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ABSTRACT

This dissertation examines dynamics of poverty, growth and inequeilitya specific
focus on labor mobility. Whil@ recurringpointin discussions on developmentfigthe main
focus ofdevelopmentplans should be placed on growth, or poverty, and/or on inequality
onecountry studies comprehensively investigating theseids are still scarce. Thus, this
dissertation fills this gap in the literature by taking Vietnam as a case study, as Vietnam has
achieved higher inclusive economic growth with significant poverty reduction over the past

three decades.

Chapter 2 decompos@ynamic welfare change into growth effect (GEange in the
mode of expenditure othe population) and distribution effect (DEchange in the shape of
distribution) from a macro perspectiveebompositions are applied to the distributional change
of aggegated expenditure diebottom 40 percerihto GEandDE. Conventional discussions
have almosalwaysconcluded thagconomicgrowth is good for the poor, bbavediscussed
lessthe contribution of GE in the comparison to DE. Aggregated expenditure is approximated
by logarithm normal (lognormal) distribution ¢@lculaterigorous probability functionasing
VLSS/VHLSS during the period of 199814. Thewo types ofdlecompositionare conducted
based orthe lines in each decile dhe bottom 40 percent by area in each survey year. The
results suggest that the increasexpenditure has been largely induced by GE. Those who
situated in lower quantiles are more elastic to GE amsgtedastic to DE. Inequality, measured
by DE, negatively affestthe living standards ahebottom 10 and 20 percent according to the
area and year, but the magnitude is greiat(sufficiently offset by GE). Consistent trends of
GE and DE overthe time period were not observed. These results support prioritizing
growth-enhancing policies forapid poverty reduction while reinforcing time-consuming

redistributionsystem



Contrary to Chapter 2, Chapt@werifies dynamic welfare change of the bottom 40
percent in a micro dimension by employing quantile regression with the same tim&lspan.
chapter investigate urban and ruralinequality using Blinder-Oaxaca decomposition
(regressiorbased decompositiomnd Theil T decomposition, toBast studies havattributed
the source of inequality across quantile to the difference in economic conditions by educatior
and ethnicity, mong othersduring the 1990s and 192P06 The urbarrural gap is mainly
explained by years of education, job sector, remittaeesethnicity of théaead of household
Education has been the strong explanatory factor explaining the welfare of people in Vietnan
measured by lognormal real per capita expenditure during the period 620293The effect
has been getting larger amé goes by. Similarly, service sector gdiave provided higher
earning opportunigs,although the relative importancetbkindustrial sector has been getting
small. At least in 1994 and 2004, the role of foreign remittawessignificant. However, th
effect became marginal as of 2014. On the other hand, the relationship of domestic remittance
reversed compared to the foreign remittanEgisnic minorities have been left behiadd not
receivedthe benefs of economic growth. The gap of living stamds between th&inh
majority andother ethnic minority grouplsas been diverginghs for the inequality, overall
inter-area and interegioral inequalites were widening in Vietnam during the period of
19932004, but were converging from 2004 to 2014. Withieas/regionsnequalities were

converging from 1993 to 20G¢hd therdiverging from 2004 to 2014.

Chapter4 discusseghe reasonsfor the economic grath and intersectoral wage
inequalityin Vietnam from the perspective of dynamic labor mobitityring the periodof
20042014. To analyze dynamic labor mobilitthis chapterrevisits the labor surplustheory
under the dualistic economy. According to #malytical results, notablyith the comparison
between the marginal productivity of labor and the real wage ré#te iagriculturakector, the

marginal productivity of labor is stifireaterthan the real wage rate ihe sector That is, the



marginalproductivity of labor is stil#9.1 percent of the real wagateas of 20%. Thus it is
plausible thatheViethamese economy did not reach the turning goyriheendof the decade
implying the existence of vast amounts of cheap laborthe agricultwal sector anda
continuouslydivergingreal wage rate gap betweagriculturaland nonagriculturalsectors.
Vietnanmts growthwould be sustained by the developmentité nonagriculturalsector with

the absorption of cheap labor supplmBdhe agricultual sector.

Given the findings ofChapters2, 3 and 4 Chapter5 addresses the following
questions: (i) what determines individual urlmaigration decision in VietnambPhere are many
studiesthat deal with migration determinants. However, theselieshave not explicitly
investigated the determinantsrafgrationfrom the perspective of intergenerational linkége
the childrei@s migration decisiagin a relationship with thp a r esactoscénomic status (job
sector). According to the probit estimatioesults, tb propensity of migration is higher for
relatively young andthe peoplewith highereducational attainmenHaving saidthat those
children, whae parents work irthe agriculturesector;tend toopt most often tanigration,
which contradictgo the original hypothesis that the motyilof poorer people is lowtl{ose
households wherie heads dfiousehold are working in the agricultural sectoh).is implied
thatmigration decisiorin Vietnamwould betriggeredoy economic incentives suchiacome

differentialsbetween urban and rural areas

Chapter6 then concludes the dissertation wigholicy implications based on the
analytical results of theour chaptersEconomic growth has been the dominant contributor to
the poverty reduction in Vietham, which has led to monumental poverty reduction from
around 60 percent to less than 5 percent (headcount ratio) over the past two decades. Th
supports growtfenhancing plicies for poverty reduction while strengthening
time-consuming redistribution systems on the fiscal front. Having said that, there is a

marginalized group excluded from the fruits of economic growth, implying the need for



supporting policies for the vulngble in the forms of social protection, subsidy, and
conditional cash transfer. Determinants of poverty and unbah inequality in Vietham have

been consistently explained by the years of education and job sector of the household heax
among others, ding the period of 1992014. Hence the authorities should maintain their
budgets for educational for poorer people. Labor mobility in the form of agriculture to
nonagriculture (particularly service sector) and rwrdban migration increases living
stanards of people in general. In this regard, policy should support the smooth movement of
people, notably from lower productive sector/area to higher productive sector/area for further
economic growth and poverty reduction. While thecatbed ho khausystemin Vietnam,

which is similar to the ChinesbBukou system of restricting where people can live, was
abolished in 2006, Viethamese migrants in the urban area are still reported to have beel

discriminated on in terms of access to public services, such eatieduand health.

Keywords: poverty; inequality; economic growth; growth-distribution decomposition of
dynamic welfare change;economic inequality using Theil index, Blind€axaca
decomposition anduintile regressiontabor mobility;marginal productiviy of labor;shadow
wage;market wage; stage of development verified by the turning p@bar surplugheory
labor migration; determinants of migratiomtergenerationalinkage Multinomial Robit

Model relative correlation restrictigrvietnam.
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DYNAMICS OF POVERTY, GROWTH AND INEQUALITY: A
CASE OF VIETNAM

Takahiro Yamada



CHAPTER 1: INTRODUCTION

1.1. BACKGROUND
Commitments t&nding Poverty

Recognizing the marked transition in mainstream thinking about poverty over 200
years makes one more optimistic that the idea of eliminating poverty can be more than a drear
(Ravallion 25, p88). This statementbased on scientific knowledge made by a prominent
poverty economistis very encouraging for human beingemmittedto combating absolute
povertyfor the first time in history Primaryagendas aheinternational community are also in
line with the aim of eradicating poverty with a consideration of equity. For example, the World
Bank set its new aim in April 2013 &isvin goals: ending extreme poverty to no more 3 percent
by 2030, and promoting sharprosperity and greater equity in the developing world, measured
as the income of the bottom 40 peréeint any given country (World Bank 2015, p3)
Subsequently, in 201ternational society saw an important transition from the Millennium
DevelopmenGoals (MDGSs) to the Sustainable Development Goals (SD@t) the success
notably in MDG 1.4 halving extreme poverty from the 1990 lewehichwas accomplished in
2010. In this regardhe SDGs expandheir aim to eradicate extreme poverty for all pko

everywhere, measured as people living on less than $1.25 a day by 203the/$§aGs added

1 | follow the definition of poverty aa fipronounced deprivation in welleing Haughton,J.
and Khandker, S. R., 20091)0. Well-being is the command over commodities in general, so
the poor do not have enough incomeegpendituredefined by some threshold below (e.qg.
$1.25 a day, 2005uPchasingPower Parity (PPP).

2 Robert S. McNamargresidentof the World Bank from 1968 to 1984&tatedat the 1972
Annual Meetings of the World Bankthe poorest 40 percent of the citizenry is of immense
urgency since their condition is in fact far worse than national averages suggést. [
Policies specificallydesigned to reduce the deprivation among the poorest 40 percent in
developing counties are prescriptions not only of principle but of prude@imdliffe et al.,
2014,p26).



a goal with respect tinequality, whichis Goal 10: reducénequality within and among
countriesOne of the specifitargetsof Goal 10is to progressivelyéhieve and sustain income
growth of the bottom 40 percent of the population at a rate higher than the national average b

2030(World Bank, 2016, p27)
CurrentWorld Poverty and the Trajectory from Nd®n

According to the World Bank (201986), since 199ahe number of people living in
extreme poverty haseenhalved to around one billion peopéguivalento 14.5 percent of the
world& populatiorand17 percent of the developing woddpopulation. This estimation uses
an international povertine of $1.25 a day (2005 PPP), which is an average of the national
poverty lines of the 15 poorest developing countridhere hae been great steps toward
reducing poverty, but the fad thatthere are many people in ti@rld who remain miredn
extreme poverty. Bared prosperitygoak to increase per capita real household income or
consumption othe bottom40 percenf ocus on e papliatiocandido nat lyade
globatlevel targets. Therefore, tracking the progress goes with comparatdégona
representativ@ousehold surveys for many waves until 2030. The idleh@red prosperity is
well visualized by Lakner et al (20144) in Figure :1. Thisillustratesthe distribution ofthe
extreme poorthenon-poor bottom 40 percerand norpoor top60 percent in 2011 and 2030.
The lorizontal axis denotes population in milloin each country anthevertical axis denotes
percentils within counties The total arem(calculated by the sum of ajeareA: Poor, B:
Bottom 40 percenton-poor; and CTop 60 percent nepoor. The extreme poor (area Al +
A2) account for 14.5 percent of the total population, of which 90.3 percent are within the

bottom 40 percent of their respective countries (area &iJ 9.7 percent are in the top 60

3 As of October 2015, the new global poverty line was updated to $1.90 a dgy20&hPPP.
In spite of the increase dfie minimum threshold of povertyhé World Bank still kept its
twin goalsfor 2030 aghey arestill possible to meethough not eaky.



percent (area A2ni2011. The bottom 40 percent in each country amounted to 2.78 billion
people (area Al + B), ovhom 37 percent are extretyepoor (area Al) and 63 percent are
nonpoor (area B). This figure providaglear picture othedistribution of wealth in the world.

By decomposinghe bottom 40 percent, this figure hslpighlight the bottom 40 percent
nonpoor (area B) as a major policy target in additiotheextreme poor described in area A.
Lakner et al(2014) also provideheir estimationof the distribution in 2030. This explaitise

large decrease of area A (both A1 and,AB¢ huge decrease poverty

Figure 11: Distribution of the extreme poor, ngooor bottom 40 percent and rpoor top 60
percent in 2011 and 2030
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Note: Based on the idea by Beegle et(2014), Lakner et al(2014) updated data for 2011 an@3@
(distributionneutral growth, meaning not necessarily leading to either a worsening or an impnoweme
distribution.



Poverty, Growth and Inequality

What instruments could reduce poverty and narrow inequality? There is a strong
linkage between poverty and inequality with economic gréwEconomic growth has been
essentiafor reducing extreme poverty, but even if all countries groth@same rate as over
the past 20 years and if the income distribution remains unchanged, world poverty will fall by
approximately 10 percent by 2030, from 17.7 percent in 2010 (World Barild, p1).
Economic growth is the change of industrial output compo$éage agriculture, industry and
service sectoren theproduction side. It is easy to imagine that povevtuld bereduced if
industrial outputin fields where large numbers of pooropée workwere toincreaseput if
outputgrowthis concentratd in an industry where onthenonpoor work inequality between
poor and nofpoor diverge. A recurringpointin discussions on developmentifishe main
focus ofdevelopmenplans should belaced on growth, or poverty, and/or on inequalityir
and Tendulkar1990; Kakwani and Subbarab990; Kakwani et al.2000; Ravallion 2001,
Kalwiji and Verschoar2007;Bourguignon2004 Lopez and Server2006; Ravallion2007).

Given the many studies employinthe regression method, notabfiirowth is God for the

Poo by Dollar and Kraay (2002), poverty reduction by economic growth has been broadly
supported by most development econom{Bissley and Burgue®004; Dollar et al.2013;
Kurosaki 2009; Otsubp 2009) but the relationships between growth and inequality, and
inequality and povertyare still open questionsSome have shown evidence that lower
inequality contributes tgoverty reduction (Ravallion and Dag002; Bourguignor2004;
Dagdeviren et al2004; Ravallion2006; Lopez 2006;Ravallion 2007 Ferreira et aj 2010,

but some othestudies have shown thatgrowth does not always benefihe poor, and

* This is a discussiomn the macro level.On the micro level, forexample past studies
support the evidence that poverty hasigh correlation with human capitasuch as
educational attainment, physical capitéde land possessioand so on



distributional improvement does not always redodm (Datt and Ravalbn, 1992; Kakwani
et al, 200Q IniguezMontiel, 2014). Ravallion and Datt (2 and Ferreiraet al. (2@0),
among othersextended their focus from maeonoss country studies to cweuntry panel
studies toinvestigate Poverty, Growthand Inequality RGI) relationshipswith careful

approachetoward country fixed effectsuch as initial conditions and regional variation
Labor Mobility in the Context of Poverty, Growth and Inequality

Labor is only the asset for poor, $le livelihood strateges of individuals and
households depend heavily on their own labor force. In aggregate level labor force (labor
productivity) is of great importance, too, which hdgtermine the wealth of nationgor

hundreds of years (e.g. Smittv76).

Lewis (1954) investigated the path of economic developmiarihe labor shift from
the traditional sector (agriculture) to treapitatintensivesector (noragriculture), which is
triggered by the wage difference between those sectors, under the dual economic framework
This isthe so-called Lewis model or dual sector growth model (see the details in Chapter 4).
Economic growth is achieved by b expansion using surplus labor supplied by the
traditional sector, which leado poverty reduction of migrant labor from rural ae@his
also implies thatnequalityis the consequence of the difference of marginal productivity of
labor between the dditional and thecapitatintensive sector. This model stilldefines the
interaction of labor mobility and economic developmelynamics that is the typical
phenomenon in the growing developing economies (e.g. Harris and Totiaro;

Bourguignon and Morsison 1995; Ranis2004; Temple2005). On the other hand, Stark and

® His innovative ideaexplairing economic development wasvardedthe Nobel Prize in
Economics, jointly with Theodore Schultz for his work in economics of agriculture and
human capital theory.



Bloom (1985§s literaturefiNew Economics of Labor Migration (NELM,) fairly influenced
by neoclassical economics, has been favored among economists in the context of labo
migration analgis recently which regards labor migration accompanied by remittance

behavior as a livelihood strategy of rural housetizidieveloping countries.
Vietnam: From One of the Poorest to One of the Most Successful Development Countries

Vietnamhas beerone d the most successfgbuntriesin reducing absolute poverty
along with promoting higher andmore stable economic growth over the past 30 yé&aes
good country case study for analyzing the PGI relationshiiggnam launchethe Doi Moi
reformsin 1986 aimed at liberalization and integration irtee internationaleconomy, with
effects spannintheperiodbetweeril986and thel99Gs. Sincethe introduction oDoi Moi, the
basis for the economic development has been strengthetiesh the benefit of ecomic

development leads to social development thereafter

The eal GDP growttrate in Vietham inched up from five percent (constant prices
with 2010 base year) on average in the 19805 .4 in the 199Qsind 6.6 averages in the 2000s,
according to my comifations using the World Development Indicators (WDI) of the World
Bank. Whilethereal GDP growth ratbasdecelerated to six percent on average over the past
five years, it still maintains robust growth compared to the averagabef countries ifcast
Asia and the Pacific (4.8 percent), Lowdiddle Income Economiés(5.8 percent) and the
world (2.9 percent). Economic reforms conducted betwieeri980s and 1990#s Vietnam
particularly in the areas fo macroeconomicstabilization, were therade libealization

introductionof positive real interest ratasd initial property rights reform in agricultusehich

® Source: World Economic Outlook (WEO) database, IMF, April 2016.

" LowerMiddle Income Economies are those with a GNI per eapittween $1,026 and
$4,035 defined by the World Bank.



contributedto the rapid economic growth of the 1990s (Dqll2002). Subsequent reforms
included the maor steps for the deollectivization of agriculture in 1988the 1992 Law on
Enterprisesthe creatiorof tradable landuse rights undethe 1993 Land Law, the 1996 Foreign
Investment_aw, and liberalization of therade regimgWorld Bank and Ministry of Planning

and Investment (MPI) of Vieam, 2016, p80)n addition Vietnam has also strengthened the
external partnerships that fosters economic integration to the world: restarting Official
Development Assistance (ODA) from Japan in 1992; diplomatic normalization with the U.S. in
1995; accesion to the Association of Southeast Asian Nations (ASEAN) in 1995; becoming a
member of AsigPacific Economic Cooperation Conference (APEC) in 1998; and accession to
World Trade OrganizatioWTO) in 2007, among others (see Figute?). In the 1980s and
early 1990s, Vietnam faced hyperinflation. The average inflatiorbedteeenl 9861985 was

66 percent (Figurd-2). Following this periodinflation surged to 233.6 percent duritige
period of 19861992 with a peakof 453.5 percent in 1986 (Figude?), due toan inefficien
production and distribution system that led to the shortagieec$upply ofgoodsandexcess
domestic demands. fell to 8.4 percent in 1993, down from at 37.7 percent in 1992 (Figure
1-2), and thereafter Vietham has containedatndin relatively well althoughthe level was

still high compared to the international standarflee major instrument for containing
inflation after 1992 was price stabilization through a dollar peg at around 11,000 VND/USD

by the State Bank of Vietnamoin late 1991 to early 1997 (Ohno, 2003).

SAfter becoming a member of WT O, Vi et nami
proceeded via bilateral and multilateral Free Trade Agreements (FTAS). As of December 201¢€
Vietham has 16 FTAs, includg those under the negotiations according to ADB Asia
Regional Integration Centeht{ps://aric.adb.org/ftaountry). | accessed this information on
December 1, 2016.



Figure 12: Real sector developmeahnd major historical events Vietnam
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Source: Author based on WDI, the World Bank and Ministry of Foreign Affair (MOFA) of Japan
Note: Annual percentage growth rate of GDP at market prices based on constant local currency.
Aggregates are based on constant 2010 U.S. dollars. GDP is the sum of gross value added by &
resident producers in the economy plus any product taxes and minus any sulosigtielsided in the
value of the products. It is calculated without making deductions for depreciation of fabricated assets
or for depletion and degradation of natural resoufgssimdion of inflation starts in 2015.

Economic liberalization and econamintegration to the world aftddoi Moi have
beenaccompanied byhe structural transformation in the economy. Wtihe share of GDP
of the agricultural sectoon theconsumption sidevasaround 40 percent befoioi Moi (in
1985) it has shrunlby half in 30 yearsandthatportion has been replaced by outputsthmy
industrial sector. The share of GDPtire service sector is more or less samearound 60

percent (Figurel-3). This structural change can be explained bystihengthenedxternal

° | referred the webpage of MOFA of Japan for the historical events of Vietnam

(http://www.mofa.go.jp/mofaj/areal/vietnam/data.html#sectiohBccessed this webpage
November 28, 2016.


http://www.mofa.go.jp/mofaj/area/vietnam/data.html#section1)

position in the country, which is exhibited by the expansion of exports. Emerging counties
typically have large trade defisitbecause of the increasing domestic demands driven by
growing economic activities, but Viethnam has almost offtetimports with its exports
(Figure1-4). Much ofits external trade is powered by strong foreign direct investment (FDI),
with the stocks standing at more than $250 billion, sourced from more than 100 countries

(World Bank and MPI of Vietnam, 20165

Figure 3: Share of GDP in Vietnam: production side

100%
90%
80%
70% m Services, value

added

60% (constant LCU)

® [ndustry, value
added
(constant LCU)

50%

40%

m Agriculture,
value added
(constant LCU)

30%

20%

10%

0%

Source: Author based on WDI, the World Ban

10



Figure 24: Share of GDP in Vietnam: consumption side
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Per capitaGDP growth was also robust and stabilized in Vietéme average per
capita GDP growthduring the period of 1992014 (percent) and standard deviation of per
capita GDP growth ramd second best position among many other countriggu(€ 1-5).
These rerarkable achievements are along with human developmewerfyin Viethamwas
2.4 percent ofhe poverty headcount ratio &l..25 a dayZ005PPP) in 2012a monumental

improvemenfrom 63.8 percent in 1993 (Table 1-1). Similarly, the severity measuremenf

19 Source: PovcalNet, he World Bank These dataare adapted fromthe World Banlé s
Povcal Net , based on the World Bankdés 1. 2
Power Parity(PPP)exchange rates for household consumption from the 2005 International
Comparison Program, with data from more thB©@O00 household survesy across 128
developing countries and 21 higicome countriesi-or reference purpose, | show the result
of the poverty and inequality index using $1.90 a day poverty thresholds with 2011 PPP
exchange rates for household consumption from the 2011 IntaraB@omparison Program
with data from more than one thousand household surveys across 138 countries in si
regions, and 21 other high income countries.
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poverty indeX', poverty gap index and the squared poverty mafex show significant
improvement the poorest of the poor have increased their living standaadsneasured by
consumption. Inequality in Vietnaras measured by Gini index i& the lowed category
according toUNU-WIDER, World Income Inequality Database (WIID 3igure 1-6). In
addition,the Gini index in Vietnamhas maintainedhirly stable movement on the average of
36.5 with standard deviation 1during the period of 1992012 usnhg 1.25international
dollars a dayas thepoverty thresholdwith 2005 PPP dollars from PovcalNet the World

Bank (Tablel-1).

1 The poverty gap index (PG index) measures the depth of poverty. PG index is described ir
theequatian F1.

1.9 z-vy.
PG index= Na (—y')

=1

(F-1)

whereN is the populationz is the poverty lineq is the number of individualgelow poverty
line, y;is the income or expenditure of individyalrhe poverty gap is denoted by the function

(z-yi). The squared poverty gap index considers the disparity among the poor by squaring the

Z-V
function (—y') in the equation A to focus on the poor fall far from the poverty line.
z
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Table 11: Consumptiorpovertyand inequalityndex in Vietham

25

Survey Poverty ey Poverty gar USO8 Gl | survey Povery | T poverty gag 0 O IC G

year line ratio (%6) ratio (%) %) index | year line ratio (%) ratio (%) %) index
2012 1.25 2.44 0.55 024 3567 2012 1.90 3.23 0.58 0.16 38.70
2010 1.25 3.93 0.84 0.33 39.2§ 2010 1.90 4.78 0.99 0.33 42.68
2008 1.25 16.82 3.74 124 3557 2008 1.90 16.17 4.06 149 3815
2006 1.25 21.44 531 187 3579 2006 1.90 22.01 5.52 207 3744
2004 1.25 31.40 8.45 3.03 36.81 2004 1.90 27.12 7.02 266  37.17
2002 1.25 40.07 11.21 4.10 37.55 2002 1.90 38.78 10.37 3.89 37.32
1998 1.25 49.36 14.90 588 3551 1998 1.90 34.79 8.59 311 3544
1992 1.25 63.76 23.59 11.02  35.68 1992 1.90 49.21 14.95 6.14  35.65

Source: Author based on PovcalNet, the World Bank
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Figure 16: Visualized Gini index in the world during the period of 2180
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Socioeconomic development has accompanied by the mobility of peBpked on the
analysis by GSO (2011) using Census data of Vietnam, it is observed that nigaaets
increasing during the period of 192009. As of 2009, the number wiigrants is 6.8 million
(8.6 percent of the population), of whithe largest body is composed by iranovincial
migrants (3.4 million or 4.3 percent of the population) followed by 4district migrants (1.7
million or 2.2 percent of the population)damtradistrict migrants (1.6 million or 2.1 percent

of the population). Immigrant$ arejust 41 thousand (0.1 percent of the population) in the

12 1n this section migrants are defined as people whose place of residence 5 yeaostpeio

time of the Census (e.g. migrants in 1989 are in the survey area during the period 198984
Hence, those younger than five years old are not included in the calculation. International
migrants are not covered in the Census, either.

13 Non-Vietnamese are not counted in the Census.
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same time period, which in turn shows that most of the labor mobility in Vietham is internal
migration. As inthe Tablel-2, interprovincial migration has been mostly increasing among

othertypes of migratiorover the past two decades.

Table1-2: Migrant and normigrant population from 1989 to 2009

1989 1999 2009
N Share (%) N Share (%) N Share (%)
Intra-district migrant - - 1342568 2.0 1618160 2.1
Inter-district migrant 1067298 2.0 1137843 1.7 1708896 2.2
Inter-provincial migrant 1349291 2.5 2001408 2.9 3397904 4.3
Communal non-migrant - - 64493309 93.5 71686913 91.4

District non-migrant 51797097 95.5 65835877 95.5 73305072 93.5
Provincial non-migrant 52864395 97.4 66973720 97.1 75013968 95.7

Immigrant 65908 0.1 70389 0.1 40990 0.1
Non-immigrant 54213686 99.9 68975128 99.9 78411872 99.9

Source: Author based on GSO (20421), Table 2.1.

When it comes to the urban and rural framework, migration is larger fromangadto
the urbarcenterqruralurban migration)thanvice versa (urbanural migration). As of 2009,
population share of ruralrban migrargis 8.9 percentup from 7.2 percent in 1999, followed
by urbanurban migrant (7.4 percent, down from 8.2 percent in 1999). Meanwhile -uurizdn

and ruralrural migrantnumbes are relatively small.
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Table1-3: Migrant and normigrant populatiorby migration destination from 1999 to 2009

1999 2009 Annual growth
Population Share (%) Population Share (%) rate (%)
Urban destination

Urban-urban migrant 971486 8.2 1719056 7.4 5.9
Rural-urban migrant 855943 7.2 2062171 8.9 9.2
Urban non-migrant 10089625 84.7 19413699 83.7 6.8
Urban total 11917055 100.0 23194927 100.0 6.9
Rural destination
Urban-rural migrant 219718 0.6 547626 1.0 9.6
Rural-rural migrant 760939 2.2 2204430 4.0 11.2
Rural non-migrant 33778197 97.2 52273214 95.0 4.5
Rural total 34758854 100.0 55025270 100.0 4.7

Soure: Author based on GSO (20125p, Table 23.
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BOX 1: BRIEF HISTORY OF VIETNAM FROM POST-WWII TO THE
INTRODUCTION OF DOI MOl TOWARD SOCIALIST-ORIENTED
MARKET ECONOMY

PostWorld War 1l (1946 1975)

After World War 1l, Vietham was still under French rule despite its ddcdaraf
independence, but the communist forces led by Ho Chi Minh defeated France at Dien B
in 1954. Under the Geneva Accords of 1954, Vietnam was split into the HMiGhiled
communist government ruling the North and the Ngo Dinh Bien Republic of
Vietnan® backed by U.Suled in the SouthThereafter North Vietnarallied with the Soviet
Union and China for further military support. In response to tiis,U.S. incrased its
support to South Vietnam. Under the escalationarfflict between the North and the Sot
triggered by the attack to the South by the Communist North during the Tet Offens
1968, the public opinion of U.S. against the war on Vietnam twsodand the internationg
society strongly criticized the war in Vietham. Givtdre Paris Peace Accords of Janus
1973, U.S. troops were withdrawn and North Vietnam absorbed the South under the S

regime. As aesult,it is said that this war lefew millions ofdeaths
Building of Socialist System with tBeonomicSagnation in theEnd (19761 1986)

While South Vietnandeveloped aelativelyopen market economy, North Vietnam h
implementeda Socialist systemThe Scialist system haseveralunique characteristics: (

the Communist partyundera oneparty regime hasthe right to reach decisions on issu

1 n this section | referred Tran (2010, ppd4) and the webpage @entral Intelligence
Agency, U.S. littps://www.cia.gov/library/publications/thgorld-factbook/geos/vm.htrl |
accessed to this web page on December 1, 2016.
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suchas theeconomy, society and culture in the state;dfiileconomic activitiegall under the
centralized system and resoescare allocated according to the plan (not through m
forces); (iii) the economic structure is basically setintained, not joinproduction with othe
countries and the country prioritizes heavy industry because of the need to stre
defense. Ater the integratiorof the North and the South, the Communist Party sprea
Socialist system to the South. Howewte series of policies under the Socialist regiex to
sevee economic stagnaticandinternational isolation for around a decatteresponsgthe
CommunistParty finally decided to incorporatemarketeconomywhile keeping Communis

regime toreconstructhe economy the introduction oDoi Moi policy.

1.2. OBJECTIVES

Given the Section 1.1 Backgrountfigtpurpose of this dissertation is to contribtaehe
scientific knowledge abouhe dynamic relationshipamongpoverty, growth and inequality,
notably from the perspective of labor mobiliby taking Vietnam as a good case stirdyn
which to learn.The perspectives of the analysis are frowth themacro and micro sides to
gaina better understanding of the dynamics of a nafgecific objectives for each analytical

chapter are as follows.
- Chaptes2 and 3 Study the evolution and determinants of \&@edf dynamics

- Chapter4: Study the reasons for higher economic growth rates andsettoral welfare

inequality from the perspective of labor mobility

- Chapter5: Studythe determinants dfabor mobility from lower productive to higher

productive places
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1.3. RESEARCH QUESTIONS AND HYPOTHESES

In response tthe general objective and specific objectives in each analytical chapter, the

dissertation seeks answers to the following questions.

- Questions in Chapte2: Numerically, to what extent has welfare charbeen achieved by
growth and distribution effectsPoes the kasticity of each effect differ bgxpenditure

guantile, area, and ovdime?

A Hypothesis:GE has been larger thaDE with respectto welfare change. The
elasticity of each effect should differ lexpenditurequantile, particularlyfor people

who are close tamode ofexpendituralistribution.

- Question in Chapter 3Vhy aresome peoplenore successful at improving their standard

of living than other8 How do living standards vary across space and time?

A Hypothesis: Living standardsare explained by the following factorsype of
industry educationahchievementminority statusplace of residen¢ecceptance of
foreign remittances, amg others.People in urban areas are generdlbtter off
compared tahosein rural area. The gap of living standards between urban and rural

areas is diverging as the economic developraecglerates

- Question in Chapted: What types of labor mobilitaccelerate higher economic growth

and determine intesectoral inequality in the country?

A Hypothesis: Labor shift from a lower productive sector (agriculture) to higher
productive (non-agricultural) sector helps reduce poverty and accelerate economic
growth. Inequality isa consequence of the differenitelabor productivity by sector

and region.
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- Questions in Chaptes: How doindividuals make the decision tmigrate from lower
productive to higher productive pla@e® o par e natfsfée cjt o lograioh d r e

decisions?

A Hypothesis:The likelihood of migrafon is higher for young people and among
households with higher human capital accumulati@rildren with parents working

in thenon-agriculture sector tend to select migration decision.

1.4. CONCEPTUAL FRAMEWORK

Based on the summary of relationships between poverty, growth and inequality in the

previoussectiors, the conceptual framework of the dissertation is illustrated below.

Figure 17: The relationshipamong poverty, gwth and inequality from the perspective of
labor mobility

Economic Growth:
Increase in Living Standards

Poverty:
Absolute Poverty Reduction

Labor Mobility

Inequality:
Distributional Change

Source: Author, based on Bourguignon (2004, p4)

The principaloriginality of this dissertation isummarizedas follows.
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Ch.2: GrowthDistribution Decompositions of Dynamic Welfare Changeietnam: Evidence

from Two Decades of Surveys, 1948 4

A Estimatinglognormalreal per capit@xpenditure (LNRPCEJs accurately as possible

by employing lognormal distribution usimgaximum likelihood estimation (MLE)
A Taking the average of two types of decompositions to calculate GE and DE;

A Applying detailed poverty lineslécilesof bottom 40 percent of total population) to see

sensitive changes of GE and DE by area; and

A Using two decades of data to see the chanig@&@nd DE byhedecilesand area over

thetime.
Ch.3: Dynamics of Poverty and Inequality: Evidence from Two Decades of SurveyQ9D3

A Using two decades of data to see the change of coefficients of each independent variabl

overthetime with respecto poverty variablaneasured bNRPCE

A Using two decades of data to verify the change within and between inequality of living
standards under the tvgector framework (urban and rural) and regional comparisons,

and also identify the determinants of urlyaral inequality.

Ch4: Effect of InterSectoral Labor Transfer on Poverty, Growth and Inequality: Revisiting

Labor Surplus Theory

A First apply the turning point analysis to Vietnam following rigorous criteria established

by Minami (1973) using nationallepresentative large samples.

A Theoretically and empirically investigate the relationships among poverty, growth and

inequality in Vietnam from the perspective of labor mobility.
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Chb: What determine urban migration decis#@nls there intergenerational linbetween

children and their parents?

A Explicitly first investigate the effect afitergenerational linkon migration decisios i

parental working job sector and the childiEmigration decision

A Employthe bound test proposed in Krauth (8pfor stability checkof that has been

rarely applied but useful to see ttability of the estimation results

1.5. METHODOLOGY AND DATA

The dissertation employscombination of quantitative methods and datdracted
from either Vietnarts national surveys atata compiled by international organizations and
universities Primarily quantitative methods include OLS regressiquantile regression,
Theil decomposition, Gini index, Blind€&axaca decompositioMLE, GrowthDistribution
decompositions (GDD), Cobbouglas production function and Multinomial Probability
Model with the estimationstability check proposed by Krauth (2@). Additionally, | did
some descriptive analyss for supplementalpurposesFor thesummarydetails please see

Table1-4 below.
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Table 14: Research design

Question

Hypothesis

Methodology

Data

- Numerically, to what extent has welfare change

been achieved by growth and distribution effects

- GE has been larger th®€E with respecto welfare change.

- Maximum likelihood estimation

- Growthdistribution

- VLSSs 1993 and 1998

Ch.2. - The elasticity of each effect should differ &ypenditureguantile, particularly for )
- Does the lasticity of each effect differ by ) S decomposition of welfare chanae VHLSSs 2002, 2004, 2006,
] ; ) people who are close tomode ofexpendituredistribution. P 9 2008. 2010. 2012. 2014
expenditureguantile area, and over time? ' ' ’
- Living standardsre explained by the following factors: type of industry; educationg - Theil decomposition
- Why aresome peoplenore successful at achievementminority statusplace of residen¢@acceptance of foreigemittances, ) N
) ] ) o - Blinder-Oaxaca decomposition| _\/ g5 1993
Ch3 improving theirstandard of livinghan others? amongothers.
| - Howdo living standards vary across space and - People in urban areas are generbéifter off compared tthosein rural area - Quantile regression - VHLSSs 2004 and 2014
time? - The gap of living standards between urban and rural areas is diverging as the ecq ]
- OLS regression
developmenaccelerates
; e Eai - VHLSSs 2004, 2006, 200§
- What types of labor mobility accelerate high - Lewis-RanisFei Model 2010, 2012 and 2014
, L - CobbDouglas production * an
economic growth and determine ingEctoral| _ Labor shift from a lower productive sector (agriculture) to higiteductive ’ ]
; P unction
Ch.4. inequality in the country? (nonragricultural) sector helps reduce poverty and accelerate economic growth. ] ] - WD
o ) ) o | - Comparison of marginal
- In which phase oéconomic development is - Inequality is a consequence of the difference iodgivoductivity by sector and region oroductivity of labor and market | ° FAOSTAT
Vietnam located?
wage - WEO database
- How doindividuals make the decision to migrat| - The likelihood of migration is higher for young people and among households wit
from lower productive to higher productive plagel higher human capital aamulation. - Multinomial Probit Model
Ch.5. - VHLSS 2014

-Do parentsodo | ongmtiomf f e

decisions?

- Childrenwith parents working ithenonagriculture sector tend to select migration

decision.

- Stability check by Krauth (2@)

Source: Author
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1.6. MAIN FINDINGS

Based on the analytical results from Chapter 2 to Chapter 5, there are eight overall
contributionsin this dissertation: (i) growth is good ftre poori growth confersbenefit to
poorer people, which provesickle-down economicsis effectivein the caseof Vietnam®
(Ch.2); (ii) inequality, measured by DE, negatively aghe living standards dhe bottom
10 and 20 percent according to the area and year, but the magnitudgrsatufficiently
offse by GE) (Ch.2); (iii) overallndinter-regioninequaliies started converging slightly in
2014after previoushdiverging (Ch.3); (iv) within areas/regions inequalities were converging
from 1993 to 2004and therdiverging from 2004 to 2014 (Ch.3); (v) education and working
in service sectowere congstently strong driversn improving living standardsduring the
period of 1993014 (Ch.3); (vi) while the poverty rate has been dramatically decreasing
overall, ethnic minorites havebeenleft behind (Ch.3); (vii) economic growth has been
achievedby urban output expansion utilizing cheap gpléntiful laborers from rural area
(Ch.4) and (viii) peoplewith parents working inhe agricultural sectortend toopt most often

to urbanmigrationcompared to people with parentsheindustry andservicesector(Ch.5)

1.7. SCOPE AND LIMITATIONS

Fromtheoverall perspectivef the aboveentioned sectionghere arghree notes on

estimation bias worth mentioning before starting each analytical chapter.

15 Trickle-down economicss regarded as asutdated conceptow. This is well summarized

in the Stockholm Statement on November 15, 2016. The statement is made by thirteer
prominent economistsncluding Jeeph Stiglitz Nobel laureateand the four former Chief
Economists of the World Bank. The main message argues that (i) traditional economic
thinking no longer applies GDP growthis not an end in itselgnd(ii) development has to be
inclusive. The releant webpage of the Stockholm Statement is below. | accessed to this URL
on January 7, 2017.

(http://www.sida.se/English/press/curréapicsarchive/2016/stockholrstatemeny/
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Possible estimation bias

A Possible biases are generated in the course of econoesiri@tion notably omitted
variable biases. Chapter 5, which investigates the effect of intergeneratiosalding
the infl uenaeectost hp ar e wrhnigraton eatidiost®, faces the
omitted variable biases derived from genetic endowments commonly shared by parents
andtheir children. To test thetability of the estimation results, | employ theund test
proposed by Krauth (2@). However, it does not providsufficient evidence to reach

the causality.

A On theotherhand, Chapter 3 does not seeneto-one relationship between dependent
variables and a specific independent variable (elge causal effect of education on
poverty). Hence, tependon quantile regression and OLS regression, not employing IV
and experimental methods, although having said thatestimated coefficients of each

independent variable are exposed to the omitted variables bias in particular

A The ayricultural productiorfunction in Chapter 4 uses CoBlwuglas production function
supposing constant returns to scale. Production is the function of labor, capital and land.
Exogenous technological progress is not considered in this rned&lis¢he agricultural
sector in Vieham has shown onlymarginal technological progress so far. However,

technological progress must be considered in the model as the developntbet of

16 paststudiesthat examinethe determinants of migration decision use insental variable

(IV) estimation,the Heckman Selection Model that alleviates sampling selection bias, and
structural equation model to simultaneously considemigration decisios of individual as

both individual and household decisions. Experiments oaitre applied to the migration
phenomenon in general.

7 Nguyen et al. (2007) and Le and Booth (2014) verified the determinants of poverty as part
of their analysis by using quantile regression and OLS regression. They did not employ IV
and the experimenbtsee general determinants of poverty. Their papers are published to
Journal of Development EconomisdThe Review of Income and Wealtisspectively.
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agricultural sector in Vietham. Depended thiese settings, the estimation results may

change

All findings and the relevant policy implications in this dissertation should be considered with

these notes.

1.8. STRUCTURE OF THE DISSERTATION

Besides this introductory chapter and chaperthe dissertation hafour analytical

chapters:

Chapter 2 Growth-Distribution Decompositions of Dynamic Welfare Change in Vietnam:

Evidence from Two Decades of Surveys, 18934

- Chapter 3 Dynamics of Poverty and Inequality: Evidence from Two Decades of Surveys,

19932014

- Chapter 4: Effect of InterSectoral Labor Transfer oRoverty, Growth and Inequality:

Reuvisiting Labor Surplus Theory

- Chapter 5:What determingurban migration decision? Is thesn intergenerational link

between children and their parents?

Chapter6 (Conclusionsthensummarizeshe main findings fromthe analytical results of the

four chaptersand discussspolicy implications, limitationsandfutureresearch
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CHAPTER 2: GROWTH-DISTRIBUTION DECOMPOSITIONS
OF DYNAMIC WELFARE CHANGE IN VIETNAM: EVIDENCE
FROM TWO DECADES OF SURVEYS, 1993-2014

2.1. INTRODUCTION

As discussed in the introduction, this dissertation investigates the relationships betweer
poverty, growth and inequality. Vietham is a very suitable case for investigating these
relationships, because it has achiewvedlusive and rapighro-poorgrowth In this Chapter 2, |

examine the relationships from macro perspectisgasg decomposition methads

To understand the mechanism of poverty change, especially in relation to growth, many
economists have worked on decomposing poverty changéwntoomponents: GEnd DE
(e.g. Kakwani and Subbarao, 1990; Jain and Tendulkar, 1990; Ravallion and Huppi, 1991;
Datt and Ravallion, 1992; Kakwani, 1993, Kakwani, 2000; and Bourguignon, 300tp
commonidea of growth-distribution decomposition§GDD) of wefare change ighat the
change of welfare can be decomposed into GE and DE, which is expressed as a function c

growth in mean incomekpenditureand change in distribution
Poverty change = F (Growth, Distribution) (2-1)

As shown inFigure2-1, GEand DEar e descri bed by the area

with horizont al l ines and fAdistribution ef

18 Given the idealecomposing povertghange into GE and DE, Kakwani (2000), Kakwani
and Pernia (2000) and Ravallion and Chen (2003) propgsedpoor indexed. The details
are described in Appendix: Ppmor index
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Figure 21: Growth and distribution decompositions of poverty and distributiorexhgés
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Source: Bourguignon (2004), Figure 1

In this decomposition, there has been a debate regasdiiether or not thershould
be a residualin the poverty change functior2-Q). Ravallion and Huppi (1991), Datt and
Ravallion (1992) and others insittat the residual exists in the function of poverty change
whenever the poverty measure is not additively separable between mean expemeiture
and Lorenz curve (inequality). Namely, they explain poverty by mean income and Gini index
as explanatory vables and error ternm a regression model. Therefore, they argue the
residual is thus allocated to either growth or distribution components in the function that
omits the residual (Datt and Ravallion, 1993). However, as in the argument of Kakwani
(1993),the residual should not exist in the function in thebgcause poverty change can be
exactly separable into two components in growth or distributitence, efforts to minimize
the measurement error thean beexpressed as the residualthe argumenby Ravalliorés

study groupare required. In this regard, thistudy first proposes a more accurate
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measurement of GE and DE without the residyahinimizing measurement errdhatis not
explicitly materialized in Kakwani and Subbarao (1990)kwWani (193) and Kakwani
(2000) meaningaggregatedxpenditures approximated bpgnormaldistribution tocalculate
rigorous probability functionsAlso, this study uses mode of expenditure distribution when |
decompose welfare change into GE and DE rather taking mean of expenditure
distribution. This is because mode is better to look closely at the change of the largest numbe
of poorer segment compared to meaacond, thistudyanalyzes the dynamics expenditure
change in eacldecile of the bottom 40 @rcent by area in each survey year rather than just
looking at those who are below poverty lines, as@former studies. By doing so, elasticity to

GE and DE by théecileby area and the sensitive changes of elasticity can be observed. Third,
this study considers two ways of measuring GE and DE by shiftitiwerinitial distributionor

new distributionto calculate welfare changas described in Figur2-2 and 2-3, although
previous literatureseem to depend on only one measurenvemth is induced ¥ the shift of

initial distribution. Fourth, thistudyemploys two decades of survey$,SS/VHLSS Surveys

during the period of 1993014 to examinethe change of GE and DE over the time.

2.2. METHODOLOGY AND DATA

2.2.1. METHODOLOGY

2.2.1.1. ESTIMATION OF WELFARE DISTRIBUTION

To estimate theexpendituredistribution of the country, | employ MLESupposing
lognormal distribution. MLE allows estimation of the parameters of a statistical model with
the mean and standard deviation (SD) or variance calcldgtedme restricted samples given
lognormal distribution. Suppose there are a random sample, X, X3,€, X, Where
probability distribution depends ahe parameterg. The name of maximum likelihood is

derived from the idea that a good estimate of the unspecffiedould be theqg that
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maximizes the likelihood of the obtained sample data. Given point estimage isfxi, X,

X3,€ , X, the probability density function oéach X is f (x;q). A random sample of

probability densityfunction Xy, Xo, Xs,€& , X, can be expressed e equation 2.

L(@)=P (X=X, X, =X, X35 X5, X, = X,)

=f (x:9) T (%: 9T (%:9)T (X,:9) (2-2)
=0, f (x:9)
Gi bratdés Il aw (1931) provides a foundati on

normal distribution'® Thereafter, Friedman (1957) argues consumpfexpenditure)is
approximately the same as income. Also, Battistin and Blundell (2009) show that
consumption(expenditure)has better fitting to lognormal distribution compared to income.
By following to Gibmat (1931), Friedman (1957), and Battistin and Blundell (2009), | estimate
the expendituradistribution using logormal distribution in thiginalytical chaptet’ Suppose

X is a lognormal distributed random variable, agd and U are mean and SD,
respectively Lognormal probability density function and its mean and SD are described as

equations B, 24 and 25.

1 & [In (x) /7] § 03

F(x)= \/Es expé@ le (0,1) (2-3)

m:exp%ms—;gand (2-4)
(; -

19 paret® kaw (1897) fits to the tail (very high income) of income disttibn.

20 To check the fitting of VLSS/VHLS$expenditure data to logarithm normal distribution,
ShapireWilk test and ChiSquared Goodness of Fit test can be emplogéd\jshino and
Kakamu, 2011).
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s =22 exp2- 1)]. (2-5)
2.2.1.2. GROWTH-DISTRIBUTION DECOMPOSITIONS OF WELFARE CHANGE
Calculatiors of GE and DE

As shown inFigure 2-1, the basicidea of GID follows Kakwani and Subbarao
(1990; Jain and Tendulka1990; Ravallion and Hupp{199]); Datt and Ravallior{1992);,
Kakwani (1993, Kakwani(2000; and Bourgignon (2003 and Bourgugnon (2004. The
decompositions are conducted basethetines in eacliecileof thebottom 40 percent in each
area andsurvey yearThere are two ways to calculate GE and DE degndn which
distributiors move first either initial or new, sd calculate GE and DE as an average of both
ways. Passtudies danot seem to consider the decomposition that shifts new distribution to
the initial distribution as in Figure2-3. GE and DE differby each way of decomposition,
respectively: (i) GE tends to be larger and DE tends to be smaller in the decomposition of
initial distribution to the right shift compared to the decomposition of new distribution to the
left shift (Figures 24 and 25). That is, the average magnitude of GE during the period of
19932014 in the decomposition of initial distribution to the righiftsis around twice larger
than the one of new distribution to the left. Meanwhile, while the average magnitude of DE
during the period of 1993014 inthe decomposition of initial distribution to the right shift is

about negative 11070 percent, new digbution to the left is about positive 22B70 percent.
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Figure 22: Growth and distribution decompositions of poverty and distributional changes:
shift of initial distribution to the right
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Figure 23: Growth and distribution decompositions of poverty and distributional changes:
shift of new distribution to the left
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Figure2-4: AverageGE differencebetweershifts of initial distribution to the right antew
distribution to the lefby area
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Note: GE is the average of GE duritite period of 1992014 in each aee

Figure2-5: AverageDE differencebetweershifts of initial distribution to the right antew
distribution to the lefby area
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Note:DE is the average of DE duritige period of 1992014 in each area.
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2.2.2. DATA

This chapteremploys RPCE from the Vietnam Living Standard Surveys (VLSSSs)
1993 and 1998; and the Vietham Household Living Standards Surveys (VHL538D4,
2006, 208, 2010, 2012 and 2014as a measuneentof welfare The sample size in each

survey is summarized in Taliel.

Table 21: Sample size by area and year

1993 1998 2002 2004 2006 2008 2010 2012 2014

Urban 960 1,730 6,909 2,250 2,307 2,352 2,649 2,703 2,781
Rural 3,839 4,269 22,621 6939 6,882 6837 6,750 6,696 6,618

Overall 4,799 5999 29,530 9,189 9,189 9,189 9,399 9,399 9,399

Source: Author based on VLSS1993 and 1998; and VHLSS2002, 2004, 2006, 2008, 2010, 2012
and 2014

Nominal expenditures adjusted by month and region, and then converted to real value
by using time series deflators with the base yea&005. Expenditureis a better proxy of
welfare than incomegspeciallyin developing countries, because (i) incomdasvedlargely
from seltemployment and (ii) seasonal fluctuatianof incomeare larger thanexpenditure
(Alderman and Paxsoi994; Paxsonl993) and (iii) while income is likely to be understated,
househtds are ofterable to recalexpenditureaccurately(Donaldson 1992; Lanjouw 1996;

Blundell and Prestqri998; Haughton and Khandk&009,pp20-30).

2L VLSS andVHLSS arenationally representative househslarveys primarily conducted by
the General Statistical Office (GSO) of Vietnam to evaluate the living standardbdor
purpose oktructuring, monitoring, supervising and evaluating seconomic policies such
as FiveYear Plans and Te¥ear Plans.
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2.3. ANALYSIS
2.3.1. ESTIMATION OF WELFARE DISTRIBUTION

As described in the methodology section, samptdRPCE from VLSS/VHLSSs are
approximated by lognormal distribution to estimate population distribution by area in each
survey year (Appendikigures2-6, 2-7 and 2-8). As time goes bythe mode value increases
and the shape of distribution flattens (AppenBigures 2-9, 2-10 and 2-11). Notably, the
mode in each distribution is always closest to the peticerile (the bottom 30 percent of the
total Vietnamese population) compared to thleeodecilesduring the period 019932014
(Table 22)?% Even if | only extract population from urban and rural for each,utfique

characteristics the same over time.

ZKakwani (1993) analyzes the GE and DE of
Standards Survey conducted from188%2 98 6. Unl i ke Vi et namds s
d

n
10 percent of the Cote 0l voire survey ha
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Table 22: Amount of each gantile and mode by area and year (1,000 VND)

19931998 19982002 20022004 20042006 20062008 20082010 20102012 20122014

Overall Q4 540 1,640 1,860 2,800 4,300 7,800 16,200 29,400
Q3 460 1,420 1,600 2,300 3,700 6,600 13,900 25,000
Q2 400 1,200 1,360 1,900 3,100 5500 11,400 20,800
o1 320 940 1,060 1,500 2,300 4,300 8,700 16,000
Mode of New Dist. 1,420 1,600 2,260 3,600 6,500 13,200 24,100 37,800
Mode of Initial Dist. 480 1,420 1,600 2,300 3,600 6,500 13,200 24,100
Urban Q4 880 2,760 3,240 4,900 7,400 11,600 23,900 42,400
Q3 760 2,380 2,760 4,100 6,300 9,900 20,500 36,700
Q2 620 1,980 2,300 3,400 5,300 8,300 17,100 31,000
Q1 480 1,540 1,760 2,600 4,100 6,400 13,300 24,600
Mode of New Dist. 2,380 2,740 3,920 6,200 9,700 20,000 36,600 55,800
Mode of Initial Dist. 720 2,380 2,740 4,000 6,200 9,700 20,000 36,600
Rural Q4 500 1,460 1,700 2,500 3,900 7,000 14,400 26,000
Q3 440 1,280 1,480 2,100 3,300 6,100 12,300 22,400
Q2 380 1,120 1,280 1,800 800 5100 10,300 18,800
Q1 320 920 1,040 1,400 2,200 4,100 8,100 14,700
Mode of New Dist. 1,340 1,540 2,160 3,400 6,100 12,100 22,100 34,200
Mode ofnitial Dist. 460 1,340 1,540 2,200 3,400 6,100 12,100 22,100

Source: Author based on VLSS1993 and 1998, and VHLSS 2002, 2004, 2006, 2008, 2010, 2012 and 2014

36



2.3.2. GROWTH-DISTRIBUTION DECOMPOSITIONS OF WELFARE
CHANGE

The resultsummarized in Tablg-3 and 24 suggest that the increaseRIPCE has
been largely induced by GE. Thosdhelowerdedles are more elastic to GE and less elastic to
DE in any year and any area of the sunfySonsistent trends of GE and DEer time were
not observedespite ineligible events during the period, such as two financial crises in the late
1990s and 2000w surgein inflation rates, and thé&ansitionto an open markebriented

economy, among others

23 One of the main findings of Kakwani (1993) is that the larger the difference of the poverty
line from themode of distribution, the smaller the absolute magnitude of the poverty elasticity
to mean growth will be. In his study, Kakwani comparedréseilts of two poverty lines that
are roughly the poorest 10 percent which happens to be the mode of the distribution, and th
poorest 30 percent of the total popul atio
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Table 23: Resuls of GE and DE by area during the period of 12986

19931998 19982002 20022004 20042006
GE DE GE DE GE DE GE DE
Urban Q4 70% 30% 70% 30% 87% 13% 92% 8%
Q3 71% 29% 84% 16% 98% 2% 101% -1%
Q2 73% 27% 105% -5% 108% -8% 106% -6%
Q1 79% 21% 136% -36% 116% -16% 108% -8%
Rural Q4 73% 27% 80% 20% 88% 12% 92% 8%
Q3 75% 25% 94% 6% 98% 2% 99% 1%
Q2 78% 22% 109% -9% 106% -6% 102% -2%
Q1 85% 15% 139% -39% 114% -14% 107% -1%
Overalll Q4 70% 30% 79% 21% 83% 17% 89% 11%
Q3 72% 28% 91% 9% 95% 5% 99% 1%
Q2 75% 25% 106% -6% 106% -6% 104% -4%
Q1 82% 18% 126% -26% 116% -16% 108% -8%

Source: Author based on VLSS1993 48998, and VHLSS 2002, 2004, 2006, 2008, 2010, 2012 and 2014
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Table 24: Resuls of GE and DE by area during the period of 2@04.4

20062008 20082010 201062012 20122014
GE DE GE DE GE DE GE DE
Urban Q4 90% 10% 85% 15% 93% 7% 91% 9%
Q3 98% 2% 85% 15% 93% 7% 98% 2%
Q2 102% -2% 87% 13% 94% 6% 104% -4%
Q1 106% -6% 93% 7% 98% 2% 108% -8%
Rural Q4 91% 9% 83% 17% 91% 9% 88% 12%
Q3 91% 9% 84% 16% 92% 8% 96% 4%
Q2 93% 7% 87% 13% 93% 7% 102% -2%
Q1 98% 2% 93% 7% 98% 2% 107% -7%
Overall Q4 92% 8% 85% 15% 91% 9% 88% 12%
Q3 93% 7% 85% 15% 92% 8% 97% 3%
Q2 94% 6% 87% 13% 93% 7% 102% -2%
Q1 99% 1% 93% 7% 98% 2% 107% -7%

Source: Author based on VLSS1993 and 1898, VHLSS 2002, 2004, 2006, 2008, 2010, 2012 and 2014
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2.4. CONCLUSIONS

The results suggest that the increasexgfendituréhas been largely induced by GE.
Those situated in lower quantiles are more elastic to GE and less elastic to DE. Consister
trends of GE and DE over time were not observed. These results support prioritizing
growth-enhancing policies forapid poverty rediction while reinforcinga time-consuming

redistributionsystem.

For the further research, it would be interesting to do GDD of welfare change by
other classifications of people like educatioaehievemenaindtype ofindustry. Depenitig
on thevariables,the elasticity of GE and DE with respect to poverty change should be
different. If further research can identify eactasticity, policy interventionwill enable
societyto reachunderservedyroupsand helpimprowve their living standards. Alsd, plan to
examine the mechanisms kfu z n dnvestéd $Jshape hypothesis by employing letegm

household surveys in other countrieluding developed oise
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AppendixFigure 26: SampleLNRPCE and the estimated lognormal distributions by area during the period o20023
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Source: Author based on VHLSS1993, 1998 and 2002
Note: One unit of horizontal axis is 100,000VND.



AppendixFigure 27: SampleLNRPCE and the estimated lognormal distributions by area during the period of220@4

Source: Author based on VHLSS2004, 2006 and 2008
Note: One unit of horizontal axis is 100,000VND.
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