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1 Introduction

1.1 Context
The Lao People’s Democratic Republic (Lao PDR) remains one 
of the 48 nations on the United Nations’ list of least developed  
countries. About 7.3 million people live in its 17 provinces and  
capital city. Most people are still living in rural areas, although  
urbanisation is occurring at a rate of approximately 5% per year, 
primarily to Vientiane Capital. The population is relatively young 
with 58% under the age of 25. Having one of the youngest pop-
ulations in the region, Lao PDR is projected to benefit from a  
‘demographic dividend’ to the economy in the medium-term, 
but only if young women and men are better equipped with  
appropriate skills and knowledge, and job creation keeps pace with 
the growth of the working-age population.  

Despite the severe contraction caused by the global corona-
virus pandemic (COVID-19), tourism is seen as one of the  
sectors with significant long-term potential to create income for 
people from disadvantaged backgrounds in Lao PDR. The main 
income from tourism (with pro-poor potential) is generated  
in hotels and restaurants (through salaries paid to employees 
and sale of agricultural products for meals), as well as the sale of 
handicrafts and community-based services (such as guiding and 
homestays). However, at present, people from disadvantaged  
backgrounds profit only marginally from tourism. There is  
potential to increase their share of tourism-related income,  
directly through greater participation in the tourism labour force, 
and indirectly through participation in tourism-related supply 
chains such as handicrafts. The challenge is to provide them with 
the skills and knowledge to move up the value chain by providing 
higher quality services and goods, resulting in higher economic  
yields that make a greater contribution to poverty alleviation. 

In 2018 the Skills for Tourism Project (LAO/029)2, support-
ed the conduct of the first Tourism and Hospitality (T/H) En-
terprise Employment and Skills Survey (ESS) in 17 provinces 
and Vientiane Capital in Lao PDR. The survey identified the  
specific and evolving human resource needs of the T/H industry 
in Lao PDR. The findings of the survey informed T/H skills devel-
opment helping training providers to match capacity to demand 
and supporting their efforts to develop a market-oriented offer.  
 

2 LAO/029 (hereinafter refered to as the Project) supports improvements 
in T/H technical and vocational education and training (TVET) and 
skills development (SD) provision in Lao PDR through enhanced quality,  
financing and governance. A particular emphasis of LAO/029 is to  
support disadvantaged youth from poor families to acquire the skills 
needed to work in hotels, restaurants and the greater tourism economy. 
LAO/029 receives financial support from the Governments of Lao PDR, 
the Grand Duchy of Luxembourg and Switzerland.
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The 2020 downturn in tourism caused by the COVID-19 pandemic has resulted in closure of many  
tourism businesses in Lao PDR with job losses reported. It is anticipated that once international travel  
restrictions ease, most tourism businesses plan to re-open. When this happens the demand for additional  
and appropriately skilled staff will increase. New sets of skills, such as infection prevention and control, 
as well as health and safety practices, will be required to safely operate in the post COVID-19 workplace. 

The second ESS for Lao PDR was conducted during May and June 2021 as a re-run of the 2018 ESS, to provide 
directly comparable results to measure change – growth/decline – in employment in the sector over the past 
three years. Additional questions have been incorporated to assess the impact of COVID-19 on employment 
and the longer-term viability of tourism enterprises.

1.2 Objectives
This survey is the most comprehensive of its type to be conducted in the T/H sector and provides a  
representative picture of the sector across 17 provinces and Vientiane Capital. The specific objectives of the 
survey were to:

• Ascertain the size of the labour market in each T/H subsector by occupation, location, and skill level, 
• Assess the impact of COVID-19 on employment and T/H skills development,
• Quantify the number of vacancies and recruitment issues, and
• Identify priority occupations and skills challenges.

The survey data gathered will be used, in conjunction with training supply data and other data sources, to  
develop a quantitative model of labour demand and skills requirement in the T/H sector in Lao PDR. The find-
ings will inform an assessment of the projected skills needs for the T/H sector in Lao PDR from 2022 – 2026.

The findings of this report will further inform relevant stakeholders of T/H Technical Vocational Education and 
Training (TVET) and skills development (SD) in terms of policy, planning, provision and evaluation.

1.3 Structure of this report
A brief economic outlook, for the Lao PDR economy in general and prospects for the tourism sector more 
specifically, is presented in section 2.  Section 3 outlines the survey methodology including sample selection 
and stratification for the ESS. The results of the analysis are presented in section 4, focusing primarily on the  
implications at national and sectoral level.  Section 5 presents additional sectoral snapshots as an aid to  
focus skill needs and training development at the subsector level. The growth prospects for the T/H sector 
are considered in section 6. The final section concludes with recommendations to support recovery following 
the COVID-19 contraction and sustainable and inclusive growth as the sector transitions to a higher-skilled  
workforce and improved international competitiveness.
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2 Economic Outlook

While Lao PDR has made good development progress over the past twenty years, halving poverty, reducing 
malnutrition, and improving education and health outcomes, the effects of COVID-19 on the Lao economy are 
placing at risk some of the significant gains made.  

In the wake of the COVID-19 pandemic, economic growth of the Lao PDR contracted in 2020 for the first 
time in three decades. The Asian Development Bank’s (ADB) latest Asian Development Outlook (ADO) 2020 
Update3 estimated the Lao economy contracted by 0.5% in 2020 — marking its first negative economic growth 
since 1986 (see figure 1). 

The service sector has been hardest hit, due to lockdown measures and the decline in travel and tourism, while 
remittances, a vital source of income for many families, have dried up. The unemployment rate has risen to 
over 23%, from 16% at the end of 2019. Supply chain disruptions have negatively affected industry, especially 
manufacturing, while the agriculture sector has stayed resilient due to a healthy harvest. 

The inflation rate increased to 5.5% in 2020, due to higher food prices and Lao Kip depreciation. In the first half 
of 2020, the Kip exchange rate depreciated by 1.6% against the US dollar. Inflation for 2021 is projected to ease 
to 4.5%, as food prices are expected to decline due to a better harvest.

The COVID-19 outbreak has also hampered the government’s prospect to collect revenues, widening the fiscal 
deficit and exacerbating public debt servicing pressure. Public external debt has increased to 65% of GDP in 
2020 from 59% in 2019. Laos has onerous debt service obligations, which stand at around US$1.1 billion per year 
for 2020-23 according to World Bank (WB)4 estimates. 

Figure 1: GDP and GDP per capita growth, 2010 to 2022

Figure-1
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3  ADB. Asian Development Outlook (ADO), 2020 Update. April, 2021.
4  World Bank. Lao PDR Economic Monitor, January 2021.
5  Source: World Bank Open Data; https://data.worldbank.org/country/lao-pdr last accessed 20 July 2021.

https://pubdocs.worldbank.org/en/306131610167443727/Lao-PDR-Economic-Monitor-January-2021-Supporting-Economic-Recovery-Thematic-section-Livelihoods-in-the-Time-of-COVID-19.pdf
https://data.worldbank.org/country/lao-pdr
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Economic growth is forecast to rebound to 4.0% in 2021,6 suggesting a slow recovery, as the pandemic  
outbreak is expected to subside slowly.  Risks to the outlook, however, are mainly on the downside and include a  
prolonged COVID-19 outbreak, delays in rolling out the vaccines, a more sluggish recovery in Lao PDR’s 
key trading partners, heightened difficulties in meeting external public debt-service obligations, and potential  
adverse weather-related events. Rising food prices and job uncertainty for the poor and vulnerable are also 
major risks.

Prior to the onset of the COVID-19 pandemic, tourism was growing strongly in Lao PDR. Ministry of Infor-
mation, Culture and Tourism (MICT) data7 show international tourist arrivals reached an all-time high of 4.8 
million in 2019 with tourist expenditures exceeding $1 billion USD. Following the first reported COVID-19 
cases in March 2020 and the subsequent closure of all international ports of entry to tourists, visitor arrivals 
plummeted by 81% to just 886,000 visitors in 2020 and expenditures falling by a commensurate margin to just 
$234 million (figure 2).

Figure 2: International visitors8 and expenditure: 2010 to 2020

Figure-2
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employment in actively trading enterprises, or a 31.4% contraction when taking into account
‘employed in temporarily closed businesses’ since the high of 59,200 recorded in January 2020

4.2 Impact of COVID-19 on turnover and business operations

The survey results also confirm that COVID-19 has had a devastating impact on the revenues of 
tourism enterprises with average turnover falling by almost 65% between 2019 and 2020
As can be seen in figure 8, the reported fall in turnover revenues is considerably higher in 

Source: MICT and World Bank

An initial ADB assessment of the impact of COVID-19 on tourism enterprises in Lao PDR confirmed that more 
than half of all tourism establishments were temporarily closed in May 2020.9 The negative impact was larger for 
enterprises most reliant on international guests compared to those with a greater reliance on domestic tourists.

As GDP per capita continues to rise in Lao PDR (see figure 1) reflecting higher levels of discretionary income, 
local residents have developed a growing affinity for travel and tourism. In 2019, there were 2.4 million domestic  
tourists and 1.1 million outbound travel trips10 among a population of seven million. With a forecast slow  
economic recovery and ongoing uncertainty surrounding global travel, as precautionary behaviour and travel 
continue to negatively affect international tourism-related services and transportation, promoting domestic 
tourism could be a key component of the T/H sector recovery plan for Lao PDR.  

6 ADB. Asian Development Outlook (ADO), 2020 Update. April, 2021.
7 Government of Lao PDR, MICT. Statistical Report on Tourism in Laos, 2020. Vientiane.
8 Includes visitors who stayed at least one night. World Bank source international visitor data from MICT but exclude ‘Border 

Pass Day Trippers’ to ensure data are internationally comparable.
9 ADB. The Impact of COVID-19 on Tourism Enterprises in the Lao People’s Democratic Republic: An Initial Assessment.ADB 

Briefs. No. 141. June 2020.
10 Excludes official, business, and other passport holders, and excludes all border pass trips.
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3 Survey Methodology 
A total sample of 1,323 responding T/H enterprises operating across 17 provinces plus Vientiane Capital made 
up the survey.  Of the total responses, 430 firms also responded to the 2018 ESS, providing a longitudinal subset 
of directly matched results.

The survey was conducted by face-to-face and telephone interviews with data captured electronically using 
tablets.  The fieldwork, undertaken by Enterprise and Development Consultants Co., Ltd. (EDC), took place 
between 24 May and 30 June 2021, across all 17 provinces and Vientiane Capital.  Follow-up interviews and data 
validation were completed by 20 July 2021.

Enumerator and supervisor training was conducted over five days in Vientiane in March 2021 and included the 
involvement of staff from MICT and the Ministry of Labour and Social Welfare (MoSLW) to be trained as 
enumerators as part of a capacity development initiative for the Project partners. The initial survey schedule 
was disrupted due to a secondary outbreak of COVID-19 in late April 2021 necessitating a suspension of travel 
of the survey field teams from province to province.  Consequently, online training was conducted for a further 
two weeks (from 10 to 21 May 2021) recruiting additional local enumerators from each province including staff 
from the provincial offices of the Department of Information, Culture and Tourism (DICT). In total, a team of 
80 enumerators (including 46 women) were recruited for the duration of the survey.

3.1 Scope of the survey
The scope of the survey covered all registered establishments employing three or more persons, in each  
subsector whose business operations offer services to tourists (either international or domestic). 

It should be noted that the employment threshold for hotels, resorts, and restaurants in the 2018 ESS was six or 
more persons. This change in scope was deemed necessary to ensure that firms who have temporarily scaled 
down due to the impact of COVID-19 would still be captured in the survey results. Similarly, temporarily closed 
establishments – who would meet the selection criteria under normal operating circumstances – were also con-
sidered in-scope for this survey.  

3.2 Survey frame
The primary source of information used to determine the total population of each subsector, and the in-scope 
component within each from which the sample would be drawn, was the MICT Department of Tourism Promo-
tion’s central database containing lists of registered tourism businesses across all provinces by subsector.

This database contains reasonably comprehensive information, such as the number of employees, number of 
rooms, investment capital, etc., and was used to categorise (out-of-scope) micro-businesses where possible.  
Information was available to varying degrees across the subsectors, providing full coverage for hotels, resorts, 
guesthouses, restaurants and partial information on entertainment and travel services.  From the list of attrac-
tions, it was possible to identify, and exclude, natural attractions which do not employ staff.  Natural attractions 
were only considered in-scope where the MICT database indicated the site also had a gift shop and/or a restau-
rant/cafeteria attached. The handicraft sector sample frame was compiled from three official lists identifying 
handicrafts groups and cooperatives, handicraft factories, and family-based handicraft factories. 

Overall, the quality of the sample frame has increased considerably since the 2018 ESS (at which time no 
central list of attractions and handicraft businesses were available). There are, however, considerable time lags 
associated with business registrations received in provincial offices and the updating of the central database 
in MICT. Consequently, the frame was supplemented with additional business names from the DICT where 
available during the fieldwork phase of the survey. 
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