
148 2017 Index of Economic Freedom

 

MOSTLY UNFREE

31133
ECONOMIC FREEDOM STATUS:

REGIONAL RANK: WORLD RANK: 

ECONOMIC FREEDOM SCORE

FREEDOM TREND QUICK FACTS

80706050 1000

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

30

40

50

60

70

WORLD AVERAGEREGIONAL AVERAGE
(ASIA-PACIFIC REGION)

60.4 60.9

54.0
( ▲ UP 4.2 POINTS )( ▲ UP 4.2 POINTS )

2015 data unless otherwise noted. Data compiled as of September 2016

LAOS

BACKGROUND: The Communist government of Laos, in power since 1975, wrecked the economy in the early 
years of its rule. Minimal liberalization, begun in 1986, has yielded some progress. To advance its “state-man-
aged market-orientated economy,” the government has taken on increasing levels of external public and pub-
licly guaranteed debt since 2012 to subsidize construction of hydropower and mining megaprojects. Basic civil 
liberties are heavily restricted. Seventy-three percent of the workforce is employed in subsistence farming. In 
2013, after 15 years of negotiations, Laos became a member of the World Trade Organization. It also served as 
the 2016 chair for the Association of Southeast Asian Nations. Since 2016, 79-year-old Bounnhang Vorachith 
has served as president of Laos and general secretary of the Lao People’s Revolutionary Party.

The Laotian economy has shown notable resilience, growing 
at an average annual rate of more than 7 percent over the 

past five years. Laos continues to integrate more fully into the 
system of global trade and investment. The trade regime has 
become more transparent, and there has been progress in 
improving the management of public finances.

Substantial challenges remain, particularly in implementing 
deeper institutional and systemic reforms that are critical to 
advancing economic freedom. Weak property rights, pervasive 
corruption, and burdensome bureaucracy, exacerbated by lin-
gering government interference and regulatory controls, con-
tinue to reduce the dynamism of investment flows and overall 
economic efficiency.

NOTABLE SUCCESSES:
Monetary Stability and 

Trade Freedom

CONCERNS:
Rule of Law, Investment Freedom, 

and Financial Freedom

OVERALL SCORE CHANGE 
SINCE 2013:

+3.9

POPULATION: 
7.0 million

GDP (PPP): 
$37.3 billion
7.0% growth in 2015
5-year compound 
annual growth 7.7%
$5,309 per capita

UNEMPLOYMENT: 
1.6%

INFLATION (CPI): 
5.3%

FDI INFLOW: 
$1.2 billion

PUBLIC DEBT: 
64.3% of GDP
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Protection of property rights is weak. The judicial 
system is inefficient, corrupt, and controlled by the 
ruling party. Corruption and graft by government 
officials are serious problems in Laos, fueling public 
discontent and causing gaps in revenue collection and 
degraded public services. Several anticorruption laws 
have been passed, but enforcement remains weak, and 
no high-profile cases have been brought to trial.

The top personal income and corporate tax rates 
are 24 percent. Other taxes include a vehicle tax and 
excise taxes. The overall tax burden equals 15.5 percent 
of total domestic income. Government spending 
has amounted to 27.9 percent of total output (GDP) 
over the past three years, and budget deficits have 
averaged 4.4 percent of GDP. Public debt is equivalent 
to 64.3 percent of GDP.

The poor regulatory infrastructure continues to 
impede private-sector development. The labor market 
does not promote flexibility or economic diversifi-
cation and has not provided dynamic employment 
opportunities for the growing labor supply. To advance 
its socialist “state-managed market-orientated econ-
omy,” the government influences many prices through 
subsidies and state-owned enterprises, especially in 
the hydropower and mining sectors.

Trade is important to the Laotian economy; the 
value of exports and imports taken together equals 79 
percent of GDP. The average applied tariff rate is 5.2 
percent. State-owned enterprises distort the economy, 
and foreign investors may not own land. The financial 
system is underdeveloped and subject to government 
involvement. High credit costs and scarce access to 
financing severely impede private-sector development.

12 ECONOMIC FREEDOMS | LAOS

L
A

O
S




