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Education of girls vital to moving up the trade value

chain

MEGAN WAY, KENT JONES, AND LIDIJA POLUTNIK*

Summary

Although the awarding of the Nobel Peace Prize for 2014 to Malala Yousafzai demonstrates
recognition of girl’s education as a political issue, the education of girls also has economic

repercussions that specifically affect trade. These repercussions include:

o Girls’ education leads to growth in developing countries;

e Girls’ education results in more skilled labour and higher productivity;

e To move up the global value chain, countries need a deep pool of skilled, productive
labour;

e For countries in the Asia-Pacific region that are seeking to allocate their public funding
efficiently, girls’ education has a particularly high payoff because of high marginal
returns and because of spillover effects to family members;

¢ Trade benefits girls — when opportunities to work in trade-related industries exist, girls
stay in school. Thus, a virtuous cycle exists between the education of girls and

economic development.

*The authors are professors in the Economics Division at Babson College, in Wellesley,
Massachusetts, United States. The authors are grateful to the ARTNeT Secretariat for technical
support. The views are of the authors alone, as are any errors and/or omissions. Any enquiries
should be sent to: polutnik@babson.edu.
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Introduction

In 2014, the Nobel Committee finally awarded the Nobel Prize to Malala Yousafzai, together
with Kailash Satyarthi for his work on ending child labour. Malala was nominated in 2013 but
was passed over in that year; many commentators suggested that the Peace Prize should not
be based merely on surviving an assassination attempt, acting as a role model for girls or for
being a media celebrity.

Yet Malala has proved that she represents the larger and broader issue of education for
young girls and women around the world, and the benefits that implies for global
development. These benefits include increasing the contribution of trade to a country’s
economic growth. There is unusually strong agreement among economists that educating
girls creates direct economic benefits as they become more productive both in the
workplace and at home, and increase their labour force participation. Indirect benefits also
lead to economic growth — decreased fertility, decreased maternal mortality, decreased
infant and child mortality, and improved education levels of boys and girls of the next
generation. These improvements are precisely those that also serve to improve countries’
trade opportunities.

1. Improving girls’ education leads to growth in developing countries

Estimates of the impact on gross domestic product (GDP) from increasing educational parity
between boys and girls vary, but overall the literature suggests that eliminating the gender
gap in education will increase GDP growth by at least 0.3 per cent per year: a significant
increase for a developing country (Global Campaign for Education, 2005). Another way to
look at it, is if girls in developing countries completed one more level of education than they
complete today, their lifetime earnings would be equivalent to a 50 per cent to 60 per cent
one-time boost in developing countries’ annual GDP (Chaaban and Cunningham, 2011).

The Asia-Pacific region, in fact, shows different trends in girls’ educational parity (see figure).
East Asia-Pacific economies such as China, Hong Kong, China, Singapore and Thailand have
led the region in closing gender gaps in education. In fact, empirical research has shown that
more than half of the difference in growth rates between South Asian and East Asian
economies between 1960 and 1992 (about a 2.5 per cent difference per year) could be
directly accounted for by gender inequality in education (Klasen, 2002). In particular, Schultz
(2002) pointed to the growth differences between East and South-East Asia, where policy
initiatives have increased the schooling of women faster than men, and South and West Asia.

Another way to look at the value of girls’ education is to compare estimates of the private
and social returns to completing a given level of schooling, with the social returns that
include all of the spillover benefits to society when one person’s increased human capital
positively has an impact on the productivity of others in his or her environment.
Psacharapoulos and Patrinos (2004) compiled the results of methodologically sound studies
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for 42 countries. These results showed that, overall, the private and social returns from
completion of primary education are 20 per cent and 16.2 per cent, respectively, while for
secondary education they are 15.8 per cent and 11.1 per cent, respectively. For the low
income countries in Asia the returns from primary education are closer to 25.8 per cent and
21.3 per cent, while secondary education shows private and social returns of 19.9 per cent
and 15.7 per cent, respectively.

Figure: Gender parity index — education
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Source: Compiled by authors from UNESCO Institute for Statistics data, representing the population aged 25 years-plus
that has completed the given level of education. Data reported between 2008 and 2012, except for Bangladesh, which

was reported in 2001.

2. Girls’ education results in more skilled labour and higher productivity

Keeping girls in school results in a higher level of labour force participation as well as the
development of a more highly-skilled workforce, both in the current and future generations
(Lincove, 2008). This productivity improvement is crucial, as export industries in developing
countries lose their “advantage” in the form of low labour costs. The productivity
improvements that come with girls’ education mean that in the workforce they can work
more efficiently and use more complex technology, machines and processes. The spillover
effects of girls’ education on their families as well as their children’s education and human
capital, speed up the development of a more skilled labour force (Klasen 2002; and Knowles
and others, 2002). As wage levels increase, these skills become vitally important to export-
based industries.
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3. Higher productivity levels lead to more trade and to moving up the value chain in trade

Asia-Pacific economies vary greatly in the parts they play in the global value chain. Those
that reach higher on that value chain, such as China, the Republic of Korea and Taiwan
Province of China, have near parity in primary and secondary education for girls. While
correlation does not represent causality, it is true that an extensive pool of skilled labour is
vital to achieving higher-level production and services export activities. Educational
investments in boys and girls represent one way to move up the global value chain, and have
even been cited as a way to overcome other policy challenges to a country’s ability to add
value in a globalized production process. (World Economic Forum, 2012)

Labour productivity has been shown to act as a determinant of firms’ participation in export
activities, both in cross-country studies (Melitz 2003, Wagner 2007) and at the micro-level in
single country studies (Deshmukh and Pyne, 2013, India; and Tuafio and others, 2014, in the
Philippines). For small and medium-sized enterprises (SMEs) in particular, labour productivity
is a determinant of export market participation. (For a summary of SME studies showing
productivity correlations, see Duval and Utoktham, 2014.)

Impediments to the expansion of trade-related industry include a lack of skilled labour. For
example, a recent survey of the growing manufacturing sector in Myanmar showed that
almost 60 per cent of respondents cited the lack of skilled labour as a serious problem. (Abe,
2014)

4. Girls’ education has a particularly high payoff for Asia-Pacific countries looking to
allocate their public funds efficiently

Given the primary completion gap between girls and boys, investment in girls appears to be
an effective policy for improving labour productivity. In particular, in countries where
education for girls has lagged, the marginal returns for investment in female education will
exceed those for male education (Schultz, 2002). Increased labour force participation by a
higher-skilled female population is precisely what many industries in Asia-Pacific economies
need in order to move up the global value chain.

When export-focused industries develop and more educated workers are in demand,
females can become an untapped labour force. Males may already have opportunities in the
non-skilled or agricultural labour force, resulting in a higher opportunity cost of staying in
school. For the same reasons, they may also experience a higher likelihood of dropping out
or not continuing education that would help them to pursue skilled employment because
they are asked to enter their traditional trades.

Girls are less likely to have a traditional economic role outside the house, so are more likely
to make up part of a workforce in a trade-related industry. The spillover effects of their
education to family members, particularly children, also increase the marginal returns of
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girls’ education funding.

5. Current status of girls’ educational parity in the Asia-Pacific region

When Malala began to speak out for girls’ education, she probably did not know that
UNESCO and the World Bank were targeting education for girls as a strategic approach to
reducing poverty and extremism. One of the United Nation’s eight Millennium Development
Goals is the eradication of gender disparities in primary and secondary education by 2005
and in all education by 2015.

As of 2012, only two-thirds of countries showed gender parity in primary education,
dropping to one-third in secondary education. Of great concern is the fact that those
countries falling short of this goal are also those countries where the growth in school-age
population is the highest. Afghanistan, for example, will see a more than 30 per cent increase

in its “potential” students between 2010 and 2020 due to its high fertility rate. However, its
education system also shows low gender equality, with only 67 girls enrolled in primary

school and 49 girls enrolled in secondary education for every 100 boys (UNESCO, 2012).

In the Asian and Pacific region, China, Hong Kong, China, Malaysia, the Republic of Korea and
Singapore are close to achieving gender parity in primary education (see figure), while
Cambodia and Pakistan are the furthest from that goal (data were not available for India, the
Lao People’s Democratic Republic and Myanmar). The results are similar for secondary
education, except that China falls behind the other primary education leaders. In tertiary
education, the Philippines and Thailand have a higher female than male completion rate; the
reason could be a higher opportunity cost of education for males, given their higher wages
with a secondary school diploma compared to female market wages.

Progress in achieving gender parity in education has run into obstacles in some parts of the
developing world, such as Pakistan where extremist groups threaten violence against girls
who attend school as well as their teachers. Even the more moderate groups consider
Malala’s views to be a threat to their traditional way of life.

Because the suppression of women’s education is also a suppression of many developing
countries’ economic transformation, a concerted policy effort is required.

6. Trade benefits girls, as opportunities to work in trade-related industries exist encourage
them stay in school

While the education of girls increases the pool of skilled labour required to move trade
opportunities from low-value to high-value activities, the presence of trade-related
industries creates incentives for education that keep girls in school, potentially achieving a
virtuous cycle. For example, India’s entry into the world economy increased the returns to
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English education. Low-caste boys with traditional caste-based employment did not benefit
as much as low-caste girls, who were not needed in the traditional labour market. These low-
caste girls were motivated to enter English-language schools that channelled them into
white-collar jobs, leading to their rising education levels and higher labour force participation
(Munshi and Rosenzweig, 2006).

Using a natural experiment setup, Jensen (2012) showed that in India an increase in job
opportunities in the business process outsourcing field led to higher schooling and labour
force participation for older girls, increased body mass index and schooling for younger girls,
and lower marriage and birth rates when compared with girls in villages that were not
targeted in business process outsourcing recruitment efforts.

7. Conclusion

The benefits that are derived from investing in girls” education spread across many economic
constituencies in a country, including the export-oriented product and service sectors. The
recent recognition of the efforts of Malala Yousafzai to advocate for girls shines a light on the
lagging gender parity in education in Pakistan and other Asia-Pacific countries. A concerted
effort on the part of policy-makers is an absolute necessity if these countries are to move
higher up the global value chain in trade as well as improve the lives of their female citizens
and future generations.



References

Abe, M. (2014), “Growing through manufacturing: Myanmar’s industrial
transformation”, ARTNeT Working Paper Series No. 145. Economic and Social
Commission for Asia and the Pacific, Bangkok. Available at www.artnetontrade.org.

Chaaban, J., & Cunningham, W. (2011), “Measuring the economic gain of investing in
girls: the girl effect dividend”

Deshmukh, J. and P. K. Pyne (2013), “Labour productivity and export performance:
Firm-level evidence from Indian manufacturing industries since 1991”, ARTNeT
Working Paper Series No. 126. Economic and Social Commission for Asia and the
Pacific, Bangkok. Available at www.artnetontrade.org.

Duval, Y. and C. Utoktham (2014), “Enabling participation of SMEs in international
trade and production networks: Trade facilitation, trade finance and communication
technology”, ARTNeT Working Paper Series No. 146. Economic and Social
Commission for Asia and the Pacific, Bangkok. Available at www.artnetontrade.org.

Global Campaign for Education (2005), “Girls Can't Wait: Why Girls' Education Matters and
How to Make It Happen Now: Briefing Paper for the UN Beijing +10 Review and Appraisal”,
In “Reproductive Health Matters” Vol. 13, No. 25, Implementing ICPD: What’s Happening in
Countries: Maternal Health and Family Planning (May, 2005), pp. 19-22

Jensen, R. (2012), “Do labour market opportunities affect young women's work and
Family decisions? Experimental evidence from India”, Quarterly Journal of
Economics, vol. 127, No. 2; pp. 753-792

Klasen, S. (2002), “Low schooling for girls, slower growth for all? Cross-country evidence on
the effect of gender inequality in education on economic development”, The World Bank
Economic Review, 16(3), 345-373.

Knowles, S., Lorgelly P. K., and Owen, P. D. (2002), “Are Educational Gender Gaps a Brake on
Economic Development? Some cross-country empirical evidence”, Oxford Economic Papers,
vol 54, pp.118-149

Lincove, J. A. (2008), “Growth, girls' education and female labour: A longitudinal
analysis”, The Journal of Developing Areas, vol. 41, No. 2; pp. 45-68

Melitz, M. (2003), “The impact of trade on intra-industry reallocations and aggregate
industry productivity”, Econometrica, vol. 71, pp.1695-1725.

Munshi, K. and M. Rosenzweig (2006), “Traditional institutions meet the modern
world: Caste, gender, and schooling choice in a globalizing economy”, The American


http://www.artnetontrade.org/
http://www.artnetontrade.org/
http://www.artnetontrade.org/

ARTNeT Policy Brief No. 43

Economic Review, vol. 96, No. 4; pp. 1225-1252

Patrinos, H. A., & Psacharopoulos, G. (2004), “Returns to investment in education: a further
update”, World Bank Policy Research Working Paper Series, Vol.

Shultz, P. T. (2002). “Why governments should invest more to educate girls”, World
Development, vol. 30, No. 2; pp. 207-225. Available at
http://dx.doi.org/10.1016/50305750X(01)00107-3

Tuafio, P., G. Manzano and I. Villamil (2014). “Determinants of export intensity and
propensity among small and medium-sized enterprises: The case of the Philippines”,
ARTNeT Working Paper Series, No. 137. Economic and Social Commission for Asia
and the Pacific, Bangkok. Available at www.artnetontrade.org.

Fisk, Edward B. (2012), “World Atlas of Gender Equality in Education”, UNESCO Institute for
Statistics, Paris. Available at http://www.uis.unesco.org/Education/Documents/unesco-
world-atlas-gender-education-2012.pdf

Wagner, J. (2002), “The Causal Effect of Exports on Firm Size and Labor Productivity: First
Evidence from a Matching Approach”, Economics Letters, 77, 2, 287-92.

World Economic Forum (2012). “The shifting geography of global value chains:
Implications for developing countries and trade policy”, Global Agenda Council on the
Global Trade System. Geneva.


http://www.artnetontrade.org/

The Asia-Pacific Research and Training Network on Trade - ARTNeT
— is an open network of research and academic institutions and
think-tanks in the Asia-Pacific region, supported by core partners
IDRC, ESCAP, UNCTAD, UNDP and WTO. ARTNeT aims to

increase the amount of high quality, topical and applied research in

" . the region by harnessing existent research capacity and developing

" ' new capacities. ARTNeT also focuses on communicating these
research outputs to and for policymaking in the region including
ARTN T through ARTNeT Policy Briefs which provide updates on major
e issues distilled into an easy to read format. The views expressed in

this publication are those of the author and do not necessarily reflect

the views of the United Nations and ARTNeT secretariats or ARTNeT
members.

Readers are encouraged to quote or reproduce material from
ARTNEeT Policy Briefs for their own publications, but as the copyright
holder, ARTNeT requests due acknowledgement and a copy of the
publication.

This and other ARTNeT publications are available from

www.artnetontrade.org

ARTNeTonline ARTNeT Secretariat, United Nations ESCAP

Rajadamnern Nok Avenue
@ARTNeTontrade

Bangkok 10200, Thailand
ARTNeT Group
Tel: +66(0) 22881410

NE L™

artnetontrade@un.org Fax: +66(0) 22881027



