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Skill Sensitivity and Offshoring in a North-South Model
Yan Ma

We consider offshoring between developed countries (the North) and developing countries (the South) by
introducing different skill levels into Ngienthi, Ma, and Dei (2011). We demonstrate that when the skill level
of skill-sensitive task in the South relative to that in the North is high enough, no offshoring occurs in a
submodular sector, if the relative skill sensitivity shared by two countries is smaller than 1. However
offshoring is possible in a supermodular sector if the relative skill sensitivity shared by two countries is
greater than 1. Furthermore, when two countries have different relative skill sensitivity, offshoring is possible
in a submodular sector. However, no offshoring occurs in a supermodular sector if the difference between relative
skill sensitivity in two countries is small and the relative skill level in skill-insensitive task in the South

is sufficiently low.

Key Words Offshoring, Relative skill sensitivity, Submodularity, Supermodularity
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Does Microfinance Improve Household Welfare in Laos?

—Evidence from Village Savings Groups in a Central Province—

Alay Phonvisay

Souksavanh Vixathep

The Government of Laos has promoted microfinance as a tool for rural development and poverty reduction, and
has launched a number of so—called Village Savings Groups (VSGs). Yet, there is a need for assessing the
performance of microfinance programs, with respect to their contribution to welfare improvement for the rural
poor. Applying primary data from a household survey conducted in three villages in central Laos in 2013-2014,
the present study examines the extent the VSGs contribute to increasing household income and expenditure of
the borrowers. The study finds that (i) households that join VSGs are able to increase their income and expenditure,
and thereby improving their welfare; (ii) farmland is very important in enabling farmers to get more access
tomicrocredit ; (iii) appropriate use of credit is essential to achieve the target of improving household welfare
and poverty reduction. In this respect, human capital and market development are equally important for the

borrowers to fully utilize their microcredit and benefit from the VSG programs.

Keywords Microfinance, Village Savings Groups, Household welfare, Laos
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