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Abstract of Thesis

Development economists have long used evaluation of household or individual well-being as the standard analysis of
poverty. In particular, individuals and households are regarded as poor if their income and household consumption expenditure
are below a predefined poverty line (or poverty cut-off). Hence, the concept of poverty reflects the ex-post evaluation of the
well-being of households or individuals and is often considered using a static or non-probabilistic measure. Further, there is a
certain dynamic for individuals in poverty; that is, individuals can either fall into or escape poverty during their lifetime. In other
words, given an adverse (positive) shock, the non-poor (poor) today can become poor (non-poor) tomorrow. This issue has
motivated policy-makers to investigate the ex-ante risk that a non-poor household is likely to fall into poverty or the probability
that a poor household will remain poor in the future. Therefore, considering existing poverty alone ignores the prospect dimension
of poverty, and the release of vulnerability will bridge this gap. Vulnerability differs from the standard analysis of poverty
because the former evaluates a forward-looking (or ex-ante) assessment of household or individual well-being rather than an
ex-post assessment of income or consumption. Hence, policy and forward-looking anti-poverty intervention can be better
informed if we complement poverty measurement with vulnerability indicators. This strategy will enable the design of protection
policies to better help individuals or households avoid a future decline in welfare due to strong adverse shocks, rather than just
supporting them when they are already experiencing poverty.

The thesis focuses on important issues relating to vulnerability and its relationship with poverty in Vietnam. First, it
provides a comprehensive portrait and further understanding of the concepts and determinants of vulnerability and poverty and
how the relationship can be elucidated. Second, since poverty and vulnerability relate to multifaceted issues, including
idiosyncratic or covariate shocks, the study applies a multi-level model to investigate the variation in poverty and vulnerability by
encompassing both household-level and community-level analyses. Third, it also aims to examine the vulnerability of rural
households, accounting for the effectiveness of non-farm participation and rural credit accessibility in reducing vulnerability.
Fourth, it addresses the vulnerability issues of the labour market in Vietnam by investigating the determinants of the vulnerability
gap between formal and informal workers.

To achieve this objective, the thesis utilizes two datasets: the Vietnam Access to Resources Household Survey
(VARHS) and the Vietnam Household Living Standard Survey (VHLSS) and employ various econometric techniques. These two
large and nationally representative database contains rich information on a range of household characteristics and their
accessibility to resources, such as household income, consumption, education, employment and labour force participation, credit
accessibility, available infrastructures and social issues. Hence, they would enable the thesis to investigate different aspects of
vulnerability, its determinants and its relationship with poverty.

In the thesis, Chapter 3 explores the relationship between the uptake of credit and household vulnerability in rural
Vietnam in terms of two main vulnerability indicators—vulnerability to poverty (VEP) and vulnerability to food poverty
(VFP)—using data from the VARHS (2012). VEP and VFP are examined by decomposing vulnerability into two components
(idiosyncratic vulnerability and covariate vulnerability) and constructing a multilevel structure model. The analysis accounts for
two critical problems (selection bias and endogeneity) through an endogenous switching regression (ESR) model. Generally, the
results indicate the positive impacts of credit uptake on poverty alleviation and VEP reduction. Nevertheless, credit uptake
increases VFP. It is well known that the coexistence of formal and informal sectors in the Vietnamese rural credit market has led
to information asymmetry and market imperfections. Hence, these different segments of rural credit serve different needs that

have various impacts on household VEF and VFP. Therefore, an appropriate policy should be established to direct both credit
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sectors simultaneously. Noticeably, compared to other categories of credit, productive credit is found to be more pronounced in
reducing both idiosyncratic or covariate vulnerability. There is also evidence suggesting that although credit had positive effects
overall, taking on either formal or semi-formal credit had negative impacts on both poverty and vulnerability reduction. Hence,
government policies regarding formal credit should concentrate more on credit costs and support preferential rates for loans to
poor rural households for productive purposes.

Chapter 4 sheds light on the impacts of non-farm employment on household food poverty and vulnerability among rural
households in Vietnam using data from the VHLSS of 2010. Vulnerability to food poverty is acknowledged as constituting a
certain probability that a non-poor household will become food-poor or that a food-poor household will remain in poverty in the
future. The results suggest that non-farm employment exerts a positive and statistically significant impact on the reduction of
household food poverty and vulnerability. Specifically, participating in non-farm employment helps decrease the probability of
falling into food poverty in the future by roughly 19%. The study also documents that 31% of non-food-poor households in rural
areas suffered from VFP, indicating their high probability of falling into food poverty in the future. Additional results concerning
regional evaluations suggest that the Northwest region of Vietnam has the greatest vulnerability to food poverty and is in urgent
need of more attention from government development policies; further, improving access to non-farm employment would be a
useful means of mitigating vulnerability.

Chapter 5 aims at addressing the vulnerability of Vietnam’s informal sector to determine the likelihood that non-poor
individuals or households in the informal sector could fall into poverty if idiosyncratic and covariate shocks occur. The study’s
estimation strategy is based on a hierarchical linear model (HLM) that includes a mix of random and fixed effects (FE) in the
linear specification. More precisely, the model incorporates a component with fixed effects and a second component with random
effects. To account for unobserved individual characteristics, the vulnerability gap model employs a fixed effects analysis. The
results show that the impacts of the determinants of vulnerability vary based on individual and household characteristics and
covariate shocks. They also indicate workers that engage in informal employment rather than formal employment are more likely
to fall into poverty in the future by 1.2% and 1.04%, based on OLS and FE models, respectively. The insignificant vulnerability
gap indicates that there is no significant difference in vulnerability between workers in the formal sector compared to those in the
informal sector. This could be explained by the current state of the Vietnamese labour market, as these small vulnerability gaps
might be the result of the weak segmentation between the formal and informal sectors. Therefore, there is a need for the

government to support the economy’s informal sector.
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