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01. Is there a concept of redundancy - based on a shortage of work or other economic reasons -
as a justified reason to dismiss employees in your jurisdiction? If so, how is it defined?

Yes. Under Lao law, it is possible to dismiss employees for economic reasons. The concept of
redundancy is regulated by the Law on Labour No. 43/NA, dated 24 December 2013 (the Labour Law),
which defines the term as a reduction of the number of workers for business reasons.

Article 82 of the Labour Law provides for a reduction in the workforce when “the employer/company
considers it necessary to reduce the number of workers in order to improve the work within the
labour unit after consulting the trade union or employee representative or the majority of employees
and has reported to the Labour Administration Agency (LAA)”. A dismissal for this reason constitutes a
termination of the employment contract by the employer or company for economic reasons.

02. In brief, what is the required process for making someone redundant?

Under Article 82 of the Labour Law, if the employer or company wishes to terminate an employment
contract for business reasons, including making an employee redundant, the employer or company
must provide an appropriate reason, i.e. that it is necessary for the employer or company to reduce
employee numbers to improve work within the labour unit. There is no guidance as to what
constitutes “an improvement” within the labour unit, so there is leeway for an employer to invoke
Article 82 to terminate employees for economic reasons.

The employer must consult with the labour unit, trade union, and/or employee representatives, and
provide explanation related to business or economic issues affecting the company. The termination of
the employment contract must also be notified to the LAA before termination of the contract. The
employer is also obliged to give employees who undertake physical labour 30 days’ advance notice,
and employees who undertake mental labour 45 days’ notice, along with reasons for the termination.

03. Does this process change where there is a “collective redundancy”? If so, what is the
employee number threshold that triggers a collective redundancy?

There are no specific provisions for collective redundancies. Accordingly, whether one or multiple
employees are made redundant, the process set out in question 2 above must be followed.

04. Do employers need to consult with unions or employee representatives at any stage of the
redundancy process? If there is a requirement to consult, does agreement need to be reached
with the union/employee representatives at the end of the consultation?

As stated above, employers must consult with the trade union and/or employee representatives
during the redundancy process, and notify the LAA in writing. According to Article 82 of the Labour
Law, there is no requirement to reach an agreement with the union or employee representatives by
the end of the consultation.
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05. If agreement is not reached, can the restructure be delayed or prevented? If so, by whom?

Under Lao law, even if the parties have not yet reached or cannot reach agreement, the company may
proceed with the restructuring. Employers are not required to wait for the finalisation of any dispute between
the employer and employee.

06. What does any required consultation process involve (i.e. when should it commence, how long
should it last, what needs to be covered)? If an employer fails to comply with its consultation
obligations, what remedies are available?

As stated in question 2, before terminating an employment contract, the employer must:

give the employee 30 or 45 days’ notice, depending on the nature of the work, along with reasons for the
termination;
consult with the labour unit, trade union, and/or employee representatives;
provide evidence of business or economic issues affecting the company; and
report the business reasons for termination to the LAA.

The Labour Law is silent about sanctions for failing to comply with the consultation obligation. Under the
Decree on Labour Conflict Resolution No. 76, dated 28 February 2018, employees, individually or collectively,
are entitled to seek administrative remedy by filing a complaint with the relevant agency under the Ministry of
Industry and Commerce for disputes in relation to their employer’s breach of the law or internal regulations.
We understand that failing to complete the consultations may also be subject to an administrative remedy.

07. Do employers need to present an economic business rationale as part of the consultation with
unions/employee representatives? If so, can this be challenged and how would such a challenge
normally be made?

According to Article 82 of the Labour Law, employers are required to present an economic business rationale
as part of the consultation with unions or employee representatives. If an employer wishes to terminate an
employment contract for business reasons, the employer must have an appropriate reason, i.e. that it is
necessary for employers to reduce employee numbers to improve work within the labour unit. During
consultations with the labour unit, trade union, and/or employee representatives, the employer must
produce evidence related to business or economic issues affecting the company. The business reasons for
termination of the employment contract must also be reported to the LAA before termination of the contract.

Lao law is silent on the possibility of challenging an economic business rationale. In the same vein, the Labour
Law does not suggest that the union or employees have the right to oppose redundancy. In theory, if
employees, employees’ representatives, or trade unions are not satisfied with the business rationale provided
by the employer, they may file an administrative action as mentioned in question 6.

08. Is there a requirement or is it best practice to consult employees individually (whether or not the
employer is also legally required to collectively consult employees)?

Under Lao law, there is no requirement to consult with employees individually, nor is it general practice or
prohibited. Accordingly, if an employer chooses to consult with an employee individually, in addition to its
other consultation obligations, the requirements set out in question 2 must still be met.

09. Are there rules on the selection of individual employees for redundancy?

In Laos, employers are entitled to exercise their discretion in selecting individual employees for redundancy,
as there are no specific regulations governing this aspect of employment law. However, employers’ discretion
must still be exercised reasonably and in accordance with the principles of good faith and fair dealing.
Employers must ensure that the selection criteria used to determine which employees are made redundant
are objective, transparent, and free from any form of discrimination or bias.
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10. Are there any specific categories of employees who an employer is prohibited from making
redundant?

Article 87 of the Labour Law prohibits employers from terminating the employment contracts of
employees who fall within the following categories:

pregnant or have a child below one year of age;
undergoing medical treatment or rehabilitation, substantiated by a medical certificate;
an employee representative or the head of a trade union;
involved in legal proceedings or detained and awaiting a judicial decision;
injured and undergoing medical treatment, substantiated by a medical certificate;
recently experienced a natural disaster;
on annual leave or on other leave with the permission of the employer;
working in another location after being assigned by the employer; or
in the process of making a claim or taking legal action against the employer, or cooperating with
government officials in a claim or legal action against the employer.

If employers wish to terminate contracts of employees that fall in any of the categories above, the
employer must obtain approval from the LAA.

11. Are there categories of employees with enhanced protection (e.g., union officials,
employees on sick leave or maternity/parental leave, etc)?

There is no enhanced protection other than that set out in question 10. If an employer fails to obtain
approval from the LAA before terminating employees in the categories set out in question 10, the
terminated employees would be entitled to lodge an unauthorised termination claim against the
employer.

12. What payments are employees entitled to when made redundant? Do these payments need
to be made within a specified period? Are there any other requirements, such as giving
contractual notice, payments into a central fund, etc.

An employee who has been made redundant is entitled to:

their normal salary up to the date of the redundancy;
payment in lieu of any unused annual leave or any benefits due in accordance with Article 57 of
the Labour Law;
a certificate of employment;
severance pay in accordance with Article 90 of the Labour Law; and
payment in lieu of notice if the employer elects to terminate the employment with immediate
effect.

As mentioned above, employers are required to provide employees who perform physical labour with
at least 30 days’ advance notice of termination, and employees who perform mental labour with at
least 45 days’ notice, along with an explanation for the termination.

13. If employees are entitled to redundancy/severance payments, are there eligibility criteria
and how is the payment calculated?

Under the Labour Law, an employee whose employment has been terminated due to redundancy is
entitled to a severance payment, as in the case of no-fault based termination, equal to 10% of the
employee’s last monthly salary prior to termination multiplied by the number of months worked for
the employer.
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14. Do employers need to notify local/regional/national government and/or regulators before making
redundancies? If so, by when and what information needs to be provided?

Employers are required to notify the LAA in the Labour and Social Welfare Department in the Ministry of Labour
and Social Welfare by submitting a proposal, a report on redundancies, and minutes of meetings related to the
redundancies. The process would typically be as follows:

Before implementing any redundancies, the employer holds a meeting with the employee representatives, the
majority of the employees, or the trade union. The draft of the minutes of the meeting must be signed by the
head of the company and other attendees.
The company must notify the LAA in the Labour and Social Welfare Department and submit the proposal,
report, and minutes of the above meeting.
The LAA in the Labour and Social Welfare Department receives and reviews the notification from the employer
regarding the reduction in employee numbers.
At the same time, the employer must provide the employee with written notice of termination of 30 or 45 days,
depending on the nature of the work, together with an explanation of its decision (i.e termination for
operational requirements).

In the written notice of termination, the employer may request that employees refrain from continuing their
respective work during the notification period unless instructed otherwise. The employer may also elect to
terminate the employment with immediate effect, in which case it is obliged to make payment in lieu of notice, in
addition to other statutory payments (i.e. salary, severance payments) and benefits to the employees. The notice of
termination must include details of the severance payment and other benefits, as well as information on the date
payment will be made, taking into account that it must occur on or before the effective date of termination of the
employment contract.

The employer must pay severance and other benefits as specified in the employees’ respective employment
contracts or the company’s internal regulations.
The employer must issue work certificates to the employees indicating the employees’ start date, date of
cessation of work, and position, within seven days of the date of termination of employment. Employees may
also request certification of their respective salaries and work performance.

15. Is there any obligation on employers to consider alternatives to redundancy, including suitable
alternative employment?

There is no obligation for employers to consider alternatives to redundancy. Offers of alternative employment are
not obligatory but may be made at the employer’s discretion.

16. Do employers need to notify local/regional/national government and/or regulators after making
redundancies, e.g. immigration department, labour department, pension authority, inland revenue, social
security department? If so, by when and what information needs to be provided?

Employers are not required to notify local, regional, or national government or regulators after making
redundancies. As mentioned above, Article 82 of the Labour Law requires notification to the LAA prior to a
redundancy.

17. If an employee is not satisfied with the decision to make them redundant, do they have any potential
claims against the employer? If so, what are they and in what forum should they be brought, e.g. tribunal,
arbitration, court? Could a union or employee representative bring a claim on behalf of an
employee/employees and if so, what claim/s and where should they be brought?

As noted in question 5, if an employee is not satisfied with the decision to make them redundant, the employee
can lodge a claim for damages with the court. The union and employee representatives can bring a claim on behalf
of employees in accordance with the Decree on Labour Conflict Resolution.
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18. Is it common to use settlement agreements when making employees redundant?

It has been our experience that the majority of redundancies are not settled between the parties.

19. In your experience, how long does it normally take to complete an individual or collective
redundancy process?

The redundancy process, as set out in question 14, can take one to two months to complete after the
employer has given notice of their intention to terminate the employment contract due to
redundancy.

20. Are there any limitations on operating a business for a period following a redundancy, like a
prohibition on hiring or priority for re-hire being given to previous employees?

There are no limitations on operating a business for a period following a redundancy under Lao law.
Accordingly, employers can hire new employees or rehire previous employees at their discretion.

21. Is employee consultation or consent required for major transactions (such as business
transfer, mergers, acquisitions, disposals or joint ventures)?

Under Lao law there is no requirement to consult on or obtain consent for major transactions such as
business transfers, mergers, acquisitions, disposals, or joint ventures. However, if an employer wishes
to terminate an employment contract due to a major transaction, advance notice is required. The
advance notice must be provided to the employee at least 30 days in advance for contracts involving
employees who perform physical labour, and at least 45 days in advance for contracts involving
employees who use intellectual or special skills.

If there is no change in the number of employees due to the major transaction, advance notice to
employees is still needed to give them the opportunity to decide whether they would like to continue
their employment or terminate their employment agreement due to the major transaction.

22. What are the remedies that are available if an employer fails to comply with its
consultation duties? Can employees take action to prevent any proposals going ahead?

As noted in question 21, there is no requirement to consult. However, the employees may choose to
terminate their employment due to the reorganisation of the business. There are no legal provisions
enabling employees to prevent business operations from proceeding.

23. Is there any statutory protection of employees on a business transfer? Are employees
automatically transferred with the business? Are employees protected against dismissal
(before or after the transfer of employment)? 

Under Lao law, there is no statutory protection of employees on a business transfer.

Lao law does not define whether employees are automatically transferred with the business. Article
84 of the Labour Law states that when transferring a business, the original employer and the new
employer must clearly determine their responsibilities to employees – for instance, who will be
responsible for paying compensation to employees if the employer terminates employment due to
the transfer of the business.

There is no protection of employees against dismissal. If the employer wishes to terminate the
employment contract, compensation must be paid to the employees.
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24. What is the procedure for a transfer of employment (upon a business transfer or within
group companies)?

There is no legally prescribed procedure for a transfer of employment upon a business transfer or
within group companies. However, it is important to note that a transfer of employment results in a
change of employer. Consequently, the new employer must accept all rights and duties that the
existing employer provides to its employees. This includes carrying forward the length of service,
ensuring continuity in all respects. The transfer of employee requires the employee’s consent.

25. Are there any statutory rules on harmonising the transferring employees’ terms of
employment with the existing employees’ terms of employment?

There are no statutory rules governing the harmonization of the transferring employees’ terms of
employment with the existing employees’ terms of employment. However, since a transfer of
employment results in a change of employer, the existing employer and the new employer must have
the employee sign a consent form for transfer that specifies clearly that the employee will be subject
to the benefit scheme, package, work rules and regulations of the new employer. The employee's
working period will continue seamlessly with the new employer, as it did with the existing one. 

26. Can an employer reduce the hours, pay and/or benefits of an employee?

According to Article 51 of the Labour Law, normal working hours cannot exceed six days per week and
eight hours per day, or 48 hours per week, regardless of the type of salary or wage. In addition, the
law provides that the normal working hours for high-risk occupations may be reduced as appropriate.

An employer cannot reduce an employee’s salary or benefits without the employee’s consent.
Changes to wages and benefits must be mutually agreed upon between employers and employees.

27. Can an employer rely on an express contractual provision to vary an employment term?

The Labour Law does not prohibit employers from changing a term of an employment contract on the
basis of an express contractual provision. However, these changes must be agreed upon by the
employees to maintain fairness and transparency.

28. Can an employment term be varied by implied conduct?

Lao law neither prohibits not permits changing employment terms by implied conduct. Nevertheless,
a change of employment terms by implied conduct may be acceptable if the employer and employee
agree to it and both parties benefit from the change.

29. If agreement is required to vary an employment term, what are the company’s options if
employees refuse to agree to the proposed change?

Amending employment terms and conditions requires agreement between employer and employee. If
the parties cannot reach an agreement, the employer can submit a proposal letter to the Labour
Management Division of the Labour and Social Welfare Department to resolve the issue. That said,
employees are not obliged to accept amended employment terms.

30. What are the potential legal consequences if an employer varies an employment term
unilaterally?

There is no clear sanction under Lao law for an employer unilaterally amending an employment term.
That said, amendments to employment contracts must be agreed to by both parties. Also, if the
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employer violates the employment contract after receiving a prior protest from the employee or
employee representative but does not resolve the situation or make any changes, the employee may
be deemed to be forced to resign, entitling the employee to severance payment for unjustified
termination (15% of the last salary multiplied by the number of months worked).

Areas to Watch

On August 13, 2024, the Ministry of Labor and Social Welfare issued Notice No. 2721/MLSW on
Determining and Paying Salaries or Wages and Other Policies for Employees in Laos, which took effect
on the same date. This notice makes provision for the payment of salaries, wages and other sums
paid by an employer to its workers, which are indicated in foreign currency but paid in LAK. The
conversion must be calculated using the exchange rate of any commercial bank within three business
days before the salary calculation date. If an employer pays a salary or benefit using an exchange rate
lower than the commercial banks’ rates, they will receive a warning and, from October 1, 2024, must
recalculate any such payments. 

Some companies in Laos have been paying salaries based on the exchange rate at the time the
employment contract was signed. For example, if a contract was made in 2015, the exchange rate was
fixed at that date. The notice seeks to address this practice and the harm that it can cause to
employees, especially in the context of the significant currency fluctuations in recent years. 

On September 27, 2024, the Ministry of Labor and Social Welfare issued Notice No. 3534/MLSW
regarding the payment of cost-of-living allowances to low-income workers. This notice states that
starting from October 1, 2024, production, business, and service units must pay a subsistence
allowance of up to LAK 900,000 (approx. USD 41) to non-professional workers without formal
educational qualifications who receive a monthly salary or monthly wages of less than LAK 2,500,000
(approx. USD 113). Such workers must receive no less that LAK 2,500,000 through a combination of
salary and the cost-of-living allowance, meaning that if they are paid the minimum wage of LAK
1,6000,000, they must receive the maximum allowance of LAK 900,000. Workers already earning LAK
2,500,000 per month or more are not entitled to any allowance.
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