
 

 

Dynamics of Poverty, Growth and Inequality: A Case of Vietnam 

by 

Takahiro Yamada 

 

 

DISSERTATION 

Submitted in Partial Fulfillment of the Requirements for the Degree of 

DOCTOR OF PHILOSOPHY IN INTERNATIONAL DEVELOPMENT 

Economic Development Policy and Management Program 

 

 

GRADUATE SCHOOL OF INTERNATIONAL DEVELOPMENT 

NAGOYA UNIVERSITY 

 

Approved by the Dissertation Committee: 

Kiyoshi Fujikawa (Chairperson) 

Sanae Ito (Sub-advisor) 

Eiji Mangyo (Sub-advisor) 

Shinji Kaneko (External referee) 

 

Approved by the GSID Faculty: March 6, 2017 



 

i 

ABSTRACT 

This dissertation examines dynamics of poverty, growth and inequality, with a specific 

focus on labor mobility. While a recurring point in discussions on development is if  the main 

focus of development plans should be placed on growth, or poverty, and/or on inequality, 

one-country studies comprehensively investigating these issues 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 decomposes dynamic welfare change into growth effect (GE: change in the 

mode of expenditure of the population) and distribution effect (DE: change in the shape of 

distribution) from a macro perspective. Decompositions are applied to the distributional change 

of aggregated expenditure of the bottom 40 percent into GE and DE. Conventional discussions 

have almost always concluded that economic growth is good for the poor, but have discussed 

less the contribution of GE in the comparison to DE. Aggregated expenditure is approximated 

by logarithm normal (lognormal) distribution to calculate rigorous probability functions using 

VLSS/VHLSS during the period of 1993-2014. The two types of decompositions are conducted 

based on the lines in each decile of the bottom 40 percent by area in each survey year. The 

results suggest that the increase in expenditure has been largely induced by GE. Those who 

situated in lower quantiles are more elastic to GE and lesser elastic to DE. Inequality, measured 

by DE, negatively affects the living standards of the bottom 10 and 20 percent according to the 

area and year, but the magnitude is not great (sufficiently offset by GE). Consistent trends of 

GE and DE over the time period were not observed. These results support prioritizing 

growth-enhancing policies for rapid poverty reduction while reinforcing a time-consuming 

redistribution system.  
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Contrary to Chapter 2, Chapter 3 verifies dynamic welfare change of the bottom 40 

percent in a micro dimension by employing quantile regression with the same time span. This 

chapter investigates urban and rural inequality using Blinder-Oaxaca decomposition 

(regression-based decomposition) and Theil T decomposition, too. Past studies have attributed 

the source of inequality across quantile to the difference in economic conditions by education 

and ethnicity, among others, during the 1990s and 1992-2006. The urban-rural gap is mainly 

explained by years of education, job sector, remittances, and ethnicity of the head of household. 

Education has been the strong explanatory factor explaining the welfare of people in Vietnam 

measured by lognormal real per capita expenditure during the period of 1993-2014. The effect 

has been getting larger as time goes by. Similarly, service sector jobs have provided higher 

earning opportunities, although the relative importance of the industrial sector has been getting 

small. At least in 1994 and 2004, the role of foreign remittances was significant. However, the 

effect became marginal as of 2014. On the other hand, the relationship of domestic remittances 

reversed compared to the foreign remittances. Ethnic minorities have been left behind and not 

received the benefits of economic growth. The gap of living standards between the Kinh 

majority and other ethnic minority groups has been diverging. As for the inequality, overall, 

inter-area and inter-regional inequalities were widening in Vietnam during the period of 

1993-2004, but were converging from 2004 to 2014. Within areas/regions, inequalities were 

converging from 1993 to 2004 and then diverging from 2004 to 2014. 

Chapter 4 discusses the reasons for the economic growth and inter-sectoral wage 

inequality in Vietnam from the perspective of dynamic labor mobility during the period of 

2004-2014. To analyze dynamic labor mobility, this chapter revisits the labor surplus theory 

under the dualistic economy. According to the analytical results, notably with the comparison 

between the marginal productivity of labor and the real wage rate in the agricultural sector, the 

marginal productivity of labor is still greater than the real wage rate in the sector. That is, the 
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marginal productivity of labor is still 49.1 percent of the real wage rate as of 2014. Thus, it is 

plausible that the Vietnamese economy did not reach the turning point by the end of the decade, 

implying the existence of vast amounts of cheap labor in the agricultural sector and a 

continuously diverging real wage rate gap between agricultural and non-agricultural sectors. 

Vietnamôs growth would be sustained by the development of the non-agricultural sector with 

the absorption of cheap labor supplied by the agricultural sector. 

 Given the findings of Chapters 2, 3 and 4, Chapter 5 addresses the following 

questions: (i) what determines individual urban migration decision in Vietnam? There are many 

studies that deal with migration determinants. However, those studies have not explicitly 

investigated the determinants of migration from the perspective of intergenerational linkage ï 

the childrenôs migration decisions in a relationship with the parentsô socio-economic status (job 

sector). According to the probit estimation results, the propensity of migration is higher for 

relatively young and the people with higher educational attainment. Having said that, those 

children, whose parents work in the agriculture sector; tend to opt most often to migration, 

which contradicts to the original hypothesis that the mobility of poorer people is low (those 

households where the heads of households are working in the agricultural sector). It is implied 

that migration decisions in Vietnam would be triggered by economic incentives such as income 

differentials between urban and rural areas. 

Chapter 6 then concludes the dissertation with policy implications based on the 

analytical results of the four chapters. Economic growth has been the dominant contributor to 

the poverty reduction in Vietnam, which has led to monumental poverty reduction from 

around 60 percent to less than 5 percent (headcount ratio) over the past two decades. This 

supports growth-enhancing policies 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 
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supporting policies for the vulnerable in the forms of social protection, subsidy, and 

conditional cash transfer. Determinants of poverty and urban-rural inequality in Vietnam have 

been consistently explained by the years of education and job sector of the household head, 

among others, during the period of 1993-2014. Hence the authorities should maintain their 

budgets for educational for poorer people. Labor mobility in the form of agriculture to 

non-agriculture (particularly service sector) and rural-urban migration increases living 

standards 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 the so-called ho khau system in Vietnam, 

which is similar to the Chinese hukou system of restricting where people can live, was 

abolished in 2006, Vietnamese migrants in the urban area are still reported to have been 

discriminated on in terms of access to public services, such as education and health. 

Keywords: poverty; inequality; economic growth; growth-distribution decomposition of 

dynamic welfare change; economic inequality using Theil index, Blinder-Oaxaca 

decomposition and quintile regression; labor mobility; marginal productivity of labor; shadow 

wage; market wage; stage of development verified by the turning point; labor surplus theory; 

labor migration; determinants of migration; intergenerational linkage; Multinomial Probit 

Model; relative correlation restriction; Vietnam.   
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CHAPTER 1: INTRODUCTION 

1.1. BACKGROUND 

Commitments to Ending 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 dream 

(Ravallion 2015, p88). This statement, based on scientific knowledge made by a prominent 

poverty economist, is very encouraging for human beings committed to combatting absolute 

poverty for the first time in history
1
. Primary agendas of the international 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 as ñtwin goals: ending extreme poverty to no more 3 percent 

by 2030, and promoting shared prosperity and greater equity in the developing world, measured 

as the income of the bottom 40 percent
2
 in any given countryò (World Bank, 2015, p3). 

Subsequently, in 2015, international society saw an important transition from the Millennium 

Development Goals (MDGs) to the Sustainable Development Goals (SDGs), with the success 

notably in MDG 1.a ï halving extreme poverty from the 1990 level, which was accomplished in 

2010. In this regard, the SDGs expand their aim to eradicate extreme poverty for all people 

everywhere, measured as people living on less than $1.25 a day by 2030. Also, the SDGs added 

                                                 

1
 I follow the definition of poverty as a ñpronounced deprivation in well-being (Haughton, J. 

and Khandker, S. R., 2009, p1)ò. Well-being is the command over commodities in general, so 

the poor do not have enough income or expenditure defined by some threshold below (e.g. 

$1.25 a day, 2005 Purchasing Power Parity (PPP)). 

2
 Robert S. McNamara, president of the World Bank from 1968 to 1981, stated at the 1972 

Annual Meetings of the World Bank, ñthe poorest 40 percent of the citizenry is of immense 

urgency since their condition is in fact far worse than national averages suggest. [é] 

Policies specifically designed to reduce the deprivation among the poorest 40 percent in 

developing counties are prescriptions not only of principle but of prudence.ò (Jolliffe et al., 

2014, p26). 
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a goal with respect to inequality, which is Goal 10: reduce inequality within and among 

countries. One of the specific targets of Goal 10 is to progressively achieve and sustain income 

growth of the bottom 40 percent of the population at a rate higher than the national average by 

2030 (World Bank, 2016, p27).  

Current World Poverty and the Trajectory from Now On 

According to the World Bank (2015, p6), since 1990 the number of people living in 

extreme poverty has been halved to around one billion people, equivalent to 14.5 percent of the 

worldôs population and 17 percent of the developing worldôs population. This estimation uses 

an international poverty line of $1.25 a day (2005 PPP), which is an average of the national 

poverty lines of the 15 poorest developing countries
3
. There have been great steps toward 

reducing poverty, but the fact is that there are many people in the world who remain mired in 

extreme poverty. Shared prosperity goals to increase per capita real household income or 

consumption of the bottom 40 percent focus on each countryôs population and do not have 

global-level targets. Therefore, tracking the progress goes with comparable national 

representative household surveys for many waves until 2030. The idea of shared prosperity is 

well visualized by Lakner et al (2014, p4) in Figure 1-1. This illustrates the distribution of the 

extreme poor, the non-poor bottom 40 percent, and non-poor top 60 percent in 2011 and 2030. 

The horizontal axis denotes population in millions in each country and the vertical axis denotes 

percentiles within countries. The total areas (calculated by the sum of area) are A: Poor, B: 

Bottom 40 percent non-poor; and C: Top 60 percent non-poor. The extreme poor (area A1 + 

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 A1), and 9.7 percent are in the top 60 

                                                 

3
 As of October 2015, the new global poverty line was updated to $1.90 a day using 2011 PPP. 

In spite of the increase of the minimum threshold of poverty, the World Bank still kept its 

twin goals for 2030 as they are still possible to meet, though not easil y. 
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percent (area A2) in 2011. The bottom 40 percent in each country amounted to 2.78 billion 

people (area A1 + B), of whom 37 percent are extremely poor (area A1) and 63 percent are 

non-poor (area B). This figure provides a clear picture of the distribution of wealth in the world. 

By decomposing the bottom 40 percent, this figure helps highlight the bottom 40 percent 

non-poor (area B) as a major policy target in addition to the extreme poor described in area A. 

Lakner et al. (2014) also provide their estimation of the distribution in 2030. This explains the 

large decrease of area A (both A1 and A2), the huge decrease in poverty. 

Figure 1-1: Distribution of the extreme poor, non-poor bottom 40 percent and non-poor top 60 

percent in 2011 and 2030 

 

Source: Lakner et al (2014) 

Note: Based on the idea by Beegle et al. (2014), Lakner et al. (2014) updated data for 2011 and 2030 

(distribution-neutral growth, meaning not necessarily leading to either a worsening or an improvement in 

distribution).  
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Poverty, Growth and Inequality 

What instruments could reduce poverty and narrow inequality? There is a strong 

linkage between poverty and inequality with economic growth
4
. Economic growth has been 

essential for reducing extreme poverty, but even if all countries grow at the 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 Bank, 2014, p1). 

Economic growth is the change of industrial output composed of the agriculture, industry and 

service sectors on the production side. It is easy to imagine that poverty would be reduced if 

industrial output in fields where large numbers of poor people work were to increase, but if 

output growth is concentrated in an industry where only the non-poor work, inequality between 

poor and non-poor diverges. A recurring point in discussions on development is if  the main 

focus of development plans should be placed on growth, or poverty, and/or on inequality (Jain 

and Tendulkar, 1990; Kakwani and Subbarao, 1990; Kakwani et al., 2000; Ravallion, 2001; 

Kalwiji and Verschoor, 2007; Bourguignon, 2004; Lopez and Serven, 2006; Ravallion, 2007). 

Given the many studies employing the regression method, notably ñGrowth is Good for the 

Poorò by Dollar and Kraay (2002), poverty reduction by economic growth has been broadly 

supported by most development economists (Besley and Burgues, 2004; Dollar et al., 2013; 

Kurosaki, 2009; Otsubo, 2009), but the relationships between growth and inequality, and 

inequality and poverty, are still open questions. Some have shown evidence that lower 

inequality contributes to poverty reduction (Ravallion and Datt, 2002; Bourguignon 2004; 

Dagdeviren et al., 2004; Ravallion, 2005; Lopez, 2006; Ravallion, 2007; Ferreira et al., 2010), 

but some other studies have shown that growth does not always benefit the poor, and 

                                                 

4
 This is a discussion on the macro level. On the micro level, for example, past studies 

support the evidence that poverty has a high correlation with human capital, such as 

educational attainment, physical capital, like land possession, and so on. 
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distributional improvement does not always reach them (Datt and Ravallion, 1992; Kakwani 

et al., 2000; Iniguez-Montiel, 2014). Ravallion and Datt (2002) and Ferreira et al. (2010), 

among others, extended their focus from macro-cross country studies to one-country panel 

studies to investigate Poverty, Growth and Inequality (PGI) relationships with careful 

approaches toward country fixed effects, such as initial conditions and regional variation. 

Labor Mobility in the Context of Poverty, Growth and Inequality 

Labor is only the asset for poor, so the livelihood strategies of individuals and 

households depend heavily on their own labor force. In aggregate level labor force (labor 

productivity) is of great importance, too, which has determined the wealth of nations for 

hundreds of years (e.g. Smith, 1776). 

Lewis (1954) investigated the path of economic development via the labor shift from 

the traditional sector (agriculture) to the capital-intensive sector (non-agriculture), which is 

triggered by the wage difference between those sectors, under the dual economic framework.
5
 

This is the so-called Lewis model or dual sector growth model (see the details in Chapter 4). 

Economic growth is achieved by urban expansion using surplus labor supplied by the 

traditional sector, which leads to poverty reduction of migrant labor from rural areas. This 

also implies that inequality is the consequence of the difference of marginal productivity of 

labor between the traditional and the capital-intensive sector. This model still defines the 

interaction of labor mobility and economic development dynamics that is the typical 

phenomenon in the growing developing economies (e.g. Harris and Todaro, 1970; 

Bourguignon and Morrisson, 1995; Ranis, 2004; Temple, 2005). On the other hand, Stark and 

                                                 

5
 His innovative idea explaining economic development was awarded the Nobel Prize in 

Economics, jointly with Theodore Schultz for his work in economics of agriculture and 

human capital theory. 
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Bloom (1985)ôs literature ñNew Economics of Labor Migration (NELM)ò, fairly influenced 

by neoclassical economics, has been favored among economists in the context of labor 

migration analysis recently, which regards labor migration accompanied by remittance 

behavior as a livelihood strategy of rural households in developing countries. 

Vietnam: From One of the Poorest to One of the Most Successful Development Countries 

Vietnam has been one of the most successful countries in reducing absolute poverty 

along with promoting higher and more stable economic growth over the past 30 years ï a 

good country case study for analyzing the PGI relationships. Vietnam launched the Doi Moi 

reforms in 1986, aimed at liberalization and integration into the international economy, with 

effects spanning the period between 1986 and the 1990s. Since the introduction of Doi Moi, the 

basis for the economic development has been strengthened - then the benefit of economic 

development leads to social development thereafter. 

The real GDP growth rate in Vietnam inched up from five percent (constant prices 

with 2010 base year) on average in the 1980s
6
 to 7.4 in the 1990s, and 6.6 averages in the 2000s, 

according to my compilations using the World Development Indicators (WDI) of the World 

Bank. While the real GDP growth rate has decelerated to six percent on average over the past 

five years, it still maintains robust growth compared to the averages of other countries in East 

Asia and the Pacific (4.8 percent), Lower-Middle Income Economies
7
 (5.8 percent) and the 

world (2.9 percent). Economic reforms conducted between the 1980s and 1990s in Vietnam, 

particularly in the areas of macroeconomic stabilization, were the trade liberalization, 

introduction of positive real interest rates and initial property rights reform in agriculture, which 

                                                 

6
 Source: World Economic Outlook (WEO) database, IMF, April 2016. 

7
 Lower-Middle Income Economies are those with a GNI per capita between $1,026 and 

$4,035 defined by the World Bank. 
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contributed to the rapid economic growth of the 1990s (Dollar, 2002). Subsequent reforms 

included the major steps for the de-collectivization of agriculture in 1988, the 1992 Law on 

Enterprises, the creation of tradable land-use rights under the 1993 Land Law, the 1996 Foreign 

Investment Law, and liberalization of the trade regime (World Bank and Ministry of Planning 

and Investment (MPI) of Vietnam, 2016, p80). In 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; accession to the Association of Southeast Asian Nations (ASEAN) in 1995; becoming a 

member of Asia-Pacific Economic Cooperation Conference (APEC) in 1998; and accession to 

World Trade Organization (WTO) in 2007
8
, among others (see Figure 1-2). In the 1980s and 

early 1990s, Vietnam faced hyperinflation. The average inflation rate between 1980-1985 was 

66 percent (Figure 1-2). Following this period, inflation surged to 233.6 percent during the 

period of 1986-1992, with a peak of 453.5 percent in 1986 (Figure 1-2), due to an inefficient 

production and distribution system that led to the shortage of the supply of goods and excess 

domestic demands. It fell to 8.4 percent in 1993, down from at 37.7 percent in 1992 (Figure 

1-2), and thereafter Vietnam has contained inflation relatively well, although the level was 

still high compared to the international standards. The 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 Vietnam from late 1991 to early 1997 (Ohno, 2003). 

                                                 

8
 After becoming a member of WTO, Vietnamôs economic integration to the world has 

proceeded via bilateral and multilateral Free Trade Agreements (FTAs). As of December 2016, 

Vietnam has 16 FTAs, including those under the negotiations according to ADB Asia 

Regional Integration Center (https://aric.adb.org/fta-country). I accessed this information on 

December 1, 2016.  
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Figure 1-2: Real sector development and major historical events in Vietnam 

 

Source: Author based on WDI, the World Bank and Ministry of Foreign Affair (MOFA) of Japan
9
 

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 all 

resident producers in the economy plus any product taxes and minus any subsidies not included in the 

value of the products. It is calculated without making deductions for depreciation of fabricated assets 

or for depletion and degradation of natural resources. Estimation of inflation starts in 2015. 

 Economic liberalization and economic integration to the world after Doi Moi have 

been accompanied by the structural transformation in the economy. While the share of GDP 

of the agricultural sector on the consumption side was around 40 percent before Doi Moi (in 

1985), it has shrunk by half in 30 years, and that portion has been replaced by outputs by the 

industrial sector. The share of GDP in the service sector is more or less same, at around 60 

percent (Figure 1-3). This structural change can be explained by the strengthened external 

                                                 

9
 I referred the webpage of MOFA of Japan for the historical events of Vietnam 

(http://www.mofa.go.jp/mofaj/area/vietnam/data.html#section1). I accessed this webpage on 

November 28, 2016. 

http://www.mofa.go.jp/mofaj/area/vietnam/data.html#section1)
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position in the country, which is exhibited by the expansion of exports. Emerging counties 

typically have large trade deficits because of the increasing domestic demands driven by 

growing economic activities, but Vietnam has almost offset its imports with its exports 

(Figure 1-4). Much of its 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, 2016, p5). 

Figure 1-3: Share of GDP in Vietnam: production side 

 

Source: Author based on WDI, the World Bank 
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Figure 1-4: Share of GDP in Vietnam: consumption side 

 

Source: Author based on WDI, the World Bank 

Per capita GDP growth was also robust and stabilized in Vietnam: the average per 

capita GDP growth during the period of 1991-2014 (percent) and standard deviation of per 

capita GDP growth ranked second best position among many other countries (Figure 1-5). 

These remarkable achievements are along with human development. Poverty in Vietnam was 

2.4 percent of the poverty headcount ratio at $1.25 a day (2005 PPP) in 2012, a monumental 

improvement from 63.8 percent in 1993
10

 (Table 1-1). Similarly, the severity measurement of 

                                                 

10
 Source: PovcalNet, the World Bank. These data are adapted from the World Bankôs 

PovcalNet, based on the World Bankôs 1.25 international dollars a day using Purchasing 

Power Parity (PPP) exchange rates for household consumption from the 2005 International 

Comparison Program, with data from more than 1,000 household surveys across 128 

developing countries and 21 high-income countries. For reference purpose, I 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 International Comparison Program 

with data from more than one thousand household surveys across 138 countries in six 

regions, and 21 other high income countries.  



 

12 

poverty index
11

, poverty gap index and the squared poverty gap index show significant 

improvement ï the poorest of the poor have increased their living standards as measured by 

consumption. Inequality in Vietnam as measured by Gini index is in the lowest category 

according to UNU-WIDER, World Income Inequality Database (WIID 3.3) (Figure 1-6). In 

addition, the Gini index in Vietnam has maintained fairly stable movement on the average of 

36.5 with standard deviation 1.3 during the period of 1992-2012, using 1.25 international 

dollars a day as the poverty threshold with 2005 PPP dollars from PovcalNet of the World 

Bank (Table 1-1). 

                                                 

11
 The poverty gap index (PG index) measures the depth of poverty. PG index is described in 

the equation F-1. 

PG index =  )(
1

1 z
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where N is the population, z is the poverty line, q is the number of individuals below poverty 

line, yi is the income or expenditure of individual j. The poverty gap is denoted by the function 

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

function )(
z

yz i-
 in the equation F-1 to focus on the poor fall far from the poverty line. 
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Figure 1-5: Robust and stabilized growth in Vietnam 

 

Source: World Bank (2016, p4) 

Table 1-1: Consumption poverty and inequality index in Vietnam 

 

Source: Author based on PovcalNet, the World Bank 

Survey

year

Poverty

line

Poverty

head count

ratio (%)

Poverty gap

ratio (%)

Poverty gap

square ratio

(%)

Gini

index

Survey

year

Poverty

line

Poverty

head count

ratio (%)

Poverty gap

ratio (%)

Poverty gap

square ratio

(%)

Gini

index

2012 1.25 2.44 0.55 0.24 35.62 2012 1.90 3.23 0.58 0.16 38.70

2010 1.25 3.93 0.84 0.33 39.25 2010 1.90 4.78 0.99 0.33 42.68

2008 1.25 16.82 3.74 1.24 35.57 2008 1.90 16.17 4.06 1.49 38.15

2006 1.25 21.44 5.31 1.87 35.75 2006 1.90 22.01 5.52 2.07 37.44

2004 1.25 31.40 8.45 3.03 36.81 2004 1.90 27.12 7.02 2.66 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 5.88 35.51 1998 1.90 34.79 8.59 3.11 35.44

1992 1.25 63.76 23.59 11.02 35.68 1992 1.90 49.21 14.95 6.14 35.65
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Figure 1-6: Visualized Gini index in the world during the period of 2006-2010 

 

Source: WIID 3.3, September 2015. 

Socio-economic development has accompanied by the mobility of people. Based on the 

analysis by GSO (2011) using Census data of Vietnam, it is observed that migrants
12

 are 

increasing during the period of 1989-2009. As of 2009, the number of migrants is 6.8 million 

(8.6 percent of the population), of which the largest body is composed by inter-provincial 

migrants (3.4 million or 4.3 percent of the population) followed by inter-district migrants (1.7 

million or 2.2 percent of the population) and intra-district migrants (1.6 million or 2.1 percent 

of the population). Immigrants
13

 are just 41 thousand (0.1 percent of the population) in the 

                                                 

12
 In this section migrants are defined as people whose place of residence 5 years prior to the 

time of the Census (e.g. migrants in 1989 are in the survey area during the period of 1984-1989). 

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 Vietnam is internal 

migration. As in the Table 1-2, inter-provincial migration has been mostly increasing among 

other types of migration over the past two decades. 

Table 1-2: Migrant and non-migrant population from 1989 to 2009 

 

Source: Author based on GSO (2011, p21), Table 2.1. 

When it comes to the urban and rural framework, migration is larger from rural areas to 

the urban centers (rural-urban migration), than vice versa (urban-rural migration). As of 2009, 

population share of rural-urban migrants is 8.9 percent, up from 7.2 percent in 1999, followed 

by urban-urban migrant (7.4 percent, down from 8.2 percent in 1999). Meanwhile, urban-rural 

and rural-rural migrant numbers are relatively small. 

 

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

1989 1999 2009
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Table 1-3: Migrant and non-migrant population by migration destination from 1999 to 2009 

  

Source: Author based on GSO (2011, p25), Table 2.3. 

Population Share (%) Population Share (%)

Urban-urban migrant 971486 8.2 1719056 7.4

Rural-urban migrant 855943 7.2 2062171 8.9

Urban non-migrant 10089625 84.7 19413699 83.7

Urban total 11917055 100.0 23194927 100.0

Urban-rural migrant 219718 0.6 547626 1.0

Rural-rural migrant 760939 2.2 2204430 4.0

Rural non-migrant 33778197 97.2 52273214 95.0

Rural total 34758854 100.0 55025270 100.0

9.6

11.2

4.5

4.7

Rural destination

Urban destination

5.9

9.2

6.8

6.9

1999 2009 Annual growth

rate (%)
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BOX 1: BRIEF HISTORY OF VIETNAM FROM POST-WWII TO THE 

INTRODUCTION OF DOI MOI TOWARD SOCIALIST-ORIENTED 

MARKET ECONOMY14 

Post-World War II (1946 ï 1975) 

     After World War II, Vietnam was still under French rule despite its declaration of 

independence, but the communist forces led by Ho Chi Minh defeated France at Dien Bien Phu 

in 1954. Under the Geneva Accords of 1954, Vietnam was split into the Ho Chi Minh-led 

communist government ruling the North and the Ngo Dinh Diem-led Republic of 

Vietnamðbacked by U.S. ruleðin the South. Thereafter North Vietnam allied with the Soviet 

Union and China for further military support. In response to this, the U.S. increased its 

support to South Vietnam. Under the escalation of conflict between the North and the South 

triggered by the attack to the South by the Communist North during the Tet Offensive in 

1968, the public opinion of U.S. against the war on Vietnam turned sour and the international 

society strongly criticized the war in Vietnam. Given the Paris Peace Accords of January 

1973, U.S. troops were withdrawn and North Vietnam absorbed the South under the Socialist 

regime. As a result, it is said that this war left few millions of deaths. 

Building of Socialist System with the Economic Stagnation in the End (1976 ï 1986) 

     While South Vietnam developed a relatively open market economy, North Vietnam had 

implemented a Socialist system. The Socialist system has several unique characteristics: (i) 

the Communist party, under a one-party regime, has the right to reach decisions on issues 

                                                 

14
 In this section I referred Tran (2010, pp44-54) and the webpage of Central Intelligence 

Agency, U.S. (https://www.cia.gov/library/publications/the-world-factbook/geos/vm.html). I 

accessed to this web page on December 1, 2016. 
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such as the economy, society and culture in the state; (ii) all economic activities fall under the 

centralized system and resources are allocated according to the plan (not through market 

forces); (iii) the economic structure is basically self-contained, not joint production with other 

countries, and the country prioritizes heavy industry because of the need to strengthen 

defense. After the integration of the North and the South, the Communist Party spread the 

Socialist system to the South. However, the series of policies under the Socialist regime led to 

severe economic stagnation and international isolation for around a decade. In response, the 

Communist Party finally decided to incorporate a market economy while keeping Communist 

regime to reconstruct the economy - the introduction of Doi Moi policy. 

1.2. OBJECTIVES 

Given the Section 1.1 Background, the purpose of this dissertation is to contribute to the 

scientific knowledge about the dynamic relationships among poverty, growth and inequality, 

notably from the perspective of labor mobility, by taking Vietnam as a good case study from 

which to learn. The perspectives of the analysis are from both the macro and micro sides to 

gain a better understanding of the dynamics of a nation. Specific objectives for each analytical 

chapter are as follows. 

- Chapters 2 and 3: Study the evolution and determinants of welfare dynamics. 

- Chapter 4: Study the reasons for higher economic growth rates and inter-sectoral welfare 

inequality from the perspective of labor mobility. 

- Chapter 5: Study the determinants of labor mobility from lower productive to higher 

productive places. 
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1.3. RESEARCH QUESTIONS AND HYPOTHESES 

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

dissertation seeks answers to the following questions. 

- Questions in Chapter 2: Numerically, to what extent has welfare change been achieved by 

growth and distribution effects? Does the elasticity of each effect differ by expenditure 

quantile, area, and over time? 

À Hypothesis: GE has been larger than DE with respect to welfare change. The 

elasticity of each effect should differ by expenditure quantile, particularly for people 

who are close to a mode of expenditure distribution. 

- Question in Chapter 3: Why are some people more successful at improving their standard 

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

À Hypothesis: Living standards are explained by the following factors: type of 

industry; educational achievement; minority status; place of residence; acceptance of 

foreign remittances, among others. People in urban areas are generally better off 

compared to those in rural areas. The gap of living standards between urban and rural 

areas is diverging as the economic development accelerates. 

- Question in Chapter 4: What types of labor mobility accelerate higher economic growth 

and determine inter-sectoral inequality in the country? 

À Hypothesis: Labor shift from a lower productive sector (agriculture) to higher 

productive (non-agricultural) sector helps reduce poverty and accelerate economic 

growth. Inequality is a consequence of the difference in labor productivity by sector 

and region. 
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- Questions in Chapter 5: How do individuals make the decision to migrate from lower 

productive to higher productive places? Do parentsô jobs affect childrenô migration 

decisions? 

À Hypothesis: The likelihood of migration is higher for young people and among 

households with higher human capital accumulation. Children with parents working 

in the non-agriculture sector tend to select migration decision. 

1.4. CONCEPTUAL FRAMEWORK 

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

previous sections, the conceptual framework of the dissertation is illustrated below. 

Figure 1-7: The relationships among poverty, growth and inequality from the perspective of 

labor mobility 

 

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

The principal originality of this dissertation is summarized as follows.  
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Ch.2: Growth-Distribution Decompositions of Dynamic Welfare Change in Vietnam: Evidence 

from Two Decades of Surveys, 1993-2014 

Å Estimating lognormal real per capita expenditure (LNRPCE) as accurately as possible 

by employing lognormal distribution using maximum likelihood estimation (MLE);  

Å Taking the average of two types of decompositions to calculate GE and DE;  

Å Applying detailed poverty lines (deciles of bottom 40 percent of total population) to see 

sensitive changes of GE and DE by area; and  

Å Using two decades of data to see the changes of GE and DE by the deciles and area over 

the time. 

Ch.3: Dynamics of Poverty and Inequality: Evidence from Two Decades of Surveys, 1993-2014 

Å Using two decades of data to see the change of coefficients of each independent variable 

over the time with respect to poverty variable measured by LNRPCE. 

Å Using two decades of data to verify the change within and between inequality of living 

standards under the two-sector framework (urban and rural) and regional comparisons, 

and also identify the determinants of urban-rural inequality. 

Ch.4: Effect of Inter-Sectoral Labor Transfer on Poverty, Growth and Inequality: Revisiting 

Labor Surplus Theory 

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

by Minami (1973) using nationally representative large samples. 

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

inequality in Vietnam from the perspective of labor mobility. 
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Ch.5: What determine urban migration decisions? Is there intergenerational link between 

children and their parents? 

Å Explicitly f irst investigate the effect of intergenerational link on migration decisions ï 

parental working job sector and the childrenôs migration decision. 

Å Employ the bound test proposed in Krauth (2016) for stability check of that has been 

rarely applied but useful to see the stability of the estimation results. 

1.5. METHODOLOGY AND DATA 

The dissertation employs a combination of quantitative methods and data extracted 

from either Vietnamôs national surveys or data compiled by international organizations and 

universities. Primarily quantitative methods include OLS regression, quantile regression, 

Theil decomposition, Gini index, Blinder-Oaxaca decomposition, MLE, Growth-Distribution 

decompositions (GDD), Cobb-Douglas production function and Multinomial Probability 

Model with the estimation stability check proposed by Krauth (2016). Additionally, I did 

some descriptive analyses for supplemental purposes. For the summary details, please see 

Table 1-4 below. 



 

23 

Table 1-4: Research design 

 Question Hypothesis Methodology Data 

Ch.2. 

- Numerically, to what extent has welfare change 

been achieved by growth and distribution effects?  

- Does the elasticity of each effect differ by 

expenditure quantile, area, and over time? 

- GE has been larger than DE with respect to welfare change.  

- The elasticity of each effect should differ by expenditure quantile, particularly for 

people who are close to a mode of expenditure distribution. 

- Maximum likelihood estimation 

- Growth-distribution 

decomposition of welfare change 

- VLSSs 1993 and 1998 

- VHLSSs 2002, 2004, 2006, 

2008, 2010, 2012, 2014 

Ch.3. 

- Why are some people more successful at 

improving their standard of living than others?  

- How do living standards vary across space and 

time? 

- Living standards are explained by the following factors: type of industry; educational 

achievement; minority status; place of residence; acceptance of foreign remittances, 

among others.  

- People in urban areas are generally better off compared to those in rural areas.  

- The gap of living standards between urban and rural areas is diverging as the economic 

development accelerates. 

- Theil decomposition 

- Blinder-Oaxaca decomposition 

- Quantile regression 

- OLS regression 

- VLSS 1993 

- VHLSSs 2004 and 2014 

Ch.4. 

- What types of labor mobility accelerate higher 

economic growth and determine inter-sectoral 

inequality in the country? 

- In which phase of economic development is 

Vietnam located?  

- Labor shift from a lower productive sector (agriculture) to higher productive 

(non-agricultural) sector helps reduce poverty and accelerate economic growth.  

- Inequality is a consequence of the difference in labor productivity by sector and region. 

- Lewis-Ranis-Fei Model 

- Cobb-Douglas production 

function 

- Comparison of marginal 

productivity of labor and market 

wage 

- VHLSSs 2004, 2006, 2008, 

2010, 2012 and 2014 

- WDI 

- FAOSTAT 

- WEO database 

Ch.5. 

- How do individuals make the decision to migrate 

from lower productive to higher productive places?  

- Do parentsô jobs affect childrenô migration 

decisions? 

- The likelihood of migration is higher for young people and among households with 

higher human capital accumulation.  

- Children with parents working in the non-agriculture sector tend to select migration 

decision. 

- Multinomial Probit Model 

- Stability check by Krauth (2016) 

- VHLSS 2014 

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 

contributions in this dissertation: (i) growth is good for the poor ï growth confers benefit to 

poorer people, which proves trickle-down economics is effective in the case of Vietnam
15

 

(Ch.2); (ii) inequality, measured by DE, negatively affects the living standards of the bottom 

10 and 20 percent according to the area and year, but the magnitude is not great (sufficiently 

offset by GE) (Ch.2); (iii) overall and inter-region inequalities started converging slightly in 

2014 after previously diverging (Ch.3); (iv) within areas/regions inequalities were converging 

from 1993 to 2004, and then diverging from 2004 to 2014 (Ch.3); (v) education and working 

in service sector were consistently strong drivers in improving living standards during the 

period of 1993-2014 (Ch.3); (vi) while the poverty rate has been dramatically decreasing 

overall, ethnic minorities have been left behind (Ch.3); (vii) economic growth has been 

achieved by urban output expansion utilizing cheap and plentiful laborers from rural areas 

(Ch.4); and (viii) people with parents working in the agricultural sector tend to opt most often 

to urban migration compared to people with parents in the industry and service sector (Ch.5). 

1.7. SCOPE AND LIMITATIONS 

From the overall perspective of the abovementioned sections, there are three notes on 

estimation bias worth mentioning before starting each analytical chapter. 

                                                 

15
 Trickle-down economics is regarded as an outdated concept now. This is well summarized 

in the Stockholm Statement on November 15, 2016. The statement is made by thirteen 

prominent economists, including Joseph Stiglitz, Nobel laureate, and the four former Chief 

Economists of the World Bank. The main message argues that (i) traditional economic 

thinking no longer applies ï GDP growth is not an end in itself; and (ii)  development has to be 

inclusive. The relevant webpage of the Stockholm Statement is below. I accessed to this URL 

on January 7, 2017. 

(http://www.sida.se/English/press/current-topics-archive/2016/stockholm-statement/)  
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Possible estimation bias 

Å Possible biases are generated in the course of econometric estimation, notably omitted 

variable biases. Chapter 5, which investigates the effect of intergenerational links using 

the influence of parentsô job sectors their childrenô on migration decisions
16

, faces the 

omitted variable biases derived from genetic endowments commonly shared by parents 

and their children. To test the stability of the estimation results, I employ the bound test 

proposed by Krauth (2016). However, it does not provide sufficient evidences to reach 

the causality. 

Å On the other hand, Chapter 3 does not see a one-to-one relationship between dependent 

variables and a specific independent variable (e.g. the causal effect of education on 

poverty). Hence, I depend on quantile regression and OLS regression, not employing IV 

and experimental methods, although having said that, the estimated coefficients of each 

independent variable are exposed to the omitted variables bias in particular
17

. 

Å The agricultural production function in Chapter 4 uses Cobb-Douglas production function 

supposing constant returns to scale. Production is the function of labor, capital and land. 

Exogenous technological progress is not considered in this model because the agricultural 

sector in Vietnam has shown only marginal technological progress so far. However, 

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

                                                 

16
 Past studies that examine the determinants of migration decision use instrumental variable 

(IV) estimation, the Heckman Selection Model that alleviates sampling selection bias, and 

structural equation model to simultaneously consider the migration decisions of individual as 

both individual and household decisions. Experiments cannot be applied to the migration 

phenomenon in general. 

17
 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 experiment to see general determinants of poverty. Their papers are published to 

Journal of Development Economics and The Review of Income and Wealth, respectively. 
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agricultural sector in Vietnam. Depended on these 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 chapter 6, the dissertation has four analytical 

chapters:  

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

Evidence from Two Decades of Surveys, 1993-2014 

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

1993-2014 

- Chapter 4: Effect of Inter-Sectoral Labor Transfer on Poverty, Growth and Inequality: 

Revisiting Labor Surplus Theory 

- Chapter 5: What determines urban migration decision? Is there an intergenerational link 

between children and their parents? 

Chapter 6 (Conclusions) then summarizes the main findings from the analytical results of the 

four chapters, and discusses policy implications, limitations, and future research. 
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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 between 

poverty, growth and inequality. Vietnam is a very suitable case for investigating these 

relationships, because it has achieved inclusive and rapid pro-poor growth. In this Chapter 2, I 

examine the relationships from macro perspectives using decomposition methods. 

To understand the mechanism of poverty change, especially in relation to growth, many 

economists have worked on decomposing poverty change into two components: GE and 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, 2004)
18

. The 

common idea of growth-distribution decompositions (GDD) of welfare change is that the 

change of welfare can be decomposed into GE and DE, which is expressed as a function of 

growth in mean income/expenditure and change in distribution. 

Poverty change = F (Growth, Distribution) (2-1) 

As shown in Figure 2-1, GE and DE are described by the area ñgrowth effect on povertyò 

with horizontal lines and ñdistribution effect on povertyò with vertical lines, respectively. 

                                                 

18
 Given the idea decomposing poverty change into GE and DE, Kakwani (2000), Kakwani 

and Pernia (2000) and Ravallion and Chen (2003) proposed ñpro-poor indexesò. The details 

are described in Appendix: Pro-poor index.  
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Figure 2-1: Growth and distribution decompositions of poverty and distributional changes 

 

Source: Bourguignon (2004), Figure 1 

 In this decomposition, there has been a debate regarding whether or not there should 

be a residual in the poverty change function (2-1). Ravallion and Huppi (1991), Datt and 

Ravallion (1992) and others insist that the residual exists in the function of poverty change 

whenever the poverty measure is not additively separable between mean income/expenditure 

and Lorenz curve (inequality). Namely, they explain poverty by mean income and Gini index 

as explanatory variables and error term in 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 theory, because poverty change can be 

exactly separable into two components in growth or distribution. Hence, efforts to minimize 

the measurement error that can be expressed as the residual in the argument by Ravallionôs 

study group are required. In this regard, this study first proposes a more accurate 
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measurement of GE and DE without the residual by minimizing measurement error that is not 

explicitly materialized in Kakwani and Subbarao (1990), Kakwani (1993) and Kakwani 

(2000), meaning aggregated expenditure is approximated by lognormal distribution to calculate 

rigorous probability functions. Also, this study uses mode of expenditure distribution when I 

decompose welfare change into GE and DE rather than taking mean of expenditure 

distribution. This is because mode is better to look closely at the change of the largest number 

of poorer segment compared to mean. Second, this study analyzes the dynamics of expenditure 

change in each decile of the bottom 40 percent by area in each survey year rather than just 

looking at those who are below poverty lines, as in the former studies. By doing so, elasticity to 

GE and DE by the decile by area and the sensitive changes of elasticity can be observed. Third, 

this study considers two ways of measuring GE and DE by shifting either initial distribution or 

new distribution to calculate welfare change as described in Figure 2-2 and 2-3, although 

previous literatures seem to depend on only one measurement, which is induced by the shift of 

initial distribution. Fourth, this study employs two decades of surveys, VLSS/VHLSS Surveys, 

during the period of 1993-2014, to examine the 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 the expenditure distribution of the country, I employ MLE supposing 

lognormal distribution. MLE allows estimation of the parameters of a statistical model with 

the mean and standard deviation (SD) or variance calculated by some restricted samples given 

lognormal distribution. Suppose there are a random samples X1, X2, X3,é, Xn, where 

probability distribution depends on the parameter . The name of maximum likelihood is 

derived from the idea that a good estimate of the unspecified  would be the  that 

q

q q
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maximizes the likelihood of the obtained sample data. Given point estimate of  is x1, x2, 

x3,é, xn, the probability density function of each Xi is . A random sample of 

probability density function X1, X2, X3,é, Xn can be expressed as the equation 2-2. 

 (2-2)  

Gibratôs law (1931) provides a foundation explaining that income distribution follows log 

normal distribution.
19

 Thereafter, Friedman (1957) argues consumption (expenditure) 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 Gibrat (1931), Friedman (1957), and Battistin and Blundell (2009), I estimate 

the expenditure distribution using lognormal distribution in this analytical chapter.
20

 Suppose 

 is a lognormal distributed random variable, and  and  are mean and SD, 

respectively. Lognormal probability density function and its mean and SD are described as 

equations 2-3, 2-4 and 2-5. 

 (2-3) 

 (2-4) 

                                                 

19
 Paretoôs Law (1897) fits to the tail (very high income) of income distribution.  

20
 To check the fitting of VLSS/VHLSSsô expenditure data to logarithm normal distribution, 

Shapiro-Wilk test and Chi-Squared Goodness of Fit test can be employed (cf. Nishino and 

Kakamu, 2011). 
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. (2-5) 

2.2.1.2. GROWTH-DISTRIBUTION DECOMPOSITIONS OF WELFARE CHANGE 

Calculations of GE and DE 

As shown in Figure 2-1, the basic idea of GDD follows Kakwani and Subbarao 

(1990); Jain and Tendulkar (1990); Ravallion and Huppi (1991); Datt and Ravallion (1992); 

Kakwani (1993), Kakwani (2000); and Bourguignon (2003) and Bourguignon (2004). The 

decompositions are conducted based on the lines in each decile of the bottom 40 percent in each 

area and survey year. There are two ways to calculate GE and DE depending on which 

distributions move first, either initial or new, so I calculate GE and DE as an average of both 

ways. Past studies do not seem to consider the decomposition that shifts new distribution to 

the initial distribution, as in Figure 2-3. GE and DE differ by 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 2-4 and 2-5). That is, the average magnitude of GE during the period of 

1993-2014 in the decomposition of initial distribution to the right shift is around twice larger 

than the one of new distribution to the left. Meanwhile, while the average magnitude of DE 

during the period of 1993-2014 in the decomposition of initial distribution to the right shift is 

about negative 110-170 percent, new distribution to the left is about positive 210-270 percent. 

  

[ ])1exp(2 22 2

-= + ss sm
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Figure 2-2: Growth and distribution decompositions of poverty and distributional changes: 

shift of initial distribution to the right 

 

Source: Author 

Figure 2-3: Growth and distribution decompositions of poverty and distributional changes: 

shift of new distribution to the left 

 

Source: Author 
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Figure 2-4: Average GE difference between shifts of initial distribution to the right and new 

distribution to the left by area 

 

Source: Author based on VLSS1993 and 1998, and VHLSS2002, 2004, 2006, 

2008, 2010, 2012 and 2014 

Note: GE is the average of GE during the period of 1993-2014 in each area. 

Figure 2-5: Average DE difference between shifts of initial distribution to the right and new 

distribution to the left by area 

  

Source: Author based on VLSS1993 and 1998, and VHLSS2002, 2004, 2006, 

2008, 2010, 2012 and 2014  

Note: DE is the average of DE during the period of 1993-2014 in each area. 
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2.2.2. DATA 

This chapter employs RPCE from the Vietnam Living Standard Surveys (VLSSs) 

1993 and 1998; and the Vietnam Household Living Standards Surveys (VHLSSs) in 2004, 

2006, 2008, 2010, 2012 and 2014
21

 as a measurement of welfare. The sample size in each 

survey is summarized in Table 2-1. 

Table 2-1: 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 6,939 6,882 6,837 6,750 6,696 6,618 

Overall 4,799 5,999 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 expenditure is adjusted by month and region, and then converted to real value 

by using time series deflators with the base year in 2005. Expenditure is a better proxy of 

welfare than income, especially in developing countries, because (i) income is derived largely 

from self-employment; and (ii) seasonal fluctuations of income are larger than expenditure 

(Alderman and Paxson, 1994; Paxson, 1993) and (iii) while income is likely to be understated, 

households are often able to recall expenditure accurately (Donaldson, 1992; Lanjouw, 1996; 

Blundell and Preston, 1998; Haughton and Khandker, 2009, pp20-30). 

                                                 

21
 VLSS and VHLSS are nationally representative household surveys primarily conducted by 

the General Statistical Office (GSO) of Vietnam to evaluate the living standards for the 

purpose of structuring, monitoring, supervising and evaluating socio-economic policies such 

as Five-Year Plans and Ten-Year Plans.  
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2.3. ANALYSIS 

2.3.1. ESTIMATION OF WELFARE DISTRIBUTION 

As described in the methodology section, samples of RPCE from VLSS/VHLSSs are 

approximated by lognormal distribution to estimate population distribution by area in each 

survey year (Appendix Figures 2-6, 2-7 and 2-8). As time goes by, the mode value increases 

and the shape of distribution flattens (Appendix Figures 2-9, 2-10 and 2-11). Notably, the 

mode in each distribution is always closest to the 30th percentile (the bottom 30 percent of the 

total Vietnamese population) compared to the other deciles during the period of 1993-2014 

(Table 2-2)
22

. Even if I only extract population from urban and rural for each, the unique 

characteristic is the same over time. 

                                                 

22
 Kakwani (1993) analyzes the GE and DE of poverty change using the Cote dôIvoire Living 

Standards Survey conducted from 1985 to 1986. Unlike Vietnamôs survey, roughly the poorest 

10 percent of the Cote dôIvoire survey happens to be the mode of distribution.  
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Table 2-2: Amount of each quantile and mode by area and year (1,000 VND) 

  

1993-1998 1998-2002 2002-2004 2004-2006 2006-2008 2008-2010 2010-2012 2012-2014 

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  5,500  11,400  20,800  

 

Q1 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  5,100  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 of Initial 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
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2.3.2. GROWTH-DISTRIBUTION DECOMPOSITIONS OF WELFARE 

CHANGE 

The results summarized in Table 2-3 and 2-4 suggest that the increase of RPCE has 

been largely induced by GE. Those in the lower deciles are more elastic to GE and less elastic to 

DE in any year and any area of the surveys
23

. Consistent trends of GE and DE over time were 

not observed despite ineligible events during the period, such as two financial crises in the late 

1990s and 2000s, a surge in inflation rates, and the transition to an open market-oriented 

economy, among others. 

                                                 

23
 One of the main findings of Kakwani (1993) is that the larger the difference of the poverty 

line from the mode of distribution, the smaller the absolute magnitude of the poverty elasticity 

to mean growth will be. In his study, Kakwani compared the results of two poverty lines that 

are roughly the poorest 10 percent which happens to be the mode of the distribution, and the 

poorest 30 percent of the total population of Cote dôIvoire. 
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Table 2-3: Results of GE and DE by area during the period of 1993-2006 

  

1993-1998 1998-2002 2002-2004 2004-2006 

  

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% -7% 

          

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 and 1998, and VHLSS 2002, 2004, 2006, 2008, 2010, 2012 and 2014
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Table 2-4: Results of GE and DE by area during the period of 2006-2014 

  

2006-2008 2008-2010 2010-2012 2012-2014 

  

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 1998, and VHLSS 2002, 2004, 2006, 2008, 2010, 2012 and 2014
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2.4. CONCLUSIONS 

The results suggest that the increase of expenditure has been largely induced by GE. 

Those situated in lower quantiles are more elastic to GE and less elastic to DE. Consistent 

trends of GE and DE over time were not observed. These results support prioritizing 

growth-enhancing policies for rapid poverty reduction while reinforcing a time-consuming 

redistribution system. 

 For the further research, it would be interesting to do GDD of welfare change by 

other classifications of people like educational achievement and type of industry. Depending 

on the variables, the elasticity of GE and DE with respect to poverty change should be 

different. If further research can identify each elasticity, policy intervention will enable 

society to reach underserved groups and help improve their living standards. Also, I plan to 

examine the mechanisms of Kuznetsôs inverted U-shape hypothesis by employing long-term 

household surveys in other countries, including developed ones. 
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APPENDIXE OF CHAPTER 2 

Appendix Figure 2-6: Sample LNRPCE and the estimated lognormal distributions by area during the period of 1993-2002 

 

Source: Author based on VHLSS1993, 1998 and 2002 

Note: One unit of horizontal axis is 100,000VND. 
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Appendix Figure 2-7: Sample LNRPCE and the estimated lognormal distributions by area during the period of 2004-2008 

 

Source: Author based on VHLSS2004, 2006 and 2008 

Note: One unit of horizontal axis is 100,000VND. 


































































































































































