KEY MESSAGES
• Although recent media reports of a perceived “skills problem” in Lao PDR have
spurred an intense focus on the role of the education sector in creating the right
skills, this focus on skills overlooks more fundamental issues that are critical to
the future of Lao PDR’s workforce and economy.
• In order to achieve broad-based growth and poverty reduction, Lao PDR must
channel greater resources toward tackling key workforce and productivity challenges.
• G iven t he l arge m ajority of t he p opulation that i s engaged i n agriculture,
boosting agricultural productivity is a t op p riority f or i mproving l ivelihoods
and reducing poverty. Higher agricultural productivity will raise farm incomes
and will eventually free workers to move to higher-productivity, higher-paying
sectors.

for workers who are released f rom agriculture. B ecause the natural resources
sector generates few jobs, greater emphasis is needed on creating an environment that helps businesses in the employment-generating manufacturing and

• At the same time, workers must be equipped with the basic skills necessary to
take up the higher-productivity opportunities that are available. Reforms must
focus on expanding early childhood education, ensuring literacy, and building
job-relevant technical skills.

THE REPORT’S MAIN RECOMMENDATIONS
Given that the majority of the country’s workforce is currently engaged in agriculture, raising agricultural productivity is arguably the top development priority
for Lao PDR. In the shorter term, higher agricultural productivity will help generate
better livelihoods for the 4.5 million Lao people living on farms. Over the longer term,
increased productivity on the farms would eventually lower the need for labor, freeing
up agricultural workers to move to more productive jobs in other sectors. In particular,
greater attention is needed in two areas:
• Facilitating trade in paddy and rice to encourage private investment in milling, which would help reduce milling costs and give
farmers greater incentive to increase production for export;
• Making better use of public resources supporting rice farmers,
with a more balanced approach in allocating resources for
extension activities, technology development and transfer
(including good seed), and irrigation.

nities, it will be critical to ensure that the Lao workforce is equipped with the
knowledge and skills to be able to take up these jobs. Greater priority should
be placed on cultivating a workforce that possesses the basic foundational skills
critical windows of opportunity when skills are built by:
• Expanding and strengthening early childhood development and education to help
develop school readiness skills and basic cognitive and behavioral skills, which
development;
• Ensuring that all children can read by the end of grade 2, making reading a national
obsession so Lao PDR can build a skilled and productive workforce; and
Building job-relevant technical skills, with the Government taking on a more strategic role in vocational skills development by developing policies, setting standards,
investing in training materials and instructors, improving public information about
the training system, and carrying out training evaluations.

policies to be grounded in better information.
the workforce should be based on a complete and accurate picture of labor market
policies might be. However, crucial information on sectoral employment, migration, and other labor market indicators are lacking. Instruments such as a labor
force survey could help provide essential information for policymakers to understand the key challenges and design appropriate solutions. Further work is also
lenges discussed above, including determining why manufacturing wages have
been rising faster than labor productivity and identifying other barriers to worker
mobility between jobs and sectors.

