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Summary of Dissertation

Lao society and education are embedded i a heritage of colonialism, socialist
revolution and movement towards a market-economy and privatization. During the last two
decades, Lao PDR has made advances in economic and educational growth, and poverty
reduction. Nevertheless, Lao PDR is still classified as a “least developed country”. The GNI
per capita was only 390% in 2004, and poverty incidence was 33.5% in 2002/03. Lao PDR
ranked 1337 among 177 nations in terms of human development index in 2006. The
development of education sector 1s one of the most priority strategies in national development
plan (NGPES, 2003). At the present, universal primary education has not yet been achieved.
The education sector remamns inadequately planned, under-financed, and
under-professionalized. The quality of instruction tends to be poor, and nearly half of those
who enter do not complete the primary cycle.

The importance role of human capital on economic development poverty reduction,
through monetary/non-monetary benefits and macro/micro level, is widely recognized.
Returns to investment in education based on human capital theory have been estimated since

the late 1950s. Unfortunately, evidence from Lao PDR has not yet been studied. Not only the
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academic literature on returns to schoohing has mncreased both in quantity and quality,
but the pohicy implications also have changed, too. No longer are returns to education
seen as prescriptive, but rather as mdicators, suggesting areas of concentration to guide
macro policy decisions about the organization and financing of education reforms.
Innovative use of rate of return studies is being used to both set overall policy guidelines
and to evaluate specific programs. Therefore, there is an urgent need to study the
returns to education for Lao PDR.

This paper 1s the first comprehensive study in the role of human capital on
economic development and poverty reduction for Lao PDR. The study consisted of four
empirical researches on the concepts of returns to investment in education and human
capital accumulation by employing two sets of unusually rich national household survey
(micro data) named LECS 2 in 1997/98 and LECS 3 in 2002/03. The empurical research
works showed that the rates of return to education, for the representative of all sectors
(wage earners, entrepreneurs, and farmers) and geographical regions, are relatively
high.

First, for wage earners in Lao PDR, the research found that the rates of return
to schooling are low by international standards, but relatively the same with other
transition economies, The rates of return rise significantly during the transition. The
high rate of return observed for younger generations is one bright sign that the return
would increase more as the market reforms take full effect. We also found a private
sector earnings advantage, particularly workers with tertiary education level. The
private-public sector wage differential suggests that it is difficult for the public sector to
retain and attract skilled employees, and the widening wage gaps might promote
mefficiency and moonlighting. Although painful, the best way to satisfy the need for
higher public sector efficiency and ease the fiscal strain, may be to reduce public sector

employment and pay higher wages to educated workers.
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Second, for micro and small entrepreneurs (MSEs) in Lao PDR, the research
found the rates of returns to schooling were high at 6-7%. For all groups, primary was
the most beneficial, whereas post-secondary education was found to be over-education.
The findings suggested that basic literacy and numeracy are more important to theiwr
day to day operations. The advantages to conventional formal education had outweighed
the returns to additional work experience. So far, skills development is insufficiently
linked to market demand and there is lack of integration of technical and business
traiming. There are also ongoing problems with the basic quality and capacity building of
teachers and tramers. Thus, local and international organizations should improve the
delivery of business skills training programs suitable for MSEs.

Third, for farmers which cover over 80% of the total labor force in Lao PDR, The
study found that is farmer households in Lao PDR remain predominantly subsistent,
labor intensive, short of irrigated land, lack of productive assets and chemical inputs.
Present education levels of farmers are very low. In 2002/03, a half of household heads
and three quarter of household spouses had less than primary education level. The very
poor performance m human capital is that roughly 20% of the household heads and 44%
of theirr wives were illiterate. The estimated results showed that farmers’ education is
quantitatively important in determning the farm productivity. The estimated rates of
returns are relatively high by international levels and increase significantly over the
study period, ranging from 4-5% to 6-7%.

Fourth, the study has analyzed the determinants of children’s schooling
attainment for rural farmers. Despite a high net enrollment rate for boys and girls, the
fact is that only one-half of children starting at grade one reached grade five of primary
school level. One of the most pressing immediate concerns of the education sector must
be to increase timely enroliment of children and the completion rate at the primary

school level. The analyzed outcomes showed that the role of parent educational levels 1s
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highly sigmficant and quantitatively important on both the initial decision to send a
child to school and the child’s achievement m school. Generally, maternal education has
a larger mmpact, particularly for completed of primary education. Moreover, girls
continue to receive less education than boys. This study has shown that the costs of
uniform and textbooks/other educational materials are a heavy burden for rural farmers.

Overall, the study suggests that there is a high demand for education,
particularly for primary level. Primary education, the most profitable sub-sector judging
from the estimated rates of return results, especially outside of the capital, is much less
subsidized than higher levels. In fact, the high subsidy levels for higher education
contribute to the low rates of return for these sub-sectors. Currently, the supply of
education in Lao PDR is significantly nsufficient both quantitative and quality. The
principal policy implications for policy makers are to allocate a higher government
expenditure on education, especially to increase the supply of primary teachers. “Adult
Lateracy Campaigns” in rural areas may help to generate these improvements in
well-being 1n the near future, and equally 1mportant is raising schoolin‘g levels among
the current population of school-age children. Poheies should be directed at reducing the
delay enrollment and dropout rates of children by finding ways to relax the monetary
constraint faced by households, particularly for the northern and the southern regions.
Incentives such as free uniforms, free textbooks/other education materials, health

support, and/or monetary payments to poor households may have roles to play here.
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