406 3.85 3.97
Large Enterprise (100 above person) 329 343 2.82 341 3.68 445 441 450 4.00 273 282 345 329 3.00 3.55 332 3.82
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Findings by Province

Table A.3.1: Percentage share - gender of owner/manager

Vientiane Luang Luang Savannakhet | Champasack Total
Capital Namtha Prabang
Male 52,05 44,16 52,90 50,32 57,86 52,30
Female 47,95 55,84 47,10 49,68 42,14 47,70
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.2: Percentage share - age of owner/manager
Vientiane Luang Luang Savannakhet | Champasack Total
Capital Namtha Prabang
<30 10,53 19,48 9,62 8,92 8,75 10,50
30-40 20,47 29,87 25,00 29,94 18,75 24,10
41-50 28,07 27,27 33,97 36,94 32,50 32,20
51-60 25,15 14,29 18,59 14,01 25,63 20,20
>60 15,79 9,09 12,82 10,19 14,38 12,90
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.3: Percentage share - nationality of owner/manager
Vientiane Luang Luang Savannakhet | Champasack Total
Capital Namtha Prabang
Lao 95,32 96,10 94,87 95,54 92,50 94,70
Other 4,68 3,90 5,13 4,46 7,50 5,30
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.4: Percentage share - education of owner/manager
Vientiane Luang Luang Savannakhet | Champasack Total
Capital Namtha Prabang
No schooling 2,92 1,30 4,49 0,00 1,88 2,20
Some primary 2,34 1,30 0,64 1,28 0,63 1,20
Completed primary 8,77 23,38 12,18 8,97 4,38 10,10
Lower secondary 11,70 22,08 20,51 15,38 15,00 16,20
Upper secondary 20,47 22,08 22,44 34,62 28,75 26,00
Vocational 6,43 7,79 10,26 7,05 10,63 8,50
Technical 5,85 0,00 5,77 3,85 3,75 4,30
Higher 26,32 19,48 20,51 24,36 26,25 23,90
Post graduated 15,20 2,60 3,21 4,49 8,75 7,50
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.5: Percentage share - primary (largest) customer(s)
Vientiane Luang Luang Savannakhet | Champasack Total
Capital Namtha Prabang
Individual customers 39,40 48,09 52,19 40,52 39,56 42,94
Urban merchants 17,91 16,79 12,75 18,95 18,04 17,10
Urban businesses 18,81 12,98 10,36 15,69 13,92 14,79
Rural merchants 6,57 6,87 9,96 9,15 6,01 7,69
Rural businesses 4,78 6,11 6,77 6,86 6,33 6,12
Exporters 5,67 3,82 1,59 1,96 2,85 3,21
Direct export (customers 3,58 3,05 0,80 2,94 6,01 3,44
abroad)
Other 3,28 2,29 5,58 392 7,28 4,71
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.6: Percentage share - origin of inputs
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Gather/collect self 2,98 7,79 8,33 0,65 3,14 4,20
Purchase Lao PDR 64,29 77,92 75,00 70,32 74,84 71,70
Purchase Thailand 23,81 6,49 12,82 22,58 15,09 17,30
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Purchase Vietnam 2,98 0,00 0,64 2,58 1,26 1,70
Purchase Chinese 1,79 7,79 2,56 0,65 1,89 2,40
Other imports 4,17 0,00 0,64 3,23 3,77 2,70
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.7: Percentage share - firms using computer
Vientiane Luang Luang Savannakhet | Champasack Total
Capital Namtha Prabang

Yes 71,93 36,36 46,15 45,36 50,63 52,15
No 28,07 63,64 53,85 54,14 49,38 47,85
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.8: Percentage share - purpose of using computers

Vientiane Luang Luang Savannakhet | Champasack | Total

Capital Namtha Prabang
Do not use computer 9,14 39,84 25,77 25,00 21,41 20,50
Text processing 18,67 15,45 15,95 14,71 14,91 16,28
Accounting 19,24 17,07 17,48 16,47 18,43 18,00
Customer relations 13,14 4,07 10,74 12,65 13,82 12,06
Producing own advertisement 9,14 1,63 6,44 5,00 5,42 6,42
Market research 9,52 2,44 6,44 9,12 7,05 7,78
Internet use 17,14 15,45 14,72 14,12 14,91 15,45
E-commerce 3,62 0,81 1,23 1,76 2,71 2,38
Other 0,38 3,25 1,23 1,18 1,36 1,13
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.9: Percentage share - business development in 2012/13 compared to 2011/12

Output Vientiane Luang Luang Savannakhet | Champasack Total
Capital Namtha Prabang
Increase 44,37 45,45 41,89 41,94 43,08 43,20
Remain the same 23,18 30,30 20,95 32,26 26,92 25,68
Decrease 31,13 24,24 37,16 25,81 29,23 30,61
Don’t know 1,32 0,00 0,00 0,00 0,77 0,51
Total 100,00 100,00 100,00 100,00 100,00 100,00
Turnover
Increase 45,10 45,45 41,39 40,86 45,38 43,73
Remain the same 19,61 28,79 20,27 32,26 20,77 23,05
Decrease 34,64 25,76 37,84 26,88 33,85 33,05
Don’t know 0,65 0,00 0,00 0,00 0,00 0,17
Total 100,00 100,00 100,00 100,00 100,00 100,00
Profit
Increase 41,18 45,45 40,54 40,22 43,08 41,77
Remain the same 22,88 27,27 19,59 31,52 23,85 24,11
Decrease 35,29 27,27 39,86 27,17 32,31 33,62
Don’t know 0,65 0,00 0,00 1,09 0,77 0,51
Total 100,00 100,00 100,00 100,00 100,00 100,00
Number of Employees

Increase 19,74 6,06 17,57 21,51 22,90 18,64
Remain the same 59,87 83,33 66,89 70,97 61,83 66,44
Decrease 18,42 9,09 13,51 7,53 15,27 13,73
Don’t know 1,97 1,52 2,03 0,00 0,00 1,19
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.3.10: Percentage share - business development during the last six months compared to

the same period of the year before

Output Vientiane Luang Luang Savannakhet | Champasack Total
Capital Namtha Prabang
Increase 33,77 42,42 37,84 44,09 50,77 41,16
Remain the same 34,44 37,88 31,08 33,33 22,31 31,12
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Decrease 31,13 19,70 31,08 22,58 26,92 27,55
Don’t know 0,66 0,00 0,00 0,00 0,00 0,17
Total 100,00 100,00 100,00 100,00 100,00 100,00
Turnover
Increase 36,60 43,94 37,84 44,09 52,31 42,37
Remain the same 29,41 33,33 27,70 33,33 17,69 27,46
Decrease 33,99 22,73 34,46 22,58 30,00 30,17
Don’t know 0,00 0,00 0,00 0,00 0,00 0,00
Total 100,00 100,00 100,00 100,00 100,00 100,00
Profit
Increase 33,55 43,94 37,16 43,01 50,39 40,82
Remain the same 31,58 33,33 25,00 34,41 18,60 27,72
Decrease 34,87 22,73 37,16 22,58 31,01 31,29
Don’t know 0,00 0,00 0,68 0,00 0,00 0,17
Total 100,00 100,00 100,00 100,00 100,00 100,00
Number of Employees

Increase 17,11 9,09 14,86 21,51 27,91 18,71
Remain the same 65,79 84,85 66,89 68,82 62,02 67,36
Decrease 15,79 4,55 15,54 9,68 9,30 12,07
Don’t know 1,32 1,52 2,70 0,00 0,78 1,36
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.11: Percentage share - firms investing last year (2011/12)

Vientiane Luang Luang Savannakhet | Champasack | Total

Capital Namtha Prabang
Yes, I invested 45,10 48,48 55,03 40,00 38,69 45,40
No, I didn’t invest 54,90 51,52 44,97 60,00 61,31 54,60
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.3.12: Percentage share - expectations regarding the development of business in the next

2 years
Output Vientiane Luang Luang Savannakhet | Champasack Total
Capital Namtha Prabang
Increase 64,33 68,83 64,10 63,69 65,63 64,91
Remain the same 18,13 16,88 21,15 18,47 21,25 19,42
Decrease 8,77 5,19 10,26 11,46 8,13 9,15
Don’t know 8,77 9,09 4,49 6,37 5,00 6,52
Total 100,00 100,00 100,00 100,00 100,00 100,00
Turnover
Increase 65,50 68,83 65,38 64,33 68,75 66,30
Remain the same 17,54 16,88 17,95 17,20 18,13 17,61
Decrease 10,53 5,19 12,18 11,46 8,13 9,99
Don’t know 6,43 9,09 4,49 7,01 5,00 6,10
Total 100,00 100,00 100,00 100,00 100,00 100,00
Profit
Increase 63,74 66,23 64,10 63,69 67,92 65,00
Remain the same 19,30 18,18 17,31 17,83 16,98 17,92
Decrease 10,53 6,49 12,18 11,46 9,43 10,42
Don’t know 6,43 9,09 6,41 7,01 5,66 6,67
Total 100,00 100,00 100,00 100,00 100,00 100,00
Number of Employees
Increase 48,50 46,75 50,00 46,50 48,10 48,11
Remain the same 36,53 42,86 41,03 44,59 43,67 41,54
Decrease 6,59 2,60 1,28 4,46 3,16 3,78
Don’t know 8,38 7,79 7,69 4,46 5,06 6,57
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.3.13: Percentage share — prevalence of investment plan

| Vientiane

| Luang

| Luang

| Savannakhet

Champasack | Total
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Capital Namtha Prabang
Yes, I have 49,71 36,36 41,67 39,49 40,63 42,30
No, I don’t have 50,29 63,64 58,33 60,51 59,38 57,70
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.14: Percentage share - areas planned to invest in

Vientiane Luang Luang Savannakhet | Champasack | Total

Capital Namtha Prabang
Machinery 15,25 14,29 10,57 11,81 6,38 11,76
Company buildings 23,32 26,53 27,64 23,61 29,79 25,74
Vehicles for business use 14,35 18,37 18,70 15,97 16,31 16,18
Advertisement 6,73 4,08 6,50 8,33 6,38 6,76
Office equipment 11,66 8,16 11,38 6,94 9,22 9,85
Marketing 9,87 10,20 4,88 11,11 11,35 9,56
Training 4,93 0,00 1,63 6,25 4,96 4,26
Private cars 0,90 0,00 1,63 2,08 3,55 1,76
Private house 1,79 2,04 1,63 0,69 0,71 1,32
Other 11,21 16,33 15,45 13,19 11,35 12,79
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.15: Percentage share — reasons for not investing

Vientiane Luang Luang Savannakhet | Champasack | Total

Capital Namtha Prabang
No profit 14,60 11,29 23,81 11,76 11,19 14,38
No market 14,60 14,52 12,70 13,45 20,90 15,40
Lack of fund 11,68 17,74 21,43 13,45 11,94 14,38
Lack of raw material 5,11 1,61 3,17 5,88 4,48 4,33
Satisfied with my business 40,15 40,32 26,19 43,70 37,31 37,20
Too much bureaucracy 3,65 1,61 3,97 0,00 1,49 2,25
Because of global crisis 2,19 1,61 0,00 0,00 1,49 1,04
Other 8,03 11,29 8,73 11,76 11,19 10,03
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.16: Percentage share - knowledge of AEC, AFTA or WTO

Vientiane Luang Luang Savannakhet | Champasack | Total

Capital Namtha Prabang
Do not know 19,30 41,03 43,05 55,90 37,82 37,45
Know AEC 35,064 24,79 23,32 23,59 27,31 27,38
Know AFTA 20,46 17,09 15,25 8,72 15,55 15,30
Know WTO 24,09 17,09 18,39 11,79 19,33 18,87
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.17: Percentage share - information sources about AEC, AFTA and WTO

Vientiane Luang Luang Savannakhet | Champasack | Total

Capital Namtha Prabang
Media 41,32 48,98 61,63 51,72 47,69 48,97
Friends and family members 14,88 6,12 12,79 12,64 14,62 13,79
Lao business partners 13,22 2,04 11,63 5,75 10,00 10,52
Foreign business partners 7,44 2,04 2,33 4,60 6,15 5,69
LNCCI and business 9,50 12,24 8,14 12,64 7,69 9,83
associations
Industry and Commerce 6,01 10,20 1,16 5,75 3,08 5,34
Department
Other government authorities 6,61 12,24 1,16 4,60 5,38 5,86
Other 0,41 6,12 1,16 2,30 5,38 0,00
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.18: Percentage share — assumed effect of AEC on business

Vientiane Luang Luang Savannakhet | Champasack | Total

Capital Namtha Prabang
No effect 20,37 17,24 19,23 13,33 26,15 20,10
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Rather positive effect 59,26 72,41 61,54 57,78 50,77 58,90
Rather negative effect 12,96 6,90 7,69 13,33 7,69 10,40
Don’t know 741 345 11,54 15,56 15,38 10,70
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.3.19: Percentage share - assumed kind of impact of AEC on business
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
New markets for export 19,57 18,92 26,92 20,55 19,75 20,97
products and services
New opportunities to import 20,65 2432 24,36 26,03 16,05 21,63
product and services
Easier access to imported 9,24 16,22 14,10 9,59 6,17 10,15
products and services
More interest in investing in 15,22 16,22 14,10 19,18 23,46 17,22
Laos
Less interest in investing in 2,72 0,00 0,00 0,00 1,23 1,32
Laos
More competition by imported 17,93 10,81 10,26 19,18 19,75 16,56
products and services
Better availability of qualified 8,15 541 6,41 4,11 6,17 6,62
workers (from abroad)
Less job opportunities for Lao 5,98 541 3,85 1,37 6,17 4,86
workers
Other 0,54 2,70 0,00 0,00 1,23 0,66
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.20: Percentage share - effect of AFTA on business since its start in 2008
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
No effect 32,26 30,00 15,15 37,50 41,67 31,10
Rather positive effect, 50,00 65,00 69,70 56,25 44,44 55,10
Rather negative effect 8,06 0,00 0,00 6,25 8,33 5,40
Don’t know 9,68 5,00 15,15 0,00 5,56 8,40
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.21: Percentage share - kind of impact from AFTA on business
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
New markets for export 13,04 3,57 15,91 15,79 10,26 12,06
products
New opportunities to import 18,84 28,57 25,00 26,32 15,38 21,61
product
Easier access to imported 18,84 25,00 22,73 5,26 10,26 17,59
products
More competition by imported 24,64 10,71 9,09 26,32 20,51 18,59
products and services
More interest in investing in 17,39 17,86 27,27 26,32 30,77 23,12
Laos
Less interest in investing in 4,35 3,57 0,00 0,00 7,69 3,52
Laos
Other 2,90 10,71 0,00 0,00 5,13 3,52
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.4.22: Percentag

e share — effect of WTO on business since Laos became a member

Vientiane Luang Luang Savannakhet | Champasack | Total

Capital Namtha Prabang
No effect 34,25 40,00 17,07 45,45 36,36 33,00
Rather positive effect 47,95 55,00 68,29 45,45 47,73 52,50
Rather negative effect 9,59 - - 4,55 4,55 5,00
Don’t know 8,22 5,00 14,63 4,55 11,36 9,50
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.23: Percentage share —kind of impact from WTO on business

| Vientiane | Luang | Luang | Savannakhet | Champasack | Total
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Capital Namtha Prabang
New markets for export 21,21 10,00 25,35 23,08 14,81 20,37
products and services
New opportunities to import 16,16 15,00 19,72 15,38 16,67 17,04
product and services
Easier access to imported 14,14 30,00 16,90 15,38 14,81 16,30
products and services
More interest in investing in 13,13 25,00 11,27 30,77 18,52 16,30
Laos
Less interest in investing in 4,04 0,00 2,82 0,00 3,70 2,96
Laos
More competition by imported 18,18 0,00 12,68 3,85 18,52 14,07
products and services
Better availability of qualified 6,06 15,00 5,63 7,69 7,41 7,04
workers (from abroad)
Less job opportunities for Lao 5,05 0,00 4,23 0,00 3,70 3,70
workers
Other 2,02 5,00 1,41 3,85 1,85 2,22
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.24: Percentage share - preparation for start of AEC in 2015
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Doing nothing 21,67 28,89 27,47 31,58 25,23 25,48
Training staff 20,69 8,89 19,78 19,74 15,89 18,39
Develop new 17,73 15,56 20,88 13,16 14,02 16,67
product(s)/services
Improving quality of 18,72 28,89 20,88 13,16 20,56 19,54
product/service
Searching for new market(s) in | 13,79 11,11 8,79 13,16 9,35 11,69
AEC
Searching for new market(s) 4,93 4,44 1,10 2,63 3,74 3,64
outside AEC
Other 2,46 2,22 1,10 6,58 11,21 4,60
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.25: Percentage share — perceived internal problems
Lack of management skills Vientiane Luang Luang Savannakhet | Champasack Total
Capital Namtha Prabang
Very big 7,02 1,30 7,05 1,91 3,13 4,44
Big 8,77 24,68 20,51 10,19 17,50 15,26
Medium 24,56 31,17 15,38 16,56 20,00 20,53
Small 13,45 15,58 19,87 26,75 20,00 19,42
No problem 44,44 25,97 36,54 43,31 38,13 39,11
Don't know 1,75 1,30 0,64 1,27 1,25 1,25
Total 100,00 100,00 100,00 100,00 100,00 100,00
Lack of accounting skills
Very big 4,68 1,30 3,85 0,64 2,50 2,77
Big 8,77 18,18 16,67 7,01 8,13 10,96
Medium 19,30 27,27 18,59 20,38 23,13 21,08
Small 18,71 25,97 21,79 23,57 24,38 22,47
No problem 45,61 25,97 38,46 44,59 39,38 40,36
Don't know 2,92 1,30 0,64 3,82 2,50 2,36
Total 100,00 100,00 100,00 100,00 100,00 100,00
Lack of technically skilled
labor
Very big 5,85 1,30 5,77 4,46 6,25 5,13
Big 11,70 16,88 12,82 8,28 6,88 10,68
Medium 18,13 18,18 25,64 15,92 18,75 19,42
Small 17,54 25,97 19,23 23,57 22,50 21,22
No problem 42,69 35,06 32,05 43,95 37,50 38,70
Don't know 4,09 2,60 4,49 3,82 8,13 4,85
Total 100,00 100,00 100,00 100,00 100,00 100,00
Lack of management staff

170




HRDME Enterprise Survey 2013 for Lao PDR

Very big 4,09 0,00 6,41 1,27 2,50 3,19
Big 8,77 15,79 15,38 7,01 10,63 10,97
Medium 15,20 32,89 21,79 15,29 20,00 19,58
Small 18,71 19,74 21,15 30,57 21,88 22,64
No problem 50,29 27,63 30,77 43,95 39,38 39,86
Don't know 2,92 3,95 4,49 191 5,63 3,75
Total 100,00 100,00 100,00 100,00 100,00 100,00
Low level of technology

Very big 8,19 0,00 10,90 3,82 5,63 6,39
Big 7,02 14,47 13,46 6,37 9,38 9,58
Medium 23,39 21,05 17,95 17,20 16,88 19,17
Small 19,30 22,37 11,54 24,20 20,00 19,17
No problem 36,26 39,47 33,33 35,03 35,63 35,56
Don't know 5,85 2,63 12,82 13,38 12,50 10,14
Total 100,00 100,00 100,00 100,00 100,00 100,00

Lack of market information
Very big 5,26 3,95 10,26 5,73 1,25 542
Big 9,36 21,05 12,82 5,73 9,38 10,56
Medium 17,54 28,95 12,18 18,47 23,75 19,17
Small 22,22 11,84 26,92 29,94 25,63 24,58
No problem 41,52 30,26 31,41 34,39 28,75 33,75
Don't know 4,09 3,95 6,41 5,73 11,25 6,53
Total 100,00 100,00 100,00 100,00 100,00 100,00

Lack of capital
Very big 17,54 20,78 26,28 9,55 13,13 17,06
Big 14,04 42,86 32,05 10,19 16,88 20,30
Medium 16,96 12,99 10,90 23,57 21,25 17,61
Small 16,37 11,69 11,54 19,75 15,63 15,40
No problem 33,92 10,39 17,95 35,67 28,75 27,18
Don't know 1,17 1,30 1,28 1,27 4,38 1,94
Total 100,00 100,00 100,00 100,00 100,00 100,00
High labour costs

Very big 3,51 1,32 321 3,82 3,75 333
Big 14,62 15,79 17,95 5,10 6,25 11,53
Medium 26,32 22,37 25,64 21,66 17,50 22,78
Small 19,88 26,32 13,46 24,20 24,38 21,11
No problem 32,75 32,89 37,82 39,49 41,38 37,36
Don't know 2,92 1,32 1,92 5,73 6,25 3,89
Total 100,00 100,00 100,00 100,00 100,00 100,00

Low productivity/efficiency
Very big 5,85 1,32 7,69 1,91 3,75 4,44
Big 8,77 5,26 13,46 7,64 5,00 8,33
Medium 21,05 28,95 19,23 18,47 14,38 19,44
Small 15,79 28,95 23,08 20,38 20,63 20,83
No problem 39,77 32,89 32,05 35,67 41,25 36,81
Don't know 8,77 2,63 4,49 15,92 15,00 10,14
Total 100,00 100,00 100,00 100,00 100,00 100,00

Other

Very big 20,00 0,00 0,00 33,33 40,00 31,25
Big 0,00 0,00 0,00 16,67 20,00 12,50
Medium 0,00 0,00 0,00 0,00 0,00 0,00
Small 0,00 0,00 0,00 16,67 0,00 6,25
No problem 40,00 0,00 0,00 33,33 40,00 37,50
Don't know 40,00 0,00 0,00 0,00 0,00 12,50
Total 100,00 0,00 0,00 100,00 100,00 100,00
Table A.4.26: Percentage share — perceived external problems

Competition with domestic Vientiane Luang Luang Savannakhet | Champasack Total

competitors Capital Namtha Prabang
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Very big 25,88 12,99 31,41 14,01 20,00 21,81
Big 27,65 66,23 37,18 28,66 25,00 33,47
Medium 17,65 6,49 14,74 20,38 19,38 16,81
Small 11,76 5,19 7,05 19,11 16,25 12,64
No problem 16,47 9,09 8,97 17,20 18,75 14,72
Don't know 0,59 0,00 0,64 0,64 0,63 0,56
Total 100,00 100,00 100,00 100,00 100,00 100,00
Competition with foreign
competitors
Very big 4,12 7,79 4,49 4,46 5,63 5,00
Big 16,47 7,79 10,26 12,74 9,38 11,81
Medium 16,47 24,68 10,90 10,19 7,50 12,78
Small 11,76 20,78 20,51 19,11 18,75 17,78
No problem 38,82 32,47 46,15 45,86 46,88 43,06
Don't know 12,35 6,49 7,69 7,64 11,88 9,58
Total 100,00 100,00 100,00 100,00 100,00 100,00
Too high taxes & duties
Very big 16,96 3,90 16,67 7,64 12,50 12,48
Big 26,90 44,16 33,33 23,57 22,50 28,43
Medium 28,07 22,08 26,92 26,75 24,38 26,07
Small 12,28 10,39 12,18 17,83 19,38 14,84
No problem 15,20 15,58 9,62 22,29 20,00 16,64
Don't know 0,58 3,90 1,28 1,91 1,25 1,53
Total 100,00 100,00 100,00 100,00 100,00 100,00
Other fees and unofficial
payments
Very big 11,70 3,90 2,56 4,46 5,63 5,96
Big 16,37 7,79 17,95 12,74 10,63 13,73
Medium 16,37 25,97 26,28 18,47 24,38 21,78
Small 22,81 22,08 19,23 16,56 20,00 19,97
No problem 32,16 38,96 33,33 40,76 37,50 36,20
Don't know 0,58 1,30 0,64 7,01 1,88 2,36
Total 100,00 100,00 100,00 100,00 100,00 100,00
Lack of infrastructure: Road
Very big 10,53 1,30 5,77 5,10 9,38 7,07
Big 14,04 11,69 13,46 8,92 16,88 13,18
Medium 14,04 12,99 16,03 19,75 13,13 15,40
Small 14,04 9,09 12,82 17,20 21,88 15,67
No problem 46,78 64,94 51,28 47,77 37,50 47,85
Don't know 0,58 0,00 0,64 1,27 1,25 0,83
Total 100,00 100,00 100,00 100,00 100,00 100,00
Lack of infrastructure: Water
Very big 5,85 5,19 8,33 3,18 1,88 4,85
Big 5,26 3,90 12,82 7,64 7,50 7,77
Medium 11,70 16,88 13,46 17,83 13,75 14,42
Small 17,54 22,08 13,46 14,65 21,88 17,48
No problem 59,06 51,95 51,92 56,69 54,38 55,20
Don't know 0,58 0,00 0,00 0,00 0,63 0,28
Total 100,00 100,00 100,00 100,00 100,00 100,00
Lack of infrastructure:
Electricity
Very big 7,60 5,19 6,41 1,27 2,50 4,58
Big 7,02 6,49 8,33 7,01 6,25 7,07
Medium 15,20 14,29 19,23 17,20 10,00 15,26
Small 14,04 19,48 10,26 17,20 26,88 17,34
No problem 56,14 54,55 55,77 57,32 54,38 55,76
Don't know 0,00 0,00 0,00 0,00 0,00 0,00
Total 100,00 100,00 100,00 100,00 100,00 100,00
Lack of infrastructure:
Telephone
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Very big 1,75 3,90 1,92 0,64 1,25 1,66
Big 1,75 2,60 8,33 1,91 0,63 3,05
Medium 12,28 7,79 14,74 15,92 13,13 13,31
Small 21,05 19,48 14,10 21,66 25,00 20,39
No problem 63,16 66,23 58,33 59,24 58,75 60,61
Don't know 0,00 0,00 2,56 0,64 1,25 0,97
Total 100,00 100,00 100,00 100,00 100,00 100,00
Lack of infrastructure:
Internet
Very big 2,34 1,30 7,10 1,27 1,88 2,92
Big 8,19 1,30 7,10 3,18 1,88 4,72
Medium 14,04 7,79 10,97 10,19 7,50 10,42
Small 15,20 11,69 11,61 12,74 20,00 14,58
No problem 45,03 45,45 36,77 51,59 46,88 45,14
Don't know 15,20 32,47 26,45 21,02 21,88 22,22
Total 100,00 100,00 100,00 100,00 100,00 100,00
Lack of infrastructure: Other
Very big 0,00 0,00 0,00 0,00 0,00 0,00
Big 7,14 0,00 20,00 0,00 0,00 6,06
Medium 7,14 0,00 80,00 12,50 0,00 18,18
Small 7,14 0,00 0,00 0,00 16,67 6,06
No problem 35,71 0,00 0,00 87,50 83,33 51,52
Don't know 42,86 0,00 0,00 0,00 0,00 18,18
Total 100,00 0,00 100,00 100,00 100,00 100,00
Electricity prices

Very big 24,12 20,78 20,51 12,74 13,13 18,06
Big 21,76 31,17 32,05 29,30 24,38 27,22
Medium 24,71 28,57 21,79 26,75 26,25 25,28
Small 11,18 11,69 21,15 16,56 21,88 16,94
No problem 18,24 7,79 3,85 14,01 13,13 11,94
Don't know 0,00 0,00 0,64 0,64 1,25 0,56
Total 100,00 100,00 100,00 100,00 100,00 100,00

Fuel prices
Very big 11,11 7,79 10,26 10,19 10,00 10,12
Big 17,54 9,09 16,67 16,56 15,63 15,81
Medium 25,73 35,06 28,21 32,48 29,38 29,54
Small 16,96 29,87 23,72 24,20 23,75 22,88
No problem 27,49 18,18 19,87 16,56 21,25 21,08
Don't know 1,17 0,00 1,28 0,00 0,00 0,55
Total 100,00 100,00 100,00 100,00 100,00 100,00

Telecommunication prices
Very big 7,02 1,30 1,92 5,73 3,75 4,30
Big 7,02 6,49 8,33 8,92 14,38 9,29
Medium 21,64 20,78 21,15 22,93 20,63 21,50
Small 19,30 28,57 25,00 25,48 20,00 23,02
No problem 41,52 41,56 38,46 34,39 38,75 38,70
Don't know 3,51 1,30 5,13 2,55 2,50 3,19
Total 100,00 100,00 100,00 100,00 100,00 100,00
Customs/foreign trade

regulations
Very big 8,19 3,90 3,21 5,10 3,75 4,99
Big 8,77 10,39 14,74 5,73 8,75 9,57
Medium 22,81 28,57 19,23 24,20 16,25 21,50
Small 14,04 20,78 21,15 21,66 23,13 19,97
No problem 37,43 31,17 33,33 30,57 36,25 34,12
Don't know 8,77 5,19 8,33 12,74 11,88 9,85
Total 100,00 100,00 100,00 100,00 100,00 100,00

Foreign currency exchange

regulations

Very big 9,94 7,79 12,18 11,46 8,13 10,12
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Big 15,20 33,77 18,59 17,20 15,63 18,45
Medium 18,13 28,57 23,08 25,48 26,25 23,72
Small 12,87 15,58 17,31 16,56 15,63 15,53
No problem 38,60 14,29 27,56 24,84 26,88 28,02
Don't know 5,26 0,00 1,28 4,46 7,50 4,16
Total 100,00 100,00 100,00 100,00 100,00 100,00
Labor & safety regulations
Very big 1,75 2,60 0,64 191 1,88 1,66
Big 2,92 6,49 6,41 7,01 7,50 5,96
Medium 21,64 19,48 17,31 17,20 10,00 16,92
Small 15,20 25,97 23,72 23,57 28,75 23,02
No problem 50,88 44,16 48,08 40,13 39,38 44,66
Don't know 7,60 1,30 3,85 10,19 12,50 7,77
Total 100,00 100,00 100,00 100,00 100,00 100,00
Re-registering with tax office
Very big 8,19 2,60 3,21 3,18 4,38 4,58
Big 8,77 11,69 10,26 3,82 11,88 9,02
Medium 17,54 27,27 22,44 18,47 15,00 19,28
Small 15,79 18,18 24,36 26,75 23,75 22,05
No problem 47,95 37,66 36,54 44,59 38,75 41,61
Don't know 1,75 2,60 3,21 3,18 6,25 3,47
Total 100,00 100,00 100,00 100,00 100,00 100,00
Renew operating license
Very big 3,51 1,30 3,21 1,27 3,75 2,77
Big 8,77 9,09 10,90 5,73 8,75 8,60
Medium 16,96 27,27 20,51 12,10 14,38 17,20
Small 16,96 19,48 18,59 29,30 23,13 21,64
No problem 52,05 37,66 44,23 48,41 45,63 46,60
Don't know 1,75 5,19 2,56 3,18 4,38 3,19
Total 100,00 100,00 100,00 100,00 100,00 100,00
Other

Very big 11,11 0,00 0,00 14,29 0,00 10,00
Big 11,11 0,00 0,00 0,00 0,00 5,00
Medium 22,22 0,00 100,00 0,00 0,00 15,00
Small 0,00 0,00 0,00 14,29 0,00 5,00
No problem 11,11 0,00 0,00 71,43 100,00 45,00
Don't know 44,44 0,00 0,00 0,00 0,00 20,00
Total 100,00 0,00 100,00 100,00 100,00 100,00
Table A.4.27: Percentage share - problems with competitiveness

Vientiane Luang Luang Savannakhet | Champasack | Total

Capital Namtha Prabang
No problem 39,29 28,26 31,05 43,82 50,58 39,49
Low quality of own 14,29 16,30 12,11 16,29 12,79 14,14
product/service
Too small scale of production 14,29 17,39 15,79 11,80 8,72 13,32
Unit cost/price of 16,07 30,43 26,84 16,29 15,12 19,86
product/service
Unequal treatment by 491 2,17 1,58 3,37 1,16 2,80
authorities
Protectionist measures 7,59 2,17 3,16 1,12 3,49 3,86
Other 3,57 3,26 9,47 7,30 8,14 6,54
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.4.28: Percentage share — evaluation of the current economic situation in general
compared to 2 years ago

Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Better 59,33 61,29 61,03 76,19 65,49 64,30
About the same 23,33 29,03 16,18 16,19 16,81 19,60
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Worse 14,67 9,68 22,79 5,71 13,27 14,10
Don’t know 2,67 0,00 0,00 1,90 4,42 1,90
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.4.29: Percentage share - facilitation of the central government now compared to 2 years

ago
Now Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Very helpful 30,54 16,88 18,83 10,83 24,05 20,76
Helpful 38,92 46,75 48,05 46,50 41,14 43,90
Neutral 16,77 19,48 16,23 26,11 24,05 20,62
Unbhelpful 8,38 14,29 14,29 14,65 10,76 12,20
Very unhelpful 5,39 2,60 2,60 1,91 0,00 2,52
Total 100,00 100,00 100,00 100,00 100,00 100,00
Two years ago Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Very helpful 23,03 7,79 10,32 9,80 21,02 15,28
Helpful 38,18 46,75 50,32 47,06 43,31 44,84
Neutral 23,03 27,27 23,23 24,84 24,84 24,33
Unbhelpful 10,30 15,58 11,61 16,34 10,83 12,59
Very unhelpful 545 2,60 4,52 1,96 0,00 2,97
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.4.30: Percentage share - facilitation of the local authorities now compared to 2 years

ago
Now Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Very helpful 33,53 15,58 24,03 12,74 24,68 23,00
Helpful 41,32 55,84 48,05 47,13 42,41 45,86
Neutral 15,57 20,78 18,18 24,84 24,05 20,62
Unbhelpful 6,59 7,79 8,44 14,01 8,86 9,26
Very unhelpful 2,99 0,00 1,30 1,27 0,00 1,26
Total 100,00 100,00 100,00 100,00 100,00 100,00
Two years ago Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Very helpful 28,48 10,39 18,30 10,46 19,11 18,30
Helpful 41,21 53,25 47,06 49,02 44,59 46,24
Neutral 17,58 28,57 24,18 24,18 27,39 23,83
Unbhelpful 9,09 7,79 9,15 15,03 8,92 10,21
Very unhelpful 3,64 0,00 1,31 1,31 0,00 1,42
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.4.31: Percentag

e share - receiving notification about

regulations related to businesses

Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
No 17,78 18,09 22,40 28,11 28,35 23,26
Yes, from local authorities 41,78 58,51 46,88 48,11 42,78 46,18
Yes, from central authorities 17,33 15,96 13,02 8,65 11,34 13,15
Yes, from LNCCI/BMOs 20,44 745 13,02 14,05 12,37 14,38
Yes, from other sources 2,67 0,00 4,69 1,08 5,15 3,03
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.32: Percentage share - knowledge of business laws and regulations
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
None 5,37 10,83 15,79 15,55 8,35 10,43
Tax law 19,26 29,94 21,98 16,35 18,63 19,89
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Investment law 14,07 12,10 14,24 16,09 16,92 15,05
Labor law 13,70 12,74 15,17 12,60 12,63 13,39
Enterprise law 17,78 17,20 14,24 17,43 14,99 16,34
Accounting law 9,44 3,18 3,72 6,43 10,06 7,47
Criminal law 7,04 9,55 7,12 5,09 6,21 6,67
Land law 5,56 1,27 4,33 5,63 6,00 5,11
Bank regulation 7,22 1,91 1,86 2,95 4,28 4,25
Other 0,56 1,27 1,55 1,88 1,93 1,40
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.33: Percentage share - knowledge about LBFor PPPD
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
No 70,37 74,12 79,29 83,13 76,57 76,79
Know PPPD 11,64 15,29 11,83 10,24 12,57 11,99
Know LBF 17,99 10,59 8,88 6,63 10,86 11,22
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.34: Percentage share - participation in PPPD processes
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Yes 54,55 100,00 80,00 70,59 81,82 75,53
No 45,45 0,00 20,00 29,41 18,18 24,47
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.35: Percentage share — helpfulness of PPPD for business
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Yes 86,36 76,92 90,00 94,12 100,00 90,43
No 13,64 23,08 10,00 5,88 0,00 9,57
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.36: Percentage share - participation in LBF processes
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Yes 64,71 100,00 80,00 63,64 73,68 72,41
No 35,29 0,00 20,00 36,36 26,32 27,59
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.37: Percentage share — helpfulness of LBF for business
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Yes 85,29 100,00 93,33 90,91 94,74 90,80
No 14,71 0,00 6,67 9,09 5,26 9,20
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.4.38: Percentage share - Owner/manager completed any vocational and technical skills

training
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Yes 54,97 48,05 48,72 39,35 53,75 49,24
No 45,03 51,95 51,28 60,65 46,25 50,76
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.38: Percentage share - source of training
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
From family members 11,17 4,08 4,17 6,59 8,78 7,89
Self study 16,49 2,04 8,33 9,89 8,78 10,74
From friends 10,11 4,08 3,33 3,30 8,11 6,71
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Project 12,23 16,33 35,83 19,78 15,54 19,30
Non-formal training course 14,89 8,16 6,67 10,99 8,11 10,40
By authorities 5,85 32,65 16,67 10,99 15,54 13,42
Vocational or Technical school 21,81 16,33 12,50 21,98 18,24 18,62
Other 7,45 16,33 12,50 16,48 16,89 12,92
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.40: Percentage share - level of skills/training new employees should have
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
No Skills 4,79 12,17 10,04 747 3,02 6,76
Some sKills but no certificate 22,68 40,00 34,54 29,05 24,91 28,66
Graduated from a public 23,96 19,13 18,88 21,99 21,13 21,39
vocational / technical school
Graduated from private 16,93 6,96 10,44 9,54 13,21 12,26
school/college
Graduated from university 19,81 14,78 18,07 14,94 21,89 18,43
Do not know 2,88 2,61 3,61 9,54 6,04 5,07
Other 8,95 4,35 4,42 747 9,81 7,44
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.4.41: Percentage share - engaged or willing to engage in formal vocational training /

DCT
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Yes, already engaged in 28,82 18,18 19,23 19,87 23,27 22,42
cooperation
Not yet, but interested to 10,59 11,69 11,54 12,82 6,92 10,58
accept apprentices
Not interested 60,59 70,13 69,23 67,31 69,81 66,99
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.4.42: Percentage share - owner/ manager with management training when starting

business
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Yes 45,03 35,06 38,46 36,31 45,63 40,80
No 54,97 64,94 61,54 63,69 54,38 59,20
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.43: Percentage share — existing kind of management training of owner/manager
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Occupational health and safety | 9,60 13,04 12,12 13,74 9,36 11,07
Cost calculation 10,40 10,87 4,55 13,74 7,39 9,47
Business management 18,40 21,74 25,00 18,13 25,62 21,40
Accounting 15,60 4,35 10,61 12,64 13,30 12,92
Marketing 12,40 4,35 13,64 12,09 14,78 12,67
Laws and regulations 12,00 15,22 12,12 8,79 7,88 10,46
Quality management 10,00 6,52 6,82 12,09 10,34 9,84
Business finance 6,80 0,00 3,03 6,59 4,43 5,17
Other 4,80 2391 12,12 2,20 6,90 7,01
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.4.44: Percentage share - owner/manager getting any management training after

starting businesses

Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Yes 50,29 40,26 45,51 33,12 53,75 45,20
No 49,71 59,74 54,49 66,88 46,25 54,80
Total 100,00 100,00 100,00 100,00 100,00 100,00
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Table A.4.45: Percentage share - received kind of management training of owner/manager

Vientiane Luang Luang Savannakhet | Champasack | Total

Capital Namtha Prabang
Occupational health and safety 9,43 15,79 11,25 12,43 8,62 10,56
Cost calculation 8,61 8,77 5,00 11,83 7,76 8,35
Business management 18,44 22,81 21,88 20,12 25,00 21,46
Accounting 14,34 3,51 6,25 10,06 13,36 11,02
Marketing 11,48 7,02 14,38 15,38 15,09 13,46
Laws and regulations 13,93 15,79 16,25 9,47 7,33 11,83
Quality management 11,48 8,77 10,63 14,20 10,34 11,37
Business finance 6,56 1,75 3,13 5,92 3,45 4,64
Other 5,74 15,79 11,25 0,59 9,05 7,31
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.46: Percentage share - owner/manager, who want to learn any skills

Vientiane Luang Luang Savannakhet | Champasack | Total

Capital Namtha Prabang
Yes 74,27 68,83 64,74 54,14 70,63 66,40
No 25,73 31,17 35,26 45,86 29,38 33,60
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.4.47: Percentage share - skills owner/manager like to learn to improve businesses

performance
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Formulate a business plan 13,05 18,98 16,00 14,34 15,26 14,94
Financial management 13,05 9,49 15,56 13,97 13,31 13,36
Marketing management 17,23 24,82 17,33 16,18 22,40 19,02
Legal framework for doing 4,96 2,19 4,00 4,78 4,87 4,45
business
Informational management 6,27 7,30 5,78 8,09 4,22 6,19
Production management 9,66 6,57 4,89 7,72 7,14 7,55
Technology management 11,49 5,11 7,11 10,29 7,47 891
Quality management 10,97 14,60 10,22 10,29 12,01 11,32
HR management 10,18 5,84 11,56 11,76 8,44 9,89
Other 3,13 5,11 7,56 2,57 4,87 4,38
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.4.48: Percentag

e share - owner/managers in need for their employees to be trained

Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Yes 75,44 58,44 60,26 63,06 68,13 66,00
No 24,56 41,56 39,74 36,94 31,88 34,00
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.49: Percentage share — skills, owners/managers like their employees to learn
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Customer service 24,21 42,86 30,30 27,10 33,21 29,28
Accounting 15,26 16,48 18,69 13,74 16,97 15,97
Record keeping 8,68 4,40 8,59 7,25 7,01 7,65
Foreign languages 16,05 19,78 18,69 16,03 17,34 17,05
Operation of machinery and 15,00 5,49 5,05 14,89 7,75 10,98
tools
Computer 12,89 9,89 12,12 10,69 10,70 11,56
Documentation and filing 4,21 0,00 1,52 3,82 2,95 3,08
Other 3,68 1,10 5,05 6,49 4,06 441
Total 100,00 100,00 100,00 100,00 100,00 100,00
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Table A.4.50: Percentage share - owners/managers getting advice for developing their

businesses
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Yes 67,25 63,64 65,38 47,77 49,38 58,30
No 32,75 36,36 34,62 52,23 50,63 41,70
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.51: Percentage share - source of business advice or business development service
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Spouse 17,01 23,47 26,92 20,21 16,24 20,25
Family members 21,49 34,69 29,06 25,00 21,32 25,00
Friends 20,60 14,29 17,52 15,43 15,23 17,40
Business partners 5,07 1,02 427 4,26 7,11 4,75
BMOs 8,06 5,10 5,13 745 8,63 7,13
Government agencies 5,07 5,10 427 6,91 8,63 5,89
Development projects 5,07 2,04 3,85 5,85 4,57 4,56
Professional providers through | 0,60 0,00 0,00 0,00 0,51 0,29
BDS network
Other professional providers 5,37 3,06 3,85 4,26 3,55 4,28
Media 5,37 2,04 2,14 2,13 5,08 3,71
Internet 5,67 2,04 1,28 3,72 6,09 4,09
Other 0,60 7,14 1,71 4,79 3,05 2,66
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.52: Percentage share - mode of tax payment
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Tax based on accounting 59,06 37,66 47,44 31,21 44,38 44,90
system
Lump sum tax 40,94 62,34 52,56 68,79 55,63 55,10
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.53: Percentage share - kind of taxes paid
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
Profit tax 27,14 25,81 29,09 26,72 25,54 27,00
Excise tax 23,05 11,29 12,73 20,61 27,17 20,59
Income tax 16,36 30,65 24,85 16,03 18,48 19,61
Business Turnover tax 5,58 3,23 6,06 6,11 5,43 5,55
Value added tax 9,67 9,68 7,27 16,79 9,78 10,36
Minimum tax 15,61 19,35 18,79 11,45 12,50 15,17
Other 2,60 0,00 1,21 2,29 1,09 1,73
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.54: Percentage share - location of bank
Vientiane Luang Luang Savannakhet | Champasack | Total
Capital Namtha Prabang
No bank account 11,11 8,99 13,26 10,15 12,81 11,50
At a bank in my home 11,52 6,74 4,97 6,60 8,87 8,11
town/ban
At a bank in the district center 32,92 35,96 32,04 28,93 30,05 31,54
At a bank in the provincial 40,33 48,31 49,72 52,28 45,81 46,77
center
At a local savings institution 1,65 0,00 0,00 1,52 0,49 0,88
Other 2,47 0,00 0,00 0,51 1,97 1,20
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.55: Percentage share - businesses receiving external financing
| Vientiane | Luang | Luang | Savannakhet | Champasack | Total
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Capital Namtha Prabang
Yes 40,94 45,45 46,79 38,22 38,75 41,60
No because don't need finance 44,44 37,66 39,10 52,23 46,25 44,70
No because can't find sources 14,62 16,88 14,10 9,55 15,00 13,70
Total 100,00 100,00 100,00 100,00 100,00 100,00

Table A.4.56: Percentage share - sources of external financing of companies using external

finance

Vientiane Luang Luang Savannakhe | Champasac Total

Capital Namtha Prabang t k
From suppliers 7,48 5,00 5,26 3,80 1,15 4,66
From family members 17,76 17,50 15,79 18,99 14,94 16,91
Fom friends 6,54 0,00 5,26 5,06 5,75 5,15
From money lenders 6,54 0,00 0,00 1,27 3,45 2,70
From banks 49,53 77,50 63,16 60,76 62,07 60,29
From micro-credit schemes 4,67 0,00 2,11 3,80 1,15 2,70
From relatives 3,74 0,00 3,16 2,53 5,75 3,43
From other sources others 3,74 0,00 5,26 3,80 5,75 4,17
Total 100,00 100,00 100,00 100,00 100,00 100,00
Table A.4.57: Percentage share — firms, receiving external financing for expanding their
business

Vientiane Luang Luang Savannakhe | Champasac Total

Capital Namtha Prabang t k
Yes 59,65 77,92 79,49 53,50 63,75 65,50
No 33,33 12,99 13,46 35,67 33,13 27,30
I will not expand 7,02 9,09 7,05 10,83 3,13 7,20
Total 100,00 100,00 100,00 100,00 100,00 100,00
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Annex 4: Raw Data

Attached to the printed ES2013 is a data CD, containing the anonymized raw data for the
period 2005 to 2013 in Excel format, the respective questionnaires as well as codes.
Furthermore and for reasons of completeness this CD contains all HRDME Enterprise
Surveys for Lao PDR from 2005 to 2013. The data on that CD can also be obtained upon
request from GIZ Laos, giz-laos @giz.de.

The data collection was done by final year students and teachers of FEBM/NUoL, external
consultants and HRDME project partners in the years 2005, 2009, 2011 and 2013. Only in
2007 this task was assumed by Indochina Consulting Co. Responsible for the data entry and
cleaning was the Lao Statistics Bureau (LSB) at MPI in 2005, 2009 and 2011. Indochina
Consulting Co. assumed that task in 2007 and Ms. Salika Khoonbarthao and her team in
2013.

For coding of administrative units (province, district and village) the coding lists of the LSB
in its respective versions have been applied. Similarly, LSB codes for ethnic groups are used
here. For coding of sectors the ISIC codes have been applied in its respective version. Each
question in the questionnaire is coded with a distinct number, which corresponds to the
column heads of the raw data in the Excel files.

According to the concept and methodology of the HRDME Enterprise Survey for Lao PDR
the idea was to keep the sample as constant as possible by tracing the same firms over time.
Therefore originally 390 companies in three districts each of originally four provinces (Luang
Namtha, Luang Prabang, Vientiane Capital and Champasak) were — based on tax registry —
randomly selected. However, at least two substantial changes took place: in 2009 it was
decided to add Savannakhet as the fifth province, increasing the sample to 490 companies. In
2009 and in order to adjust to major shifts in business development in Lao PDR the ratio
among the provinces was adjusted to better reflect the actual situation. Consequently new
additional random sampling took place increasing the number of enterprises in the sample to
728.

As not all enterprises could be found for consecutive surveys (especially ES2009, ES2011
and ES2013) the drop-outs have been replaced by enterprises randomly selected among the
newly (since the previous survey) established ones. Thereby unfortunately in some cases in
2009 and 2011 the identification number of the old enterprises has been used for the new one.
Thus, in some cases it is challenging to trace a particular enterprise back through all past
surveys by just using the identification number.
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About GIZ Laos

The Lao People’s Democratic Republic is experiencing rapid economic growth but
still is among the least developed countries. The Deutsche Gesellschaft fiir
Internationale Zusammenarbeit (GIZ) GmbH, as part of the Lao-German
Development Cooperation, is supporting the Lao Government in reaching its
ambitious development goal to raise its standing by 2020. GIZ is a German federal
enterprise that is implementing projects primarily on behalf of the German
Government. It offers demand-driven, tailor-made and effective services for
sustainable development.

GIZ has been active in Laos since 1993 and is currently running numerous projects in
two main priority areas: supporting rural development and economic cooperation.
Moreover, we participate in regional programmes, for example with the Mekong
River Commission.

More than 250 staff members bring our projects to life. GIZ has been operating in
Laos primarily on behalf of the German Federal Ministry for Economic Cooperation
and Development (BMZ), but also implements projects on behalf of the German
Federal Ministry for the Environment, Nature Conservation, Building and Nuclear
Safety (BMUB). We work closely together with German KfW and cooperate with a
number of other development partners in Laos, including the Swiss Agency for
Development and Cooperation (SDC), Australian Aid and MMG/Lane Xang
Minerals Ltd.

Please visit our website www.giz.de/laos for further information on GIZ’s work in

Laos and worldwide.
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