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ABSTRACT

This study analyzed the economic factors influencing infrastructure
development in Lao PDR using time series data from 2000 to 2023. The data
were obtained from the annual reports of the Bank of Lao PDR and analyzed
using the Vector Error Correction Model (VECM). The results indicate that the
public expenditure model and the foreign direct investment (FDI) model exhibit
no cointegration effects. In contrast, the infrastructure development model, the
official development assistance (ODA) model, and the trade volume model do
show cointegration effects; however, only the infrastructure development model
meets the criteria for a valid adjustment term coefficient. This model, which is
central to the study, reveals that FDI has a small but positive short-term effect
on infrastructure development—particularly on road network expansion.
Nonetheless, during times of crisis, the model indicates that variables can adjust
to long-term equilibrium by only 3.11%. Furthermore, the coefficient of
infrastructure development in the cointegration equation is positive. In the long
term, public expenditure positively influences infrastructure development, while
FDI has a negative effect. These findings suggest that public expenditure and
FDI have asymmetric long-term impacts on infrastructure development,

operating in opposite directions.
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nIER7] 1: nwiingsunolulii2eI2uudouSE Augmented Dickey-Fuller test

F4 L
H,: 240019

4 &
Hy: 2411

Before difference

Interpolated Dickey-Fuller

Test Statistic 1%

Critical Value

Critical Value

5% 10% MacKinnon

Critical Value (Sig. Level)

LnlF, -1.493 -3.750 -3.000 -2.630 0.5367
LnODA, -1.774 -3.750 -3.000 -2.630 0.3932
LnG, -1.573 -3.750 -3.000 -2.630 0.4971
LnFDI, -1.032 -3.750 -3.000 -2.630 0.7414
LnTR, -0.684 -3.750 -3.000 -2.630 0.8509
After 1% differences
D.LnlF, -3.806 -3.750 -3.000 -2.630 0.0028***
D.LnODA, -6.241 -3.750 -3.000 -2.630 0.0000%**
D.LnG, -4.768 -3.750 -3.000 -2.630 0.0001%*#*
LnFDI, -4.663 -3.750 -3.000 -2.630 0.0001 %
LnTR, -4.413 -3.750 -3.000 -2.630 0.0003%**

DU FFE FE ¥ Qefund1ugiaunigetd 0.01, 0.05 «az 0.1 MwuIIhy

wgInu: Innudiaiziostdsansy STATA

0190279 2: NIUNNFUNDUS U QeI

rank LL Eigenvalue

Trace statistic Critical Value 5%
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0 65.096439 113.4980 68.52
1 85.19536 0.83913 73.3002 47.21
2 102.52651 0.79311 38.6379 29.68
3 113.70725 0.63812 16.2764 15.41
4 120.42989 0.45727 2.8311% 3.76
5 121.84546 0.12075
gulecon: * mmﬁsmzﬁuﬁu (selected rank)
01018219 3: NacSensou lag Htouwedu
Lag-order selection criteria
lag FPE AIC HQIC SBIC
0 1.7¢-06 0.91911 977523 1.16707
1 7.4¢-09 -4.59988 -4.2494 -3.11209
2 2.6e-09* -6.07686* -5.43432% -3.34925%*
WN: * QdunoUaig fouwdu (Optimal lag)
w9t AannauSerdostusansy STATA
MR 4: BunwSeetuuaRe) VECM
fodsuSnsege (1) ) (3) 4) %)
ALnIF, ALnODA, ALnG, ALnFDI, ALnTR,
taerEu (Short- Cons -0.003 0.040 0.095%%* -0.163 0.092%*
run) (-0.34) (0.17) (1.90) (0.78) (2.25)
ALnlF,_, 0.166 -6.064 -0.019 3.758 -1.328%*
(1.07) (-1.64) (-0.02) (1.16) (-2.12)
ALnODA.—,  -0.014 -0.652%* -0.054 0.158 -0.116%*
(-1.24) (-2.40) (-0.96) (0.67) (-2.54)
ALnG,—, 0.057 -0.169 -0.215 1.045 0.050
(0.96) (-0.12) (-0.73) (0.85) (0.21)
ALnFDI,_, 0.039%* 0.403 0.086 -0.092 0.196%**
(2.33) (1.28) (1.32) (-0.34) (3.68)
ALnTR._, 0.044 1.219 0.220 0.388 0.184
(0.87) (0.99) (0.86) (0.36) (0.89)
taezeno (Long- ECTe_y S0.311%%%  .3.829% -0.416 -1.822 -1.142%%x
run) (-3.51) (-1.81) (-0.94) (0.99) (-3.19)
Observations 22
R-Squared 0.7833 0.4200 0.5891 0.4361 0.7946
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AIC -4.1995

HQIC -3.7439
SBIC -2.2654
Log-likelihood 85.1953
Det (Sigma_ml) 2.98e-10

DU FHFE FE ¥ Qefundrugiauniggetd 0.01, 0.05 «az 0.1 nwusty

£10e) 139U “( )" &g z-standard error
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