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Public debt sustainability and economic growth: Evidence from Lao PDR

The study of public debt sustainability and economic growth of Lao PDR has three main
objectives: to study the general situation of public debt and economic growth of Lao PDR from
2015 to 2023, to study the impact of public debt on economic growth in Lao PDR, and to study the
sustainability of public debt of Lao PDR. The variables used in the study are GDP growth rate,
government revenue, public debt, export, population, per capita income, and government
expenditure, annual data from 1990 to 2023 and analyzed by Autoregressive Distributed Lag
(ARDL) and Fully Modified Regression (FMOLS) models. The results of the study on the impact
of public debt on economic growth are related in the same direction as the growth rate of GDP at
a statistically significant level in both the short and long term. In the case of analysis without control
variables, it was found that in the short term, only public debt has a relationship with the growth
rate of GDP at a statistically significant level. In addition, the analysis of debt sustainability in
terms of the strength of public debt sustainability indicates that during the study period, the public
debt of the Lao PDR has a low level of sustainability.

Keywords: Gross Domestic Product Growth Rate, Public Debt, Debt Sustainability,
Government Revenue and Government Expenditure.



