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Abstract

Lao PDR is a resource-rich country, with many reltuesources, including forestry,
agricultural land, hydropower and minerals. Afterodust economic upward trend with an
average 8 percent growth which was experiencedtbegpast decade, Lao’s economy is still
expanding. Lao’s economy has greatly benefited fimgh-profile capital flows to the
country in terms of foreign direct investments, ppnd private investments among others.
In addition, during the fiscal year of 2012, théatoofficial development assistance (ODA)
increased from USD 392.48 million in the year 266 USD 408.92 million in the following
year 2012 Qfficial Devel opment Assistant Data, 2012).

Essentially, the issues affecting the economic lkbgweent, especially in Lao PDR, which is
still one of the least developed countries, aregadtarized by being a small economy with a
high poverty rate and had small budgets to supgudt build up the areas of economic and
social development. Thus, the official developmesgistance has played an important role in
the socio-economic development of Lao PDR, esdgdralthe sectors depending on public
investment. Official statements acknowledge thainsoofficial development assistance has
played a crucial role in fostering the governmegtsals of high economic growth rates of the
country. In fact, many least developed countriegehaot achieved sustainable economic
growth, despite the fact that they attracted mdréath internal and external sources for
supporting economic development progress. In tlustext, the question still remains
whether financial assistance, especially extermatces in terms of ODA, do always promote
economic growth in Lao PDR or not. Quite a numbérstudies have discussed the
relationship between foreign assistance and ecangmuwth, and the majority of those
studies have focused on the link between Officiav&opment Assistance on Economic
growth in Lao PDR. This study has examined the chpéforeign assistance in the form of
official development assistance on economic growthao PDR by using time series data
over the period 1985-2012.

This study showed that the official developmenistaace has a positive effect on economic
growth in Lao PDR. Thus, it can be concluded thBAhas contributed to economic growth
in Lao PDR.






The Impact of Official Development Assistance
on Economic Growth in Lao PDR

1. Introduction

1.1. Overview of Official Development Assistance
1.1.1. The definition of Official Development Assitance

Generally, Official Development Assistance (ODA)sha very specific definition. It is
“official” funding, which is provided by the govemrents of 23 countries that are members of
the Organization for Economic Cooperation and Dawelent's (OECD) Development
Assistance Committee (DAC) plus the European Urn(gb)). This group is known for
bringing together donor countries and is oftenrefé to as “DAC”. The DAC has strict
funding criteria which focused on two key princgl¢he welfare and economic development
of developing countries. Moreover, the assistanastine concessional through the provision
of grants or soft loans. ODA does not include aaif governments which are not members
of the DAC, but it does include the money or aidegi by non-government organization
(NGOs).

= Types of Official Development Assistant

As mentioned above, ODA is classified by the twpety of money flowing to the OECD
Creditor Reporting System as ODA grants and ODAgoa

- Grants are transfers in cash or in kind for which no ledebt is incurred by the
recipient. For DAC/CRS reporting purposes, it dlsdudes debt forgiveness, which
does not entail new transfers, support to non-gowental organizations and certain

costs incurred in the implementation of aid proggam

- Loans are transfers for which the recipient incurs aaledebt and repayment is
required in convertible currencies or in kind. Timsludes any loans repayable in the
borrower’s currency where the lender intends tcatégte the repayment or to use
them in borrowing country for the lender's benefinly loans with a grant element
above 25 percent are ODA eligible. In addition,GIDA loan has to be concessional

in character. This means that its interest ratet inei®elow the prevailing market rate.
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According to the statistics, Net Official Developmé\ssistance grew by 63% (almost US$
50 billion) over the last decade, by reaching WU28.5 billion in 2010 and fell by 2.7% in
2011 with a total sum of US$ 125.1 billion (Inttises, 2012). Currently, the least developed
countries (LDCs) received 45% of ODAs, and the O@8vided to this group grew at a rate
twice as high as the growth rate of the total Ol#ded out during the last decade. Table 1.1
shows the net ODA of recipient countries by regimn®tal amounts in 2011. Africa receives
more ODA than any other region with volumes reaghit$ 51,261 million of net bilateral

ODA, followed by Asia, America, Europe and Oceania.

Table 1: Net ODA and Population of ODA recipientintrvies by region in 2011

Regions Net ODA Population
(US$ million) (Million)
Africa 51,261 1,044
Asia 37,566 3,869
America 11,582 589
Europe 5,352 151
Oceania 2,201 9
Aid unspecific by region 28,475 -
All ODA recipients 136,437 5,663

Source: OECD, Development Assistant Committee

The categories of ODA can be divided into a variefysectors, for example social
development and economic production, aid to goveraand etc. ODA focuses in particular
on supporting good governance and a wider empogemvironment in the public sector of
developing countries, which accounted for 15% eftibtal ODA during 2008-2010, support
for developing the health and infrastructure segtarhich each represent over 10% of the
total global ODA. ODA for those sectors has doubiedvolume over the last decade
(Initiatives, 2012)
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1.1.2. Sources of ODA and ODA Differences by Sector

Regarding the definition above, ODA is an aid pded by the 23 countries that are members
of the Organization for Economic Cooperation andréd@pment’s (OECD) Development
Assistance Committee (DAC) and the European Unkd) (The largest donors among them
are the member of the G7 (15 countrieshich accounted for over 60% of ODA globally
provided between 2009-2011 (Initiatives, 2012). dddition, the donors are also from
organizations, agencies, which disburse funds omudtilateral and bilateral level to
developing countries, such as the World Bank Itgonal Development Association (IDA),
the Asian Development Bank (ADB), the Internatioktnetary Fund (IMF) and etc.

The Official Development Assistance (ODA) is defie@ through numerous ways to the final
beneficiary for fostering sustainable developm@iDA also supports research that looks at
to development-related issues in various sectomstNDDA consists of concessional grants
and soft loans (with the lowest interest possibdgcording to this logic, ODA focuses on
donor countries direct ODA provision to LDCs andest developing countries, which
amounts to 76% of ODA; ODA geographically unspedifaccounts for 17% and ODA
allocated to other regions (e.g. Asia, Africa... ety 7% of all ODA donors in the world
(Initiatives, 2012).

1.2. Characteristics of Lao Economy and National Deslopment

Lao People’s Democratic Republic is the only lackexl country in the Southeast Asia
region. Lao PDR gained its full independence and efficially established on December, 2,
1975. The government of Lao PDR launched a New &wmin Mechanism (NEM) policy

and introduced a market oriented system in 198érdler to induce more and better social-
economic development in the country. The NEM regmé=d open-door reform policies of
the government in regard to a transformation of abentry from a centrally-planned to a
market-oriented economy. In 1996, the governmentad PDR announced the national
vision of disappearing from the list of least depad countries by the year 2020. Later in
early 2000s, the government of Lao introduced sd\srategies to support this 2020 vision

115 countries: USA, Germany, England, French, Jaatherland, Spain, Canada, Sweden, Norway, Aigstral
Italy, Denmark, Belgium, and Switzerland.
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for the country by including industrialization amdodernization strategy, and a national
growth and poverty reduction strategy.

In order to ensure the implementation of thosetesgias, annual and five years National
Social-Economic Development Plans (NSEDP) have bpenh in place as planning,
implementing, adjusting and evaluating policy todl$ie first period of social economic
development started from an extremely low basevétidgrowth on average of 6% per year
for the period of 1988-2008, which was only int@ted by the short-lived drop caused by the
Asian financial crisis that began in 1997. Lao®vgh exceeded 7% per year during the
2008-2012period. Despite this high growth rate, da@mains a country with an
underdeveloped infrastructure, particularly in haseas. Economic growth has reduced the
official poverty rate from 46% in 1992 to 26% in120(The 7th National Social Economic
Development Plan 2011). The economy also has benefited from higHidproapital flowing

to the country in terms of foreign direct investrisgrpublic and private investments among

others.

According to the National Social-Economic planshwits four key mile-stones of thd'@ao
PDR Party Congress, the government set up maimrgaavhich are at the core of a -
proactive, stable and sustainable development.h&t tontext, social development and
environmental protection are key elements withim ¢éisonomic development strategies. The
Lao government continues to strengthen the stredr the implementation of changes in
the economy and the labor-markets, for the expangb international development
cooperation with foreign partners, and for enhagcihe capacity of the country’s

competiveness at the international and regionalllev
1.2.1. External Assistance in Lao PDR

Since the mid-1990s, ODA flowing to Lao PDR hagéased as a result of the government’s
open-door policy. The average annual ODA inflowlimo PDR for the fiscal year 1999-2000
reached the amount of US$ 331.45 million and coetsnto increase further, for instance at
the fiscal year 2007-2008 the ODA accounted for 4$3$.44 million Official Development
Assistant Data, 2012). A large amount of ODA went to the commatian and transport
sectors. According to available statistics, on agerthe communication and transport sector
accounted for approximately 20 percent of total O@Ath a value of US$ 112.70 million)
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for the period from 2007-2008, followed by the aghiural & forestry, education, and health
sectors. In the previous five years, ODA inflowswhd a significant increase reaching US$
460 million per annumdfficial Development Assistant Data, 2012). The government of Lao
PDR expects to receive a total ODA of US$ 750-80Mian per year during the 5 years
period of 2011-2015for the™National Social-Economic Development Plan (NSEDRP)s
amount is needed to ensure that the target of @ostestic Product (GDP) growth at 8,3 %
in the period 2012-2013Tke 7th National Social Economic Development Plan 2011) is

being achieved
1.3.  Significance of Issues

The theoretical reasoning of ODA emerged from tlekwof economists such as Arthur
Rostow, Harrod & Domar and mathematical models dbase their theories. According to

these theories, developing countries were caugla llow-level equilibrium trap with low

rates of domestic savings and investments. In a@exchieve a self-sustaining growth or
take-off, it is necessary to raise the level ofestyent and capital formation. According to
the theory, this would have a multiplier effectionomes and growth. Foreign savings in the
form of aid were consistent with this emphasis apit@al formation as a key to foster
economic transformation. In subsequent modificatjosid could have a direct effect on
investments through the foreign exchange consgalMithin this aid-financed investment
paradigm, it is assumed that there is a one-to@mévalence between investment and
growth. The development theory, based on theseepisictherefore postulated a critical role
to be played by ODA to enable undeveloped countdesreak out of the vicious circle of

poverty and low-level equilibrium in order to ackheehigher rates of growth.

Moreover, the issues affecting the economic devetoq, especially developing countries
have been on the agenda of international cooperdtio a long time. The developing

countries are well-known as depending heavily onergal resources to expand the
productive capacity of their economies, but theyehao adequate budget to support the
buildup of their productive capacity. In responsettis, developed countries (donors) have
provided financial support in the hope that it wbutnable the developing countries
(recipients) to improve their development and @sbance the capacity for the creation of a
self-sustaining economic growth. Foreign aid or OBAurther criticized for focusing and

stimulating the growth of modern sectors, therefgreasing the gap in living standards
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between the rich and the poor in developing coestrsome critics on the left would even
assert that foreign aid has been a force for argidpment in the sense that it both retards

growth through reduced saving and worsens incoguialities.

In the case of Lao PDR, which is still one of thadt developed countries characterized by a
small economy with a high poverty incidence, theegoment has small budgets available to
support the sectors of economic and social devetopmSo the official development
assistance has played a role in socio-economicla@vent of Lao PDR, especially in the
public investment sector. Its statement indicaked high official development assistance has
played a crucial role in attempts of the Lao gowsent to achieve high growth rates in the
country. However, there remains a dispute as tahneone factor is sufficient to promote
sustainable economic growth. In fact, many leasteldped countries have not achieved
sustainable economic growth, despite the factttieyt tapped into both internal and external
financial sourcesin order to foster economic development progréssthis context, the
guestion still remains whether external financiaurses (ODA) might always promote
economic growth in Lao PDR or not. This questiorthe primary concern of that study.
Given the importance of Official Development Asaigt(ODA), it is crucial to understand its

contribution to economic growth of the country.

In the previous year, however, there have beenrakefareign studies on ODA, which raised
interesting questions and strongly emphasize tlgaifsiance of ODA for supporting
development. Those studies look at the questiondmmmomic growth is created in a country
including the least developed and other developmgntries using a large amount of global
for their research. However, in the case of Lao PIBR issue has been scientifically
neglected. In regard to that issue, this papetyaesalthe effects of ODA on economic growth
in Lao PDR. The content will focus on getting atbetinderstanding of the effect of aid on
growth. In so doing, an examination of the intaacbetween aid and growth is required. In
this context, the study mainly examines the quastibether ODA has a significant impact
on economic growth, and if the answer is yes, hdAQ@an contribute to socio-economic
growth, and thereby will also assist recipient ganeents (GOL) in addressing the issue of
making ODA a more effective tool.

%Internal Source is defined as private investmeairgistic & foreign), with the objective of makingpfits.
External Source is defined as public investmeoir(estic & foreign), with the objective of developmt in
sector and region. ODA in form grants and loansaaé components.
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1.3.1. Conceptual Framework

Instead of seeking an understanding of the questicaid effectiveness, the concept of the
Development Compaatnables us to focus on the core issues of estalgishe economic
and institutional preconditions for growth. Withiims framework, a range of possible options

can be considered of which the three componergsaiomic growth include:

- Capital accumulation, including all new investmeatsl human resources through

improvements in health, education, and job skills;
- Growth in population, and hence eventual growtlaibor force;

- Technological progress (new ways of accomplishasis).

A schematic of the appropriate relationship betwtenDevelopment Compact, economic
growth and povertyeductions is given in Fig. 1.1. This chart enahls to see that, while the
study focuses on official development assistanke, three components of growth must
promote high level of economic growth, complemeneiforts to reduce initial inequalities
of income and wealth, and some measures that may diieectly poverty reducing effects

could also be relevant in certain circumstances.

| Development Compact I

1. Achieve Economic

and Sacial Developmient
Goals
2. Poveryy Reductions

L

'/In general, Economic ‘\' //In this study, the \

Growth: focus lies an:
1. Capital accumulation *(Official Development .
L A Economic
. . ssistant
2. Population size or Growth
densitv (labor force) - Grants
3. Technological progress - Loans

/

Figure 1: Relationshipetween the Development Compact,

Economic Growth and Poverty Reduction
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1.4.Research Objectives

The objective of the research includes 2 pointsclvhre:

1. To determine the ODA'’s trend in Lao PDR;
2. To analyze the effects of Official Development Asznt (ODA) on economic growth
in Lao PDR;

1.5. Research Questions

The study aims to answer the following researclstjoes:

-  Whatis the ODA's trend in Lao PDR?

- Does ODA have any impact on economic growth in B&dR?
1.6. Scope of the Study

There are numerous factors that affect the econgnoith in Lao PDR. This study focuses
on the estimation of Official Development Assistd@DA) on economic growth in Lao
PDR. In addition, it also studies the progresshaf ©ODA’s implementation in Lao PDR
during the time period of 1985-2012.

1.7. Significance of the Study

The presented research of “Official Developmentigaace” (ODA) on economic growth in

Lao PDR” is significant for a reader to understéme purposes of the study, which are:

- To guide other researchers in acquiring detaileowkadge and information on the
efficiency of ODA in Lao PDR,;

- To assist the ODA recipients, especially the govemnt of Lao PDR, in addressing

the question of how to make ODA more effective;

- To inform future research with broader understagdhthe issues discussed.
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1.8. Limitations

There are a few limitations of the present studyictv are:

- The limited availability of data and data sourcisparticular in regard to more
specific data, which are only made available asrsdary data-sets.

- Some data are not in the public domain and moshefdata needed were obtained

from government databases.

1.9. Definition of Key Terms

Impact: The outcome, result, or consequence of.

Official Development Assistance (ODA):Also referred to as international aid or overseas
aid, which may be provided to communities or caestin the event of economic activities
or to achieve socioeconomic objectives. ODA aimer&ate long-term sustainable economic
growth.

Economic Growth: is the increase in value of goods and servicedymed by an economy.
Generally, it is measured as the percent rate efirtbrease in real gross domestic product
(RGDP).

Economic Development:It is the development of the economic wealth ofirdaes or

regions for the well-being of their inhabitants.

ODA commitment: are provided resources of a specified amount undgain financial
terms and conditions and for clear purposes of fitergea recipient country or a multilateral

agency.

ODA disbursement: is the real value of official development assisearfoom donor

countries to recipients’ countries.

|9
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2. Review of Literature

2.1. Theoretical Reviews

Theorists of the 1950s and 1960s viewed the pramfedsvelopment as a series of successive
stages of economic growth through which all coestrmust pass. It was primarily an
economic theory of development, in which the rigjuantity and mixture of savings,
investments, and foreign aid were all that necgssaenable developing nations to proceed
along an economic growth path that had historice#gn followed by the more developed

countries. Development thus becomes synonymousrayill, aggregate economic growth.

2.1.1. Rostow’s Stages of Growth

The phases of this growth model of development uohes the transition from
underdevelopment to development that can be destrib terms of a series of stages
through which all countries must proceed. Accordiodrostow, the economic dimensions
can be divided into five categories: the traditiosaciety, the precondition for take-off into
self-sustaining growth, the take-off, the driveraturity (higher growth), and the age of high
mass consumption. According to that theory, advdnmauntries have passed through all
those stages from the take-off phase to the phdseseli-sustaining growth, but
underdeveloped countries were still caught in eithe phase of being a traditional society or
being in the precondition stage and had only ttoWola certain set of rules for development

to take off and turning them into countries withf-seistaining economic growth.

One of the key strategies of development necesfaryany take-off would be the
mobilization of domestic and foreign savings ina@rdo generate sufficient investments to
accelerate economic growth. The economic mechahismhich more investment leads to

more growth can be described in terms of the Haboohar growth model.

2.1.2. The Harrod and Domar Model

This model is determined by the relationship betwgeowth and investment, which is

defined as:

10 |
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AY
Growth(Y) T Y = GDP

- In order to determine this relationship, growth Iwie estimated as the Incremental
Capital-Output RatiglCOR), which is measured as capital efficiency

ICOR AK K = Capital
= = Capita
Ay P

- A high ICOR implies a high increase in capital tiela to the increase in GDP. Since
capital is assumed to be the only production camgtrinvestment in the Harrod-Domar
model is defined as the growth in capital. But stweent is also equal to savings, which
is equal to the average propensity to save (ARS) GDP.

| = AK; denote: | = S =APS*Y =s*Y

Sa
S*Y
ICOR = y 1 =S =APS =s*Y
AY
: AY_ s
In conclusion: Growth(Y) =——
Y ICOR

2.1.3. The Neoclassic growth theory

In Neoclassical economics, the notion of growth wkssified as Solow Growth Model,

which involved a series of equations that showedrétationship between capital, labor and
technology. Three of these are the significantdiacto develop long-term economic growth.
The hypothesis of the model assumed efficiency dodostered by using especially the

relationship between capital and labor.

» Labor efficiency in Solow’s Model
Generally, the production function is: Y =f(K,L)

In addition the new production function is: Y = f(K,L*E)

“E” presents labor efficiency, which referred to tm@wledge of labor on the production

process for example, the technology improvemeng, ithicreasing of labor efficiency.
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Additionally, labor efficiency was fostered whenalth, education or labor skills have been

improved.

2.2. Empirical Reviews

The role of Official Development Assistant (ODA) the growth process of countries has
been a topic of intense debate. Pervious empsicalies supported the notion of ODA being
an impact-factor for economic growth; it furtherdek discussion of development to many

other areas.

2.2.1. Aid and Economic Growth

At present, the studies on foreign aid and econagnowth are using panel data series,
estimating the model by OLS and etc. In order ttiebeunderstand the effect of aid on

growth, there are some empirical publications:

Xayavong (2002) has studied “A macro-econometrialyamis of Foreign Aid in Economic
Growth and Development in Least Developed CountAesase study of the Lao PDR”; the
study examined the effectiveness of aid, focusimghe potential effects of aid on economic
growth through three channels. Firstly, this puddien examined whether foreign aid has a
significant impact on tax revenue and governmer@ndmg. Secondly, it measured the
impact of stable aid inflow on economic growth \fe investment channel. Thirdly, it
examined the potential impact of unstable aid imflon economic growth. A macro-
econometric model was used in order to analyze ¢leations by applying the
Autoregressive Distributed Lag (ARDL) model. Tottdge models, the time-series data from
1978-2001 were used in this study.

Ekanayake & Chatrna (2003) have studied “The Effédtoreign Aid on Economic Growth
in Developing Counties”; their study analyzes thieats of foreign aid on the economic
growth in developing countries. They attempted éafy the hypothesis that foreign aid can
promote growth in developing countries. In ordettdst this hypothesis, they used a panel
data series on a group of 85 developing countmeering Asia, Africa, and Latin America
and the Caribbean for the period 1980-2007. Thégutzted in a model the differences of

income levels by creation of three separate moielshorter time periods, namely, 1980-
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1989, 1990-1999 and 2000-2007. In order to test thedels, they introduced variables that
have a favorable effect on growth, including thevgh rate of real GDP (GGDP), the growth
rate of population in the country (GPOP), investti@iV), foreign aid (AID), and inflation
rate (INF). The study used the Least Square Estmathe findings of this study indicated
that foreign aid in relationship to the mentionediables in the model has positive impacts

upon economic growth in developing countries.

(Nkusu & Sayek (2004) have studied “Local Finand@avelopment and the Aid-Growth
Relationship”; this study is testing the hypothesisegard to the claim that deeper financial
markets in aid recipient countries facilitate dmlMs, thereby enhancing aid effectiveness. In
order to examine the role which financial markegbdtiecan play in the aid growth, they used
multiple regressions in their model and run WeidHteast-Square Regressions (WLS). They
used a panel data set which included 86 countroes three regions around the world: Asia,
America, and Africa for the period 1970-1999. Thesults of the variables’ hypothesis
showed that all of independent variables (Term$rafle, Human capital, financial market,
Government consumption, Institutional quality, &id) have positive and significant impact
on the dependent variable (Initial GDP) with a @egof significance of 99% and 95%,
respectively. The main conclusion of this study west ODA can generate positive growth
effects especially in least developed countriesahdr developing countries. Ultimately, the
results suggest that ODA can help poor countrieadioieve its development goals and

poverty reductions.

Mercieca (2010) has studied “Aid and Economic Glowt Developing Countries”; this
study has provided an analysis of scientific litera concerning aid-effectiveness with a
focus upon Official Development Assistance, insinioal and policy frameworks and aid
harmonization. For the study, secondary data wee uncluding scientific documents,
empirical theories and studies. In order to undesthe various theories of macroeconomic
impact of aid, the author analyzed and explainedetail all documents and theories. The
study concluded that aid may not always be sucgkessfpromoting economic growth.
However, good institutional and policy frameworkdéance aid effectiveness.
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2.2.2. Macroeconomic Policy and Economic Growth

A stable macroeconomic policy environment is a agagy pre-condition for rapid economic
growth of a country in recent years. Moreover, |[#oahas positive impact upon aid flow
effectiveness. Recently, there are some studieshwiave strongly stimulated and advanced

macroeconomic policy on growth, such as:

Durbarry, Gemmell, & Greenaway (1998) who studiéteWw Evidence on the Impact of

Foreign Aid on Economic Growth”; this study asstssimpact of foreign aid on economic

growth for a large number of samples. The authoeated a model and used econometric
techniques for their purposes. Both cross-sectiata &ind panel data were used which
included 68 developing countries for the periodl®70-1993. The authors also introduced
variables that have been used in the model, whiehaadependent variable presenting GDP
growth, an independent variable presenting cagtalrces (domestic and foreign), and
control variables including trade, financial remies (M2), and macroeconomics. This study
concluded that macroeconomics has significant itnpac economic growth in terms of

theories and empirical results. According to thantext, all independent variables were
positively and significantly related. The studyteththat the higher the amount of foreign aid,
the greater the impact upon of economic growtheast developed countries and other

developing countries.

The work of Burnside & Dollar (2000) studied “AidPolicies and Growth”; this study

examines the relationship between foreign aid, eson policy, and growth per capita GDP.
Panel growth regressions for 56 developing countfeg the period of 1970-1993 were
carried out. In that context, economic policy reyargs a fiscal surplus, inflation, and trade
openness. The study found that aid has a positipact on growth in developing countries

with good fiscal, monetary, and trade policies.

Shirazi, Mannap, & Ali (2009have put their focus upon “Effectiveness of Foredga and
Human Development”; this study focuses on the aprestion of how far foreign aid has
affected the health, education and human developmedpakistan. The analysis in the study
is based on five-annual time-series (1975-2006¢yTirecede the analysis by employing the
Vector Error Correction Model (VECM). The authotsaacarry out Unit Root tests, such as
the Augmented Dickey-Fuller (ADF) and the Phillipesron (PP) before verifying the

14|



The Impact of Official Development Assistance
on Economic Growth in Lao PDR

VECM and the Granger causality. The results of #tisdy showed that foreign aid has
contributed to the development in all sectors (eaducation and human development) in

the case of Pakistan.
3. Research Methodology

3.1. Methodology
3.1.1. Research Instruments

Two types of analysis were carried for this studyalitative and quantitative research

methods.
A. Qualitative Analysis

The qualitative analysis is a categorical measuneérepressed not in terms of numbers, but
rather by means of a natural language descripliothis study, it will be used to explain the
progress of ODA’s implementations in Lao PDR by piag ODA by sectors.

B. Quantitative Analysis

The quantitative analysis is a numerical measuréraepressed not by means of a natural
language description, but rather in terms of numbler this study, it will be used to analyze
the effects of Official Development Assistance (OQDoh economic growth in Lao PDR by
applying the multiple regression and Ordinary Leagtiare regression (OLS) and conduct a
model calculation for the study following the authdNkusu and Sayékkusu & Sayek,
2004)

Thus, the empirical model writes as follows:
GR = f(ODA, GT, POP, GLF, CON)
" CON: Control Variable, which was INF.

GR =f(ODA, GT, POP, GLF, INF)

Where GR: Growth rate of GDP
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ODA: Official Development Assistant
GT: Government Revenue

POP: Population growth

GLF: Effective Labor Force

INF: Inflation Rate

Generally, the trend of output growth is basedtanrteo-classical growth model which was
modified to include the total investments in redaship to GDP and the growth rate of an
effective labor force. The total investment isided into public investments and private
investments. In the two sectors, investment functeoderived from the accelerator theory,
which “asserts that investment spending is propodi to the change in output” (Dornbusch
& Fischer, 1994). It is assumed that the investnfencttion is dominated by domestic and
foreign capital inflows. The inflow of foreign duoe investment (FDI) is also used as
explanatory variables because private investmetiiénLao PDR is dominated by the FDI

inflows.

The structure of the growth rate of effective labmce is based on the study by (Gounder &

Xayavong, 2001). The effective labor force is defiras follows:

LF,

LEt = SEt W
t

(3.1)

_ LFt - LFt—l
GLE, = I (3.2)

Where LE is the effective labor of the year t, S&the total sum of enrolments in secondary
school and the tertiary level of the year t; lHabor force, PORs total of population of the

year t, and GLHs the growth rate of the effective labor forcelod year t.

C. Specification Model
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As the main objective of the study the effects ffidial Development Assistance (ODA) on

economic growth in Lao PDR were analyz&te growth equation is:

GR = o+ p1ODA +B,GT+ BsPOP +BsGLF+ BsINF + u;
And conducted 2 Growth Model ODA on Economic Growth in Lao PDR:
» Model 1:

GR(%) =Bo+p1 INODA commitmertt +B,GT(%) + BsPOP(%) +BsGLF (%) + BsINF(%) +

(1)
> Model 2:

GR(%) =po+ B1 INODA disbursemefit+B,GT(%) +PsPOP(%) +B4GLF (%) + PsINF(%) +

Wheref, is a constant coefficient,1, B2, Bs p4, andPs are the coefficients of ODA, GT,

POP, GLF, INF respectively;.is an error term.

The details of the variables for the analysis ef ¢ffects of Official Development Assistant

(ODA) on economic growth in Lao PDR are depictethiole 3.1.

Table 2: Variables that are used in the models

Variables Empirical Construct Symbol of Variables Expected Sign
Depentdent Economic Growth GR
Variable

30DA commitment: refers to firms’ written obligatisrby a government or an official agency backedhey t
appropriation or availability of the necessary fsind order to provide resources of a specified athamder
certain financial terms and conditions and for dieaefined purposes supporting the benefit of @pient
country or a multilateral agency.

*ODA disbursement: the real value of official deymient assistance from donor countries to recigients
countries.
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Independent Official Development Assistance ODA (disbursement +
Variables & commitment)
Government Revenue GT +
Population Growth POP +
Effective Labor Force GLF +
Control Inflation rate INF +
Variables

Source: Researcher, 2014

The present study has used time series data im twdest the reliability of variables in the
model, the so called Unit Root test by AugmentedkBy-Fuller (ADF). Besides the two
models mentioned above, the first model (1) wasutaled based on the Distributed Lag
Model. In statistics and theories of econometricdistributed lag model is a model for time
series data in which a regression equation is tsqaredict current values of a dependent
variable based on both the current values of aftaegpory variable and the lagged (past
period) values of this explanatory variable. Thestibhuted Lag Model is classified by
different types of calculations for example theit@rDistributed Lag, Infinite Distributed
Lag, etc. Throughout this study, the Finite Disitdd Lag is applied by adding the Lag to the
independent variable (ODA commitment) over a pewddB years. The second model (2)
made estimations by using ordinary least squared SO An autocorrelation;

heteroskedasticity and muticollinearity were alsaducted correspondingly.
3.2. Data Sources

In order to test the implications of the modelstbiudy solely relied on secondary data. This
study has collected a time series on ODA and Ecan@rowth in Lao PDR during 1985-
2012. Apart from the World Bank database, the Migisf Planning and Investment of Lao
PDR and the Bank of Lao PDR have published the mizaed for the analysis in the present
study. The data for most of the macroeconomicsabées are derived from economic
indicators, which are published annually by the MW@&ank. Moreover, the qualitative data
come from the 5 year (2011-2015) report of tHeNSEDP; Decree of the evaluating of the
7" NSEDP and fiscal plan, No. 398/PM, 2012-2013.
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4. Results and Discussion

4.1. Official Development Assistance in Lao PDR

Official Development Assistance represents an itgodrcomponent of the social economic
development in Lao PDR, especially in the publictse In the fiscal year 2000-2001, the
ODA inflows to Lao PDR accounted for US$ 378.48limnil, of which US$ 282.03 million
consisted of grant aid and loans amounting to US$® million. An increase in the
country’s ODA inflow is considered a result of thevernment’s open policy. ODA serves
as an investment fund for the public sector inipaldr, which plays the most important role
in fueling the country’s economic growth. Since thiel-1990s, ODA has significantly flown
into Lao PDR, which has supported the governmedealing with budget deficits.

Amount: US$ Million
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Figure 2: Official Development Assistance to th@ IRDR in 1999-2012
Source: Statistic Bureau, Ministry of Planning &mgestment, 2012

The value of official development assistance tolthe PDR depicted in Figure 4.1 shows the
average annual ODA inflows to the Lao PDR, whictoanted to US$ 395.49 million, and of

which the average grant inflows accounted for U83.29 million, and the average loan
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accounted US$ 132.55 million. Moreover, the amafn®DA is increasing continually by
about 24% per year. In that context, the total O&ount has increased from US$ 386.93
million in 2004-2005 to US$ 429.89 million in 20@B06. This highlights that ODA is still

necessary for the improvement of Lao PDR’s econ@nisocial infrastructure.

In conclusion, in the recent ten years, ODA inflows to Lao PDR are risingevery yeat, of
which grants surpasdoans. The change of pattern®f ODA inflows is expected to ensure

that the objectives and targetsthe NSEDP are met
4.2. Official Development Assistance’s Shares by Gers in Lao PDR

As mentioned in a previous paragraph, Lao PDR &g been running fiscal deficits, which
were mostly financed by external sources such i@gio direct investments, ODA (4 percent
of GDP on average from the fiscal year 2000-20020@8-2009).

Amount: US$ Million
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Figure 3: Official Development Assistance to LaoRPBy sector in 2000-2008

Source: Statistic Bureau, Ministry of Planning émeestment, 2012
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As the result of official development assistancavuted to Lao PDR whose shares by sector
are shown in the figure 4.2, a large amount of Ofkt to the communication and transport
sectors. According to available statistics, on agerthe communication and transport sectors
accounted for US$ 95.30 million per year. The agerannual ODA inflows destined to
support the social-economic development sectorakasit US$ 65.41 million, the education
sector participated with US$ 48.74 million in ODAopisions, the mine and energy sectors
were given US$ 41.0 million, the agricultural amatestry were provided with US$ 40.94
million, the health sector received financial suppof US$ 28.72 million, the natural
resource development sector benefited with US$ &Blfon, and US$ 51.77 million were
channeled to other sectors.

The official development assistance to Lao PDReased by about 8 percent per annum.
Thus, the ODA has also been a significant factompfaverty alleviation, especially through
provision of infrastructure development (roads/ding, etc), education, health services, and

livelihood opportunities.
4.3. Official Development Assistances’ Donors to leaPDR

Through previous studies many questions were beamnged in regard as to why donor
countries (developed countries) provide aid topiecits (LDCs and developing countries).
Generally, donor-country governments provide ODAauese it is in their political, strategic,
or economic self-interest to do exactly that. Saleeelopment assistance may be motivated
on moral and humanitarian grounds aiming to afisespopulation of less fortunate countries
for example in cases of emergencies where fooéfralhd medical programs are needed.
Still, there is no historical evidence which sudgethat in the long-run, donor countries
provide assistance for purposes other than theceeqpen of reaping of some corresponding

benefits (political, economic, military, etc).

Fig. 4 depicts ODAs’ donors to Lao PDR from 199®Q2@p to 2011-2012. During those 12
years passed, ODA inflows to Lao PDR by bilateralrses reached the highest amounts in
Lao history with a total sum of US$ 3393.29 millidspecially, in 1999-2000, ODA inflows

>Bilateral sources from 20 countries: Australia, ddein, Brunei, Denmark, Finland, France, Germanpada
Luxemburg, New Zealand, Norway, Sweden, Thailan8AUSouth Korea, Vietnam, China, Canada, India,
Switzerland
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by this source financed US$ 179.40 million to USR.32 million in 2000-2001. At present,
on average the amount of ODA by bilateral sourae®ants for US$ 508.35 million in the
fiscal year of 2011-2012. Additionally, in 2011-Z2010DA inflows to Lao PDR by financial
institution$ accounted for US$ 170.31 million, multilateral sze€ accounted for US$ 38.38
million, non-government organization accounted 8$ 43.80 million, European Union

accounted for US$ 13.73 million, and the Mekongrigommunities accounted for US$ 2.51

million.
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Figure 4: Official Development Assistances’ Donoittio PDR in 1999-2012
Source: Statistic Bureau, Ministry of Planning &mgestment, 2012

In Lao PDR the responsibility for economic and depment corporations has been moved
to the field of foreign policy under the so call&@eace, independence, friendship and

cooperation” program aiming to source more aid frbiateral and multilateral donors,

6Financial source from 8 institutions: ADB, WB, IFARDF, JBIC, OPEC, IMF, EIB.

"Multilateral source from 14 organizations: UNDP,GAWVHO, UNDCP, UNICEF, UNFPA, UNESCO, UNV,
UNIDO, WIPO, ILO, WFP, IRRI, GEF.
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international organizations, and financial indidns. The main purpose of this policy
transformation aims to support the Lao governmeracdhieving its NSEDP objectives. In
short, the corporation with development partnersiigs expanded in every sector, of which
bilateral sources accounted for over 65.4 percEmnerefore, the assistance from financial
institutions mainly concerned sustainable growthekpanding global economic links of the
country and maximizing the benefits from an opeordaolicy. To achieve the sustainable
development goals requires the continuation ofngtreupport from the government in order
to improve financial management and governancela@gos. From this point of view, the
Lao government channels aid from the financialitagbns into sectors favored by the
country’s development plans, of which grants aredufor social development purposes
(education, health, and natural and environmeeizbss), and loans add to the infrastructure
development. Aid from multilateral sources, espécimternational organization under the
UN system, has simply expanded. In 2007-2008, théilaterals aid accounted for 9.5
percent or US$ 39.45 million in the total sum af eeceived by Lao PDR

The official development assistance inflows to [BIOR from the development partnerships
were implemented as a response to various regiandl global conflicts. The Lao

government has appreciated the strong and sustaupgabrt received from the international
community. An updated country action plan for afteeiveness should be developed to
replicate sound local practices in several aredsranrder to promote more accountability of

aid especially regarding ODA.

In summary, it can be stated that official develepirinflows to the Lao PDR have increased
in all areas and sectors of the country. The praaf ODA focuses upon the implementation
of the MDGs, the objectives of thd' NSEDP (2011-2015), the poverty reduction plan and
the country’s overarching objective of leaving #tatus of being an undeveloped country by
2020.

4.4. Impact of Official Development Assistance ond®nomic Growth in Lao PDR

Before using the regression with the Time Series data, it is necessary to check the reliability
of the variables chosen within the Unit Root tesby Augmented Dickey-Fuller (ADF)Table
4.1 shows that all of variables in the model were categorizeds the Level and 1* Difference
While, the variables of GR, ODA commitment, ODA disbursement, POP, GLF, @Xdwere
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categorizedn both Leveland 1*' Difference And only the variables of INF were categorized
as1™' Difference.This result shows that notall of variables in the model are affected byhe

Unit Root problem

Table 3: TheUnit Root Test by Augmented Dickey-Eu{lADF)

Variables Stages
GR Level & T' Difference
ODA dis Level & T' Difference
ODA com Level & F' Difference
GT 1° Difference
POP Level & f Difference
GLF Level & T" Difference
INF 1° Difference

Critical Value

Level
-5.06585**40)
-3.81362*** (0)
-4.0995*** (0)
-4.04532*** (0)
-3.06315*** (0)

1% Difference
-6.69162*** (1)
-5.22152% (0)
-6.93839% (0)
-4.01824* (0)
-3.19466%* (0)
-6.0577** (0)
_5.58688** (0)

Notes: *, **, *** Sjgnificanceat level 90%, 95% and 99% respectively.

() t-values.

4.4.1 Result of the Model 1

This part describes the result of the model 1. It was found that two independent variables are
signedstatistically significant to thedependent variables, while three independent variables

arenot signed. Besides this result, it can be seenas regression below:

OLS Regression:

GR(%) =—3.506 + 1.842 (L)In ODA commitment +0.298 GT(%)0:865 POP(%) + 22.97
GLF(%) + 0.007 INF(Z0)....... e e et e 3}

From regression (3), it can be concludethat ODA commitmenthas apositive impact and is
paramountnd significant to the growth rate with the coefficient value of 1.842. According to
this result, the increase in ODA commitment by @eecent point led approximately to a
growth rate increase df842 percentage points in the first year. This tjestates that ODA

contributed to economic growth in Lao PDR. Themeation shows as well that effectiveness
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of the labor force was positively significant tooaomic growth in Lao PDR, of which the
coefficient value is 22.978. This result means #raincrease in the effectiveness of the labor
force ratio by one percent leads to a growth raege of 22.978 percent by the significance

level of 99 percent.

However, the other variables in the model includ§, POP and INF, are not statistically
significant to the growth rate in Lao PDR. Fromstlpioint, it seems that most of variables
added to the model show not any intuitive signs.ti#i¢ point, it can be said that the
insignificant variables have no effect on econogriowth in Lao PDR. Regarding to the
estimation as shown in the Table 2, it has alsa deand that the Heteroskedasticityd

Serial correlation tests did not occur in the model

Table 4: Growth Regression using Time Series da@DA commitment on Growth Rate in
Lao PDR

Dependent Variable Growth rate (GR)
Samples / Periods 28 samples / 1985-2012
Estimation Method Distributed Lag Model
Simple Regression 4)

POP 0.365 (0.57)

GT 0.289 (1.55)

INF 0.007 (0.86)

GLF 22.978*** (2.02)
ODA commitment (Lagged)

L1 1.842*** (1.89)

L2 -1.425 (-1.40)

L3 0.924 (0.92)
Number of Observations 22

R Square 0.626
Heteroskedasticity test 0.348

Serial correlation test 0.345

Notes: *, ** *** Significanceat level 90%, 95% and 99% respectively.

() t-values.
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In conclusion, it can be briefly summarized thathwiegard to the growth estimation, the
results concerning the key explanatory variable AOf@mmitment) suggest that ODA in

form of ODA commitment has contributed to econograwth in Lao PDR.

4.4.2 Result of the Model 2

In connection with the previous finding of the inopaf ODA commitment on Growth as
shown in model 1, this study has also analyzed ObAorm of ODA disbursement on
growth in Lao PDR. Te result here indicateshat two independentariables are signecnd
statistically significant to dependent variables, while three independent variables are not

signed. Besides this result, it can be shown as equation below:

OLS Regression:

GR(%) = -11.036 + 3.022 In ODA disbursement + 1.203 POP(%)00D GT(%) + 4.569
GLF(%) = 0.009 INF(Y0).....vverveeeeeeeeeeeeeeseeeseesesseseseeseeseeseessseeeessseeeseesssaee e e 4)(

From the regression (4i, can be concludecthat ODA disbursement was positively signed
and is significant to the growth rate with the dmefnt value of 3.022. That means that an
increase of one percent in the ODA disbursemermsi¢éa an increase in the growth rate by
3.022 percent. Based on this result, ODA disburseinas an effect on the economic growth
in Lao PDR. The result shows that the populataie has @ositive sign and is statistically
significant to the growth rate with the coefficient value of 1.203. Regarding to the result, it
could be suggested that an increase in the populediio of one percentage point leads to a
permanent increase in the growth rate by approeiyat.203 percentages. Thus, it is

obvious that the population rate has contributetthéoeconomic growth in Lao PDR.

However, the variables in the model for example GLF and INF are not statistically
significant to the growth rate in Lao PDR. Fromstlpioint, it seems that most of variables
added to the model have not the intuitive signegdRding to the estimation as shown in the
Table 4.3, it was also found that the Heteroskétlgstand Serial correlation tests did not

occur in the model.
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Table 5: Growth Regression Using Time Series Da@aA disbursement on Growth rate in
Lao PDR

Dependent Variable Growth rate (GR)
Samples / Periods 28 sample / 1985-2012
Estimation Method OLS
Simple Regression (5)

ODA disbursement 3.022*** (2.88)
POP 1.203*** (2.02)
GT -0.001 (-0.01)
GLF 4.569 (0.45)
INF -0.009 (-0.87)
Number of Observations 22

R Square 0.696
Heteroskedasticity test 0.297
Serial correlation test 0.778

Notes: *, **, *** Sjgnificanceat level 90%, 95% and 99% respectively.

() t-values.

This result may leadto the interpretation that the main explanatory variable implies that ODA

in form of ODA disbursement has a positive effedhvgtatistical significance on the growth
rate in Lao PDR. Moreover, the other explanatonyaide (POP) has a positive sign, which
could be quite precisely estimated and its mageritasgtconomically important. In brief, one
comes to the conclusion that the effect of ODA e form of ODA disbursement on
economic growth has been positive, permanent, sgtatily significant and sizable,
specifically in the case of regression. oreover, the effect is shown to measure ODA in
the form of ODA disbursement.

In comparison to the results between the regregdipand (5), similar results of the effect of
ODA disbursement and ODA commitment on growth iro IRDR were found. From this
point, it seems that the estimation of the regogssif the ODA disbursement and ODA
commitment have positive effects on growth in L&RP Overall, it can be summarized that

| 27



Mekong Ingtitute
Research Working Paper Series No. 6/ 2014

the Official Development Assistance (ODA commitmenti ODA disbursement) have

contributed the growth rate in Lao PDR.

5. Conclusion and Recommendations

5.1. Summary of Findings

The study provides interesting findings. Firstlyithwregard to the two research questions,
throughout the past 20 years, Lao PDR has recenxaduable support in terms of official

development assistance from the international conityyuvhich has contributed to the early

stage of the country’s social-economic developm®etondly, its invaluable assistance has
marked development areas in need of aid, partiputhie communication and transport

sectors, the education sector, the energy and gisectors among others. Thirdly, most of
ODA inflow to Lao PDR has been provided by statdgigs and non-state parties as well as
international organizations in particular civil gty organizations, NGOs and etc. Based on
that, ODA inflow to Lao PDR has developed itselldsecame an important component for
considering further measures in order to responihéodevelopment progress in Lao PDR.
This also enhances and promotes the effective catipe between regional and international

actors.

In addition, with reference to the main researcledives, this study has focused on the
impact of official development assistance on ecaoaowth in Lao PDR by using the OLS
regression. From the regression results, the faigwonclusion can be draw: ODA in both
forms of ODA commitment and ODA disbursement havpoaitive relation to economic
growth in Lao PDR. This can be interpreted thatiamount of ODA inflows to Lao PDR has
promoted the country’s growth rate. The large am@fit©DA provided by donors has made
huge contributions to the economic performancdefdountry and guarantee growth. In case
of Lao PDR, a good policy environment and good m@conomic management are the main

reasons for ODA having an effect on growth.

5.2. Recommendations

The results of this research are useful for understanding the huge contributions of ODA to

economic growth in Lao PDRNonetheless, pbre studies are needed on this research
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topic.Future studies should aim atcollecting more data, use different calculations methods

and add more andnew variables to the models.
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Appendix 1

Official Development Assistance to the Lao PDR in 1999-2012

Amount: US$ million

Year Grants Loans Total ODA
1999-2000 227.85 103.60 331.45
2000-2001 282.03 96.45 378.48
2001-2002 236.27 142.04 378.31
2002-2003 232.92 172.68 405.60
2003-2004 219.50 163.82 383.32
2004-2005 257.46 129.47 386.93
2005-2006 225.27 204.62 429.89
2006-2007 243.5 189.26 432.76
2007-2008 301.79 111.65 413.44
2008-2009 280.24 105.77 386.01
2009-2010 310.34 103.45 413.8
2010-2011 294.36 98.12 392.5
2011-2012 306.72 102.2 408.9

Source: Statistic Bureau, Ministry of Planning ameestment, 2012
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Appendix 2

Official Development Assistance to Lao PDR by secto2000-2008

The Impact of Official Development Assistance

on Economic Growth in Lao PDR

Amount: US$ million

Year Agri & Commu & Energy & Social-economic Natural Education Health Others
Forestry Transport Mine Development Resource

2000 30.3 94.4 22.0 54.6 12.8 33.2 254 9.3
2001 27.9 76.8 63.4 137.0 7.0 38.1 23.1 6.2
2002 24.4 1104 67.4 106.8 6.6 35.8 21.3 29.2
2003 29.1 88.3 24.9 43.7 6.3 48.7 30.7 112.0
2004 29.3 71.6 22.0 37.3 4.4 52.8 33.7 120.2
2005 29.9 96.9 75.3 53.2 8.2 51.3 36.6 117.0
2006 64.5 117.4 23.1 33.9 9.0 56.3 15.9 112.6
2007 78.6 89.2 26.3 83.3 11.0 49.6 20.1 55.4
2008 54.5 112.7 44.6 38.9 10.0 72.9 51.7 174.0

Source: Statistic Bureau, Ministry of Planning ameestment, 2012
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Appendix 3

Official Development Assistances’ Donor to Lao PDR.999-2012

Amount: US$ million

Year Financial Institution = Multilateral aid EU Bilateral aid MRC NGOs
1999-2000 112.39 29.06 8.75 179.4 2.25 0
2000-2001 101.46 37.08 15.87 222.52 1.55 0
2001-2002 130.38 34.25 14.28 197.029 2.37 0
2002-2003 153.25 32.04 3.95 212.97 3.39 0
2003-2004 162.9 29.13 5.79 181.25 4.25 0
2004-2005 117.53 37.15 6.08 205.39 3.81 16.24
2005-2006 150.44 28.34 11.61 219.84 3.34 16.24
2006-2007 135.65 28.91 11.35 234.59 5.79 16.47
2007-2008 117.25 39.45 9.83 213.38 15.65 17.88
2008-2009 137.08 40.68 4.98 173.93 16.82 12.52
2009-2010 150.23 35.41 5.34 345.98 5.34 24.97
2010-2011 160.02 37.35 9.85 498.67 2.14 32.87
2011-2012 170.31 38.38 13.73 508.35 2.51 43.80

Source: Statistic Bureau, Ministry of Planning ameestment, 2012
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Appendix 4

Growth Regression using Time series data of ODAmdment on Growth rate in STATA
(version 11)

. reg gdpgrowth 1nodacom pop govrevgdp inflation g1f L(1/3). Tnodacom

Source SS df MS Number of obs = 22

F( 8, 13) = 2.73

Mode]l 21.5867167 8 2.69833958 Prob > F = 0.0524

Residual 12.8604466 13 .98926512 R-squared = 0.6267

Adj R-squared = 0.3969

Total 34.4471632 21 1.64034111 Root MSE = .99462

gdpgrowth Coef. std. Err. t P>t [95% Conf. Interval]

Tnodacom | -.3689406 1.245262 -0.30 0.772  -3.059166  2.321284

pop .3655838  .6382414 0.57 0.577  -1.013253  1.744421

govrevgdp .2895852 .187009 1.55 0.145 -.1144231 .6935936

inflation .0075079  .0124454 0.60 0.557  -.0193787 .0343946

glf 22.97808 11.37472 2.02 0.064  -1.595517  47.55167
Tnodacom

L1. 1.842339  .9746858 1.89 0.081  -.2633415 3.94802

L2. -1.42515 1.019497 -1.40 0.186  -3.627638 7773387

L3. .9249595  1.00855 0.92 0.376  -1.253881  3.103799

_cons | -3.506361 7.221187 -0.49 0.635 -19.10679  12.09406
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Appendix 5

Growth Regression using Time series data of ODAuw®sement on Growth rate in STATA
(version 11)

. reg gdpgrowth Tnodadis pop govrevgdp inflation gl1f

source SS df MS Number of obs = 22

F( 5, 16) = 5.20

Model | 21.3208387 5 4.26416774 Prob > F = 0.0051
Residual | 13.1263245 16 .820395283 R-squared = 0.6189
Adj R-squared = 0.4999

Total | 34.4471632 21 1.64034111 Root MSE = .90576
gdpgrowth Coef. Std. Err. t Pt [95% Conf. Interval]

Tnodadis 3.022114  1.047532  2.88 0.011 .8014447  5.242784
pop | 1.203289 .5963974  2.02 0.061  -.0610169  2.467595
govrevgdp | -.0010874 .1761837  -0.01 0.995  -.3745801  .3724052
inflation | -.0095428 .0110116  -0.87 0.399  -.0328863  .0138007
glf | 4.569486 10.24631  0.45 0.662 -17.15172  26.2907

_cons | -11.09997 4.846505 -2.29 0.036  -21.3741 -.825839%
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About MINZAS

MINZAS program is a partnership program of Mekongtitute and New Zealand Embassy
in Bangkok. The objective of this program is to @amte research capacity of young GMS
researchers by providing a structured learningfded research application program for 36
master’s degree students from provincial univessitn Cambodia, Lao PDR, Myanmar and
Thailand.

Through a comprehensive supports — trainings, ralohel meeting, constructive advices
from MI advisors including financial supports — whiare to be and have been provided to
scholarship grantees, students’ research skills @mtuction of research deem to be
developed. The completed research works will bdighidd in ‘MI Working Paper Series’
and disseminated to related agents among the GMS.

The MINZAS Program is designed for 3 cycles; eaghieclasts for one year with 4 phases:

Phase One: Training on Research Methodology

Phase Two: Implementation of Sub-regional Researé&tespective Countries

Phase Three:Research Roundtable Meeting

Phase Four: Publication and Dissemination of StteleNorks in ‘MI Working
Paper Series’

YV V V V

The research cycle involves:

e One month training course on GMS Cooperation an&M$ Integration, research
development and methodology. The students wiltipece their research designs and
action plans as training outputs;

e Technical assistance and advisory support to MINZ#cholars by experienced
mentors and academicians in the course of thendspeocess;

e The scholars will present their research papes liaund table meeting attended by
subject experts and their peers;

e Scholars will revise their research papers andavgpas necessary, based on experts
and peer review during the roundtable meeting;

e Publication of reports as MI working paper series.
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The Mekong Institute (MI) is an intergovernmental ViSion

organization with a residential learning facility located on the

campus of Khon Kaen University in the northeastern Thailand.

It serves the countries of the Greater Mekong Subregion Capable and committed
(GMS), namely, Cambodia, Lao P.D.R., Myanmar, Thailand, human resources working
Vietnam, Yunnan Province and Guangxi Zhuang Autonomous together for a more

Region of PR. China.

integrated, prosperous,
and harmonious GMS.

MI is the only GMS-based development learning institute,
chartered by the six GMS Governments, offering standard and

on-demand capacity development programs focusing on MiSSion

regional cooperation and integration issues.

MI’s learning programs services caters to the capacity building
needs of current and future GMS leaders and policy makers on
issues around rural development, trade and investment

Capacity development for
regional cooperation and
integration.

facilitation, human migration, with good governance and

regional cooperation as cross cutting themes.

MI Program Thematic Areas

RURAL DEVELOPMENT
FOR SUSTAINABLE
LIVELIHOODS

TRADE AND
INVESTMENT
FACILITATION

HUMAN MIGRATION
MANAGEMENT
AND CARE

. Policy
Researc onsultatio

Y 4 X

Cross — Cutting Themes:
- Regional Cooperation and Integration
- Good Governance
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Rural Development for Sustainable Livelihoods
= Agriculture value chains

= Natural resource management

=  Food security and sufficiency

=  Productivity and post harvest support

. Trade and Investment Facilitation

= SME clusters, business to business and export
networking

=  Trade and investment promotion in Economic
Corridors

= Cross-Border Transport Facilitation Agreement
(CBTA) and Logistics

=  Public-Private Partnerships

Human Migration Management and Care

= Safe migration

= Labor migration management

= Harmonization of migration policies and
procedures

= Mutual recognition arrangement for education,
training and skills standard



NEW ZEALAND
FOREIGN AFFAIRS & TRADE

Aid Programme

This publication of Working Paper Series is part of the Mekong Institute - New Zealand
Ambassador’s Scholarship (MINZAS) program. A collaboration project between New Zealand
Embassy in Bangkok and Mekong Institute aims to bring forth the research development

within the Greater Mekong Subregion (GMS) through educational provision that will be given

to 36 master’s degree students from Cambodia, Lao PDR, Myanmar and Thailand (2012 - 2014).
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