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FOREWORD BY THE POVERTY TASK FORCE!

Thisseriesof paperson the Vietnam Devel opment Targetsreflectsacollective effort by the Poverty
Task Force to propose a set of goals and outcome targets for poverty reduction in Vietham. They have
been prepared as the Government of Vietnam drafts a Comprehensive Poverty Reduction and Growth
Strategy (CPRGS) which will articulate medium term priorities and which it hopes to complete by April
2002. As part of the process of preparing the CPRGS the Government of Vietnam is currently looking
across its Ten Year Socio-Economic Development Strategy and its sectoral strategies to select a small
number of goals which will reflect the strong strategic emphasis on economic growth, poverty reduction
and social equity and will guide policy measuresand public actionsto achieve poverty and social outcomes
over thecoming decade. Through thiswork, the Government hopesto establish aclear monitoring framework
for their CPRGS and other Government strategies.

While policymakers in Vietham have been setting national strategic targets, international
commitment to achieving important poverty and social outcomes across the globe have intensified. This
effort has been expressed in the International Development Targets (IDTs) and Millennium Devel opment
Goals(MDGs). Thelatter isaset of goalsembodied in the Millennium Declaration which has been adopted
by 180 countries, including Vietnam. The goals and targets presented and discussed in the series of papers
have been selected to represent the core developmental vision of Vietnam aswell astheir efforts to meet
international targets. These papers contribute to current thinking on target-setting and monitoring in eight
thematic areas:

Eradicating poverty and hunger;

Reducing vulnerability and providing social protection;
Providing quality basic education for all;

Improving health status and reducing inequalities;
Ensuring environmental sustainability;

Promoting ethnic minority development;

Enhancing access to basic infrastructure ; and,
Ensuring good governance for poverty reduction.

Thiswork is still very much in progress. Earlier versions of these draft papers were discussed at a
3-day workshop heldin September 2001 attended by nearly 100 policymakersand practitioners. Government
agencies, NGOsand donorshaveall participated in the working groups established to oversee the production
of these documents. In some areasthere is agreement that agoal is needed, but more work and discussion
isnecessary to assess what is realistic and attainable. Further consultations on these drafts will take place
with sectoral ministries and agencies over the coming months. It is hoped that by early 2002 it will be
possible to release final versions of these reports which present consensus views of core development
goals and targets for Vietnam.

! The Government-donor-NGO Poverty Task Force has been working collaboratively on poverty analysis (World Bank et a, 1999) and
strategic planning since 1999. While the CPRSG is being drafted, the PTF comprises 14 Government ministries, 6 donors, 4 international
NGOs and 4 local NGOs.
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EXECUTIVE SUMMARY

InVietnamin 2001 onethird of peoplelivein poverty. Most of thosewho are not poor live
closetothe poverty line. A review of literature and datasuggeststhat poor and near-poor house-
holdsarevulnerableto arange of risks—affecting individua s, householdsor whole communities—
which can have adevastating affect on livelihoods and wellbeing. Achieving Government of
Vietnamtargetsfor poverty and hunger eradication thereforeimpliestwo important and connected
challenges: promoting those currently living with unacceptablelevel sof deprivation out of poverty
and protecting peoplefrom suffering declinesinwellbeing, which reverseformer gains.

Themain objectiveof thispaper isto suggest aframework for addressing and monitoring
vulnerability over the coming decadein order to reduce extreme poverty and toimprovethe ob-
jective and subjective experience of security. Government action should be oriented not only
towardsimproving the robustness of gainsin economic growth and poverty reduction: it should
adsoamtodleviatethe burden of living with the constant fear of futureimpoverishment, reducing
the degreeto which peoplefee themselvesto be passive, exposed, dependent upon factors out-
sideone'scontrol —and increasing their capability to feel ableto control one'slife, and not at the
mercy of external forces. Thisexpandsthe current, popular definition of vulnerability in Vietnam
beyond theidentification of disadvantaged groupswho require socia assistanceto includethose
who areexposed to the moregeneral insecurity of current or future deprivation—and who require
other formsof help.

Vulnerability defieseasy measurement and national devel opment strategiesdo not provide
any statementson quantitative outcometargetsregarding the reduction of vulnerability. For future
monitoring, this paper proposesthat vulnerability at the national level istracked through a
anaysisof:

= Vulnerability tofalinginto poverty measured by distancefrom the poverty line; and,
= Vulnerability measured asconsumption volatility observed from panel data.

Datawill beavailableevery two yearsfrom household expenditure surveystofollow progress
inreducing vulnerability according to thesemeasures. Thesesurveyswill havelargeenough samples
to provide estimates broken down for different sub-groups of the population. Therewill beaneed
to supplement thisquantitative dataon vulnerability to material poverty with quaitativeanaysis
which canillustrate other formsof vulnerability andrisk (socia and physical, for example) and
which can examineintra-household vulnerabilitiesmorereiably.

Mechanismsfor managing risksand coping with shocksarelargdly informd reflecting the
limited outreach and poor targeting of formal social protection measures. A number of policy mea-
suresand public actionsare proposed to strengthen social protection measureswithin acontext of
promoting inclusive economic growth which buildsthe assets of vulnerablehouseholds.



INTRODUCTION

Contextual background and scope of the paper

Recent development research, in Vietham and
internationally, has emphasized the need to address
vulnerability and risk in order to achieve sustainable
poverty reduction for all. This is reflected in
Government of Vietham (GoV) documents: the policy
matrix inthe Interim Poverty Reduction Strategy Paper
(IPRSP) includes measuresto address vulnerability, and
the 2001-2010 draft Hunger Eradication and Poverty
Reduction (HEPR) Strategy describes targeted
interventions to assist poor and disadvantaged groups
escape poverty?.

The main objective of this paper is to suggest a
framework for addressing and monitoring vulnerability
over the coming decade. The nature of vulnerability in
Viet Nam callsfor analysiswhich looks beyond formal
sector social security measures. Following a general
structure proposed for eight studies, this paper takes as
its starting point targets set out in GoV strategies and
plans and explores the links between these and the
Millennium Development Goals (MDGs) to which the
GoV iscommitted. The context of the thematic study
series requires that issues be treated in a preliminary
and exploratory manner: further work is needed to
validate analysis and refine recommendations. Given
these limitations, the paper addresses four sets of
questions.

= How can vulnerahility be described and measured
in Viet Nam? What risks are most prevalent and
aretheselikely to changein theforeseeable future?

»  What readily-availableindicators might best capture
progressin reducing vulnerability and how will they
be measured and tracked?

= How do vulnerable people and househol ds manage
risk? What instruments and policies exist to help
people manage socia risk? Are these measures
sufficient to allow Viet Nam to meet its targets?

= What policy measures and reformsmight contribute

1 SRV 2001 pp. 91-92; MOLISA 2001 p. 19.

toreducing overall vulnerability and improving risk
management?

Conceptual background

Defining vulnerability and social protection

The concept of vulnerability describes, ex ante, the
probability that anindividual or household will assumea
certain (negative) status at a given point in the future.
For the purposes of development planning, the key
concernisvulnerability to poverty. Although poverty is
a multidimensional phenomenon, this paper focuses
primarily upon poverty defined in consumption terms
(VND p.c. p.a. expenditure). This is partly because
thisisthe most useful single dimension of poverty, with
which most other dimensionsaremost closely correlated
most of the time, and partly because panel data
measurements are availablefor tracking thisdimension
of poverty. Thereisnointrinsc reasonwhy vulnerability
to other dimensions of well- or ill-being (physical or
psychological health, nutrition, etc.) should not also be
quantified and used as national development targets?.
Some of the other papersin the series, of which thisis
one, examine other dimensions of vulnerability.

By focusing upon a future state, a concern with
vulnerability draws attention to both i) the dynamics of
well-being status and the potential for well-being to
change in anegative direction (vulnerability to falling
from non-poverty into poverty) aswell asii) the potential
for no changein anegative status (starting and remaining
inpoverty over theperiodin question)®. Mogt definitions
of socia protection reflect these two dimensions of
vulnerability. Although they vary, most definitions of
social protection involvetwo maintypesof actions. The
first areintended to support thelivelihoods of the poorest,
who in the absence of transfers would face absolute
destitution; the second are intended to reduce
vulnerability. While useful, the conceptual distinction
between i) lifting people out of destitution or poverty
(promotion) andii) protecting peoplefrom declinesdue

2 Thisconceptual background drawsin particular on Coudouel et al 2001; World Bank 2000; and Dercon 2001

Numerous studies over the last decade show that household well-being in poor countriesis highly dynamic: many households see their

standard of living vary considerably from year to year. Only a small proportion of households are poor every year (chronic poor),
whereas a large proportion are poor in only one or two years (transient poor).

Poverty Task Force: Reducing Vulnerability and Providing Social Protection




INTRODUCTION

to gradual or sudden erosion of their livelihoods
(protection) tendsto blur in practice.

Relating vulnerability to the achievement of
development goals in Viet Nam

Neither the Vietnamese targets nor the MDGs relate
specifically to vulnerability or the provision of social
protection. National strategic planning documents do
refer to vulnerability and the need for socia protection
measures. The Poverty Alleviation Strategy 2001-
2010 listssocial security policy asone of eleven“ Direct
methodsto support the poor, poor households and poor
communes’, noting the need to “focusto hel p the poor,
limit risksand danger of falling back into poverty; [and]
formul ate methods of effective social assistancefor the
poor”; the IPRSP contains a longer list of intentions
regarding safety nets for the poor and for victims of
natural disasters. (See Appendix 1 for key references
in these documents). However, neither document
providesany specific, quantifiabletargetsin thesefields,
either in terms of outputs (e.g. coverage or level of
benefits), or in terms of vulnerability reduction or risk
management outcomes. Thissection thereforeexplores
thelogical connections between reducing vulnerability
and achieving some of the key devel opment targets.

The GoV has aready met and exceeded the MDG of
halving poverty by 2015. It is now committed to
eliminating hunger and “hard-core” poverty by 2010.
To succeed, and to ensure that poverty reduction gains
are sustai nable and not subsequently reversed, Viet Nam
needs to address vulnerability to poverty: both by
assisting currently-poor househol ds to escape poverty,
and by protecting househol dsfrom trendsand riskswhich
could force them below the poverty line (or, if already
living below the poverty line, deeper into poverty).
Broad-based economic growth that lifts the incomes
and expenditures of both the poor and near-poor and
increases the margin of safety above the poverty line
is, inthelong term, key to reducing vulnerability, giving
people have more buffers (savings and assets) with
which to deal with crises. However, to focusresources
into growth alone is not an efficient way of achieving
sustainable poverty reduction.

First, an exclusive focus on growth tendsto benefit the
rich more than the poor: it is necessary to ensure that

4

5 World Bank 2000.

see Vu 1999 on the socio-economic impact of the crisison Viet Nam.

growth builds the assets of the poor. And if effortsare
not taken to buttress achievements made in poverty
reduction, anincreasing preval ence of household-level
risk, alarge-scaleflood or economic crisiscould quickly
push large numbers back into poverty. As Viet Nam
continues to modernize, its economy will become
increasingly integrated with that of the region and the
world. This can be expected to provide considerable
benefits (export-led economic growth and poverty
reduction). However, it will al'so increasethe degreeto
which Vietnamese are exposed to global macroeconomic
shocks®. If the country is to reap the benefits of
globalization, it must also take adequate stepsto mitigate
theimpact of global crises.

Secondly, reducing vulnerability may contributeactively
to economic growth. If exposureto risksishigh and the
consequences are very serious, people are inclined to
adopt safety-first strategieswhich guarantee aminimum,
subsistence income, but which do not build assets so
readily and which reduce the chances of escaping from
poverty. If areliable safety net, exists, people may be
morewilling to engageinriskier, high return activities,
resulting in befaster, broad-based and more sustainable
economic growth®. Public investments that reduce the
probability and mitigate the consequences of common
risks are therefore a necessary complement to genera
promotional policies.

Finally, public policiesthat progressively improve the
welfare of those currently living below the poverty line
helptolimitinequalities. Somegroupsin society cannot
benefit directly from economic growth and need specia
policiesto keep them out of destitution.

To contribute to poverty reduction through these
channels, social protection policies need to be based
upon a good understanding of risks, constraints and
opportunities faced by the poor, and of the return to
different types of public actions. Many elements of a
comprehensive definition of vulnerability arepresentin
the GoV policy framework, but they are not pulled
together in a conceptually unified way. Nor do they
explicitly recognize that social protection which
improvesthe capability of the poor to participateinthe
market economy will also contribute both to overall
growth rates and to the di stributional (poverty-reducing)
nature of this growth.

Poverty Task Force: Reducing Vulnerability and Providing Social Protection




INTRODUCTION

Defining vulnerability in Viet Nam: vulnerable
groups and household dynamics

Thereisno precise officia definition of vulnerability
in GoV policy documents. A working definitionfrom
a 1998 MOLISA survey defined vulnerability as
“inability of an individual, to exploit opportunities
presented by society for their self-betterment”. The
survey identified economically active and economically
inactive or marginal vulnerable groups (see Box 1).

Box 1 MOLISA classification of vulnerable
groups in Viet Nam

Group 1. those of working age and capable

of working

= |nvalids capable of work

= Femalelabourerswho have not yet compl eted
primary school

= Young labourers (15to 24 years old) who have
not yet completed secondary school

Group 2: thoseunder or over theworking age,
or of working age but incapable of work

= |nvalidsincapable of work
= “Lonely elderly” i.e. the old without relatives
= Orphansand helplesschildren

(Source: MOLISA /ADUKY 1998p. 5)

Other GoV documents contain alternative implicit or
explicit definitions of vulnerable groups An expanded
list of vulnerable groups might includethefollowing.®

While the identification of vulnerable groups is
undoubtedly useful, thefirgt priority for anationa policy
framework intended to reduce vulnerability should be
to identify and address those forms of risk which are
most common and serious, and which are correl ated
with, cause or serve asaproxy for other forms of risk,
rather than start with an inventory of particular
vulnerable groups. Thuswhile MOLISA has aready
identified specific groups characterised asvulnerable,

thereisalack of policiesdesigned to addressthe general
vulnerability of much of the populationto afall in their
income and consumption (and, by extension, their
vulnerability to all the other risks — decreased food
consumption, inability to spend on hedth care, withdrawal
of girlsfrom school and so on —that are associated with
afal into poverty). Thefocusof thispaper will therefore
be on reducing househol d-level vulnerability to poverty,
as measured primarily by p.c. consumption levels and
recorded through national sample surveys’.

However, while this paper argues that measures of
variability in p.c. consumption are central to monitoring
trendsin poverty and vulnerability, it al so acknowledges
that they have limitations. Firstly, they assume that
resources are distributed within the household in
accordance to need. Intra-household inequalities (often
gender- or age-based) may thus be obscured. Secondly,
certain aspects of well-being (domestic violence or abuse,

Box 2 Vulnerable groups identified in
MOL | SA-facilitated consultation with GoV
staff

= Women

= Children

= Elderly without relatives

= Ethnicminorities

= Thosewith low education, or who areilliterate

= The poor and hungry; and those above but near
to the poverty line

= Thedisabled; thosewho areill or have suffered
an accident

= People suffering from underemployment

= Families with many children; especially when
do not have enough labour

=  Thosewho have suffered from anatural disaster

= Thosein remote areas the poverty line

6 Staff fromthe GTZ-MOLISA Self Help-oriented Poverty Alleviation Project facilitated a meeting of Hanoi-based staff from MOLISA,
MPI, the Women’'s Union, MoH, MARD, the Farmers' Union and the VBARD / VBP to discuss issues of vulnerability and social
protection. Amongst other topics, they identified the vulnerable groupslisted in Box 3. Seeaso MOLISA 2001 p. 19; SRV 2001 p. 77

Whilethe poor aretypically the most vulnerableto afurther declinein well-being, therelatively compressed nature of the distribution of

p.c. consumption combined with the observed volatility of consumption between 1993 and 1998 means that even the relatively rich are

not immune from dramatic reversalsin well-being.
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INTRODUCTION

for example) are not amenable to study through
household expenditure surveys. Itistherefore essential
to complement core vulnerability monitoring (using
analysis of consumption data) with qualitative studies
which address some of these intra-household and non-
consumption aspects of vulnerability. Of the various
forms of risk to which individuals may be exposed and
which are not necessarily associated with poverty,
vulnerability to gender-based violenceisselected inthis
report as a suitable subject for monitoring and target-
based planning. Thisindicator ischosen becauseitisa
common and serious risk to the well-being of women.
It can also be used to explore the possibilities of
developing targets related to reduction in other non-
materia, intra-household forms of vulnerability.

Risks and vulnerability to poverty in Viet Nam

In Viet Nam, the distribution of well-being — as
measured by per capita (p.c.) expenditure —illustrates
theimportance of social protection. A large proportion
of individualsare clustered around the poverty line (Fig.
1), so that it would take only a small reduction in p.c.
consumption to force those now living just above the
poverty line back below it. Helping people to manage
risk and avoid falling into poverty (protection strategies)
isthusanimportant part of any overall poverty reduction
strategy, complementing measuresto help those already
in poverty (promotion strategies). If “the vulnerable”
are defined as the currently poor plus those who are

Figurel1Distribution of household well-beingreativeto poverty linein Viet Nam

Food poverty line

. Poverty line

Share of population

near-poor within aline 10% above the poverty line),
then fully 45% of the population should be considered
vulnerable?.

Forms of risk

The forms of risk to which people are exposed may be
classified by the domain through which they affect
livelihoods (e.g. health) and by the scale at which it
operates. ldiosyncratic risk affects individuals and
households asindividual s or households: the probability
of one household being affected islargely independent
of whether other individualsor households are affected
(e.g. housefire, work injury, girlsbeing withdrawn from
school). Covariant risk is risk which affects many
people at the same time (e.g natural disasters).

Components of risk management

Risk can be managed by avariety of actors: individuals

and households, communitiesand other groupingsin civil

society, private providers, and state institutions (local,

regional and national)®. Three main groups of risk

management approaches can be distinguished:

= Risk reduction (or risk prevention) covers actions
taken in advance of a shock to reduce the chance
that it occurs at all.

= Risk mitigation activities are actions taken in
advance of a shock which are intended to reduce
the seriousness of the impact of a shock.

= Coping strategies are actions taken once a shock
has occurred, by which individuals, households,

communities and the state attempt

to reduce the impact of the shock

uponwell-being.

The essence of a good social
protection strategy is in part
establishing an appropriate and
complementary balance between
socia assistanceto thedestitute and
social risk management for the
vulnerable. Itisalso in part about
getting the “portfolio” of risk
management instruments right,
establishing mutually supportive
roles for individuals, households,
market actors and the state in

I
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Source: World Bank estimatesin PWG 1999
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8 PWG 1999 p. 17.
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‘ reducing, mitigating and coping with
risk (see Appendix 2).

10000

See ADB 2001 pp. 4-5 for an approach to the classification of risks and responses by type of actor.
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PART I. THE NATURE OF VULNERABILITY AND RISKS IN VIET NAM

Background

Thissection will draw heavily on the chapter on vulner-
ability in the Vietham Development Report 2000: At-
tacking poverty (based on quantitative data obtained
from the Vietnam Living Standards Surveys(VLSS) in
1993 and 1998, and the more qualitative and contextual
insights obtained from thefour participatory poverty as-
sessments (PPAS) carried out in 1999), together with
other sources.

The four PPAs illlustrate the degree to which many
householdsremain vulnerableto arange of riskswhich
prevent, slow down or reverse progress out of poverty
and towardslivelihood security. Several factorsemerge
as critical in explaining vulnerability, most notably
dependence on anarrow range of activitiesand sources
of income. Rural households heavily dependent upona
small range of on-farm activities were seen as
vulnerable; landless househol ds dependent upon thelow
and seasonal demand for day labour were particularly
exposed. Similarly, studies of how peoplein Quang Tri
and Thua Thien Hue were affected by the floods of
November 1999 found that lowland ricefarmers, while
in normal years wealthier than upland farmers, were
vulnerable becausetheir effortswere concentrated upon
therice crop, with few other sources of income or food
if this crop was destroyed™®. Physical isolation also
creates vulnerability, in part because the difficulty of
access to markets limits the possibility of income
diversification. In urban settings, households relying
heavily upon informal work such as portering or
rickshaw-driving were more vulnerabl e than those with
aregular, dependable source of income. Thefollowing
pages describe the most common forms of risk faced
by householdsin Viet Nam.

I diosyncratic (household- and individual-level) risks
in Viet Nam

IlIness. A serious or long-term illness or accident,
particularly of an economically active member of the
household, is one of the most common and devastating
shocks facing a household. The Ha Tinh PPA found
that 57% of households whose standard of living
declined reported ill health asthe cause. Newly formed
households are particularly vulnerable, as there are
fewer economically active household membersto absorb

10 Beckmanand Le 2000a
11 UNICEF 2000 p. 32.

the loss of income and cover the cost of treatment.
Medical costs are high, especidly if it is necessary to
go to the District or further afield in order to get
treatment. For those in the poorest quintile of the
population, asingle curativetreatment in ahospital costs
equivalent to 22% of annual non-food expenditure; for
the richest quintile, such avisit represents only 5% of
annua non-food expenditure. Annually, those in the
poorest quintile spend on average 33% of non-food
expenditure on health care. Thoseinthepoorest quintile
lose morein terms of household production and income
lost duetoillnesscompared tothoseintherichest quintile
(average of 25% cf 6.5% of p.c. annua expenditure).

Life cycle events Weddings or funerals can affect
current well-being and vulnerability, imposing costs
which may require a family to sell assets and/or take
out loans and leave the household vulnerable for long
afterwards. Increased expenditureis often exacerbated
by reduced household labour supply (most notably when
an economically active member of the household dies,
but also when marriage and the formation of a new
household |eaves the parents’ household with reduced
accesstolabour). Theability of newly-divided andsingle
femal e-headed householdsto cope with shocksismuch
lower, and depends heavily upon their stock of social
capital (relatives, friends and neighboursliving nearby
who can help out with loans and labour). Migrant
households without strong local connections are
particularly vulnerable.

Alcoholism, drug addiction or gambling Addiction
to alcohol (seen in much of the country) or other drugs
(seen mainly in urban areas) emerged as an important
theme in all four PPAs. When a household member
drinksheavily or usesdrugs, expenditureontheseforms
of consumption reduces the money available for
essential household goods and services and eats into
savings. Compulsive gambling increases expenditure
and indebtednessin asimilar way. Heavy consumption
of acohol or drugsa so reducesthe supply of household
labour, may increase health costs, and particularly in
the case of drug useisassociated with criminality, fines
and jail. Alcohol abuse is also associated with an
increase in within-family vulnerability to domestic
violenceand the possihility of family disintegration. These
problems appear to be on the rise, though this may be
due to more widespread reporting™*.
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Domestic violence In Vietnamese society as in many
others, women are vulnerable within the household to
abuse (verbal, emotional or physical) from their
husbands. Reducing domestic violenceistherefore an
important priority for socia policy. Reducing poverty
and the sense of vulnerability to poverty may help, as
domestic abuseis perceived to be more common when
familiesare under stressabout money; reducing a cohol
or drug abuse and compulsive gambling may also play
arole. However, thereisalso aneed for public actions
specifically targeted at reducing the vulnerability to
domestic abusedirectly. Thiswill involvereducing the
risk of abuse through generating attitudinal change,
through education and promoting the legal rights of
women, and mitigating the consequences by better
training of court and other institutions (local Womens'
Unions, Resident’s Units and Reconciliation Groups)
and expanded provision of temporary refuges'®.

Loss of physical assets The poor are obviously less
well placed to absorb the loss of the few assets they
have managed to acquire. Theft is generally more of a
problemintowns, wherethe poor are often particularly
at risk. Probably the greatest risk to the property of
rural households is the loss of livestock, which often
occursasaresult of local-level epidemics (see below).
Other risksto property — particularly to housing, which
for most householdsisthe most val uable physical capita
they own — include house fires, which occur in both
urban and rural settings. Finally, anumber of households
lose land through sales or default on loans for which
theland was collateral. Due to land distribution under
socialism, Viet Namisat present remarkably egalitarian
in terms of land ownership: the entrenched distinction
between landless poor and landed rich is not afeature
of Viet Nam in the way it isin south Asia or southern
America (or as it was in Viet Nam in the past).
However, the creation of privaterightstoland, essentia
to the economic reform process, will over timeresultin
the emergence of landless poor. Thisprocessisstarting
from a low base, may be slow, and may only be
significant in a few regions (e.g. the Mekong Delta),
but it will need to be monitored.

Failure of household enterprise The failure of
household investmentsin abusiness affectswell-being
directly through theloss of income, which often forces

12 vyuManh Loi et al 1999.
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familiesto take out aloan to meet consumption needs.
The problem is exacerbated if thefailed enterprise was
itself backed by aloan, which must then berepaid. In
this situation a family may be forced to sell assets
(thereby decreasing its ability to generate income) or
enter an unsustainable spiral of debt. Many of the
business options available to poor rural households
(livestock, new crops, pond-raised fish) appear to carry
ahigh risk of failure. The PPA in HaTinh found that
failed investment accounted for 14% of householdsthat
had experienced a decline in well-being. A recent
phenomenon has been the failure of large numbers of
entrepreneurial farmerswho invested in the production
of cash crops for exports over the 1990s, only to see
theworld pricesof these cropsfall dramatically in recent
years.

This is where the links between social protection and
economic growth are clearest. The high cost of failure
deters many households from attempting to start anew
business, leaving them trapped in lower risk activities
which also providelow returns, forced to accept atrade-
off in which they remain in poverty but reduce their
vulnerability to a further fall in well-being. If the
downside risk were mitigated through appropriate
measures, it would encourage more start-ups and
contribute to economic growth. Part of the problemis
that risk-reducing measures (e.g. livestock vaccinations)
are available but beyond the financial reach of poor
households.

Unemployment Viet Nam’s economy is still largely
informal, with most peopl e self-employed in agriculture
or small-scale, family-based production or service
enterprises. In this context open unemployment (as
opposed to underemployment or lack of demand for
household products) isarisk faced by only arelatively
small proportion of households, which (beinginvolved
in the formal economy) also tend to have incomes and
expenditures above the national average. AsViet Nam
continues to urbanize and industrialize, the risk of
unemployment isgoing to becomemore significant and
the government will need to have appropriate labour
market and other policiesto facilitate full employment
and hel p househol ds copewith periods of unemployment.
One particular area of concern is with regard to the
employees of state-owned enterprises (SOEs) during
equalization process®.

see Rama et al 1998 on attempts to control redundancies during equitisation of SOEs.
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Covariant risks

Macroeconomic shocks and trade-related forms of
vulnerability As the Vietnamese economy becomes
increasingly integrated with world markets, producers
and consumers alike face both new opportunities and
new formsof risk. This has not been amajor factor to
date: in the three rural PPAs completed in 1999, poor
households reported few if any negative consequences
arisingfromthe Asian crisis. Intheurban HCMC PPA,
however, poorer households reported suffering from
increased competition for unskilled work dueto cutbacks
by local enterprisesand agrowing reserve pool of rura
migrant labour.

Vulnerability to natural disasters Natural disasters
tend to result in multiple shocksto household well-being
(see Box 3). Weather-related natural disasters are
particularly common and severe in certain regions of
the country. The central coast is especialy vulnerable
to natural disasters, as climate and topography combine
to create quick-onset floods. Heavy rainfall (oftenfrom
typhoon systems) on mountains which lie as little as
70km from the coast cause rivers to rise rapidly as
rainwater flows over the steep slopes down to the sea.
Floodsa so affect the M ekong Delta, although herethere

isgenerally morewarning asriver watersrise upstream
in Laos and Cambodia before reaching Viet Nam.
Steep dopesand heavy rainfall in mountainousregions
resultinlanddides, which claim livesand destroy houses,
cropland and infrastructure. In all regions the risk of
extreme floods has been exacerbated by anthropogenic
environmental change (notably deforestation on
hillsides). Droughts also occur throughout the country
and pose achallenge to farmers; in any givenyear itis
possible for a community to suffer both drought and
severe floods.

Livestock epidemics The death of livestock, especially
buffalo or pigs, isamajor blow to rural households. In
PPAs, livestock death was reported to be one of the
main factors contributing to poverty in the three rural
sites. Villagers reported that it could take five years
for ahousehold to recover from the death of a buffalo.
These deaths may be idiosyncratic, affecting one or a
few householdsin avillageat any onetime, but can and
often do occur aslocal epidemics. Animal vaccination
ratesarelow dueto underdevel oped veterinary services
and lack of money to pay for vaccinations, with the
result that theintroductioninto avillage of one diseased
animal can put the whole village at risk. The risk of
infection and spread of disease are exacerbated by poor

Table 1 Summary of most common risks faced by households in Viet Nam

Typeof crisis Formsand causes

Effects

Human crisis [lIness or accident

Death of alabourer

Alcoholism, drug addiction and gambling

High indirect and direct treatment costs,
L oss of income through reduced Iabour
High cost of funeral expenses,

L oss of income through reduced |abour
High, non-productive expenditure;
Reduced income from lost |abour

Material crisis Theft

Damage to housing (flood, typhoon, fire)

L oss of assets;
Reduced income.
High, unexpected expenditure

Non-crop Failure of investment Reduced income;
economic Inability to repay debts
Shock Unemployment Reduced income
Life cycle events (wedding, funeral) Increased expenditure;
Reduced labour supply.
Death of animals (individual or epidemic) Reduced income;
Reduced assets and security
Crop failure Rats, mice or other pests Reduced income

Landslide

W eather (floods, drought, typhoon etc.)

Reduced income
Reduced income

Source: based on PWG 2000 p. 103
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animal husbandry (also reflecting low-quality veterinary
services). Ethnic minority groupswith limited command
of Viethameseare particularly isolated frominformation
that might improve livestock survival rates.

Box 3 Shocks associated with natural
disasters

Natural disasterstend to result in multiple direct

shocksto household well-being:

e Injury and loss of life, including of
economicaly activeadults,

e |lIness after floods, due to water-borne
disease, reduced food supply, lack of access
to health care;

e Loss of property and assets, including the
family house (generally thesinglelargest item
of value) and food stores. Boats and nets
are also heavily damaged in coastal areas;

e Lossof crops, affecting on-farm consumption
food security and income prospects;

e Lossof livestock, bothin floodsand to disease
which spreads as the floods recede.

In addition to these effects on individual

households, shocks are experienced at the

collectiveleve:

e Destruction of transport, communication and
electricity distribution infrastructure;

e Damagetowater control infrastructure (flood
control and irrigation);

e Damage to schools and health facilities

Future risks and vulnerabilities, 2001-2010

The relative importance of each of the risks listed in
thetable above can be expected to change asthe natural
environment and socio-economic structure of Vietnam
changes. Furthermore, a number of new risks can be
expected to become significant (intermsof the numbers
affected and the severity of the effect) over the next
ten years.

Without corrective action, the number of people exposed
to natural disasters and the severity of the effects of

14 IFRCRCS 2001 pp. 104-107.
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countriesin halting the spread of HIV / AIDS.

those shockswill both tend to increase. Thereissome
debate as to whether the increasing frequency and
severity of floods in recent years reflects long-term
climatechange. It certainly reflectsincreased population
and environmental changes resulting from human
activity. Deforestation and infrastructure construction
on floodplains has changed the way in which a given
amount of rainfall resultsin runoff and flooding, while
increasing population density in disaster-vulnerable
zones hasincreased the numbers affected. Although
the rate of change may dlow, it is likely that human
activity will continueto degradethe environment inways
that exacerbate the magnitude and impact of flooding
andlanddlides.

New forms of health risk will become increasingly
significant, with implications for household coping
strategies. Thelevel andrate of increasein HIV/AIDS
appears to be at a point at which it could either be
contained, or could result in amajor pandemic withina
decade or s0. In countriesinwhich AIDS has affected
amajor proportion of the sexually- and economically-
active population, coping strategies rooted in robust
family and community solidarity have eventually broken
down, resulting in child - or grandparent-headed
households. Such householdsare extremely vulnerable
to other shocks. At a national level, the result is a
slowdown and reversal of gainsin human development
and economic growth. In order to achievethe MDG of
halting and reversing HIV/AIDS prevalence, it is
important that GoV policy reflects recognition of the
sca e of the problem and theidentification of appropriate
policiesand programmes!®. As more households come
to be dependent upon employment intheformal sector,
an appropriate regulatory and enforcement framework
for occupational health and safety will become more
important.

As the structure of the economy shifts from one
dominated by informal sector, largely rural household-
based livelihoods, towardsoneinwhich urban, industria
and service-sector formal employment isincreasingly
important, a growing number of households will face
therisk of unemployment. Viet Namwill needto develop
appropriate policiesto ensure that the poor can benefit
from devel oping labour markets (concentrating asmuch

Bushan 2001 p. 15, 23-25. Policieswhich criminalise prostitution and drug abuse asasocial evil have not been effective solutionsin other
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upon active labour market policies as upon
compensatory unemployment policies), while
simultaneously improving the effectiveness of policies
to protect the informal sector, which will still account
for themagjority of the nation’s poor for the next decade
at least, and which is currently poorly served by GoV
socia protection instruments. SOE equalization is a
particular case, calling for special policies and
programmes.

Over time, vulnerahility related to supply and demand
in the global economy will become more pronounced
and will spread from urban to rural areas. In recent
years, areas investing heavily in certain export crops
have experienced crises due to the fall of world
commodity prices. The boom in coffee production in
the Central Highlandswas driven by high international
prices: the collapse of pricesin 1999-2000 affected even
richfarmers, many of whom havefallen back into poverty
due to the debts they incurred in investing in coffee
production. Policies that encourage investment in
apparent growth markets, with inadequate consideration
of the risks of household dependence upon changing
world prices, exacerbatesthiskind of vulnerability. Viet

Nam is still learning to deal with open and volatile
markets. GoV policies should ensure that balanced
information is provided, and efforts to promote
investment in new markets are complemented by efforts
to devel op risk management strategiesfor these sectors.

Other vulnerabilities related to reforms of
macroeconomic, fiscal, SOE and banking sector policy
can be expected to grow inimportance. Itisimportant
that analysisis carried out prior to implementation in
order to identify who and how many will be affected
and the severity of the shock at a household level, and
to identify options to ameliorate this impact. An
important reform which might improve the ability of
households to manage vulnerability would be to relax
theceiling oninterest rates charged to borrowers, which
improve the terms of their loans for those who can
obtain access to credit, but make it impossible for
microfinanceinstitutionsto offer aworthwhileinterest
rate to savers. This is unfortunate, given that small
scale, interest-bearing instant access cash savings can
provide households with an important means of
smoothing consumption in the face of shocks and
seasonalities.
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PART Il. MEASURING VULNERABILITY, SETTING TARGETS AND
ESTABLISHING BASELINE LEVELS OF VULNERABILITY

This part of the paper reviews the possibility for a
quantifiable measure of vulnerability that would provide
the basis for setting a target and monitoring progress
towardsit. Assuchit discussesthetechnical strengths
and weaknesses of different measures, and the degree
towhich they capture, inapractical manner, thevarious
facets of the complex concept of vulnerability. Inthe
process, however, it isimportant not to lose sight of the
ultimate goal of any GoV target relating to the reduction
of vulnerability (Box 4).

Box 4 An overarching goal for GoV social
protection policy

The overarching objective of social protection
policy should be reduce extreme poverty and to
improve the objective and subjective experience
of security. Government action should be oriented
not only towardsimproving the robustness of gains
in economic growth and poverty reduction: it
should also aim to alleviate the burden of living
with the constant fear of future impoverishment,
reducing the degree to which people feel them-
selves to be bi dong — passive, exposed, depen-
dent upon factors outside one's control —and in-
creasing their capability to feel chu dong — able
to control one's life, and not at the mercy of ex-
ternal forces'®.

Selecting a suitable measur e of vulnerability

Asneither theinternational nor the nationa development
targets provide any statements on quantitative targets
regarding the reduction of vulnerability, thissection will
concentrate upon i) identifying one or more measures
of vulnerability which can be tracked over time; ii)
suggesting possible targets based upon these measures;
and iii) attempting to establish baseline measures for
vulnerability to poverty, in order to provide afoundation
for target-setting and a discussion of possible policy
measures and public actionsin Part 1V.

16 Beckman et al 2001 p. 13; PWG 1999 p. 99-100.

Vulnerability ishard to measure. This section proposes
that vulnerahility at the nationa level ismonitored through
acombination of two measures. Other approachesand
targets will have value in specific sectors, or as
intermediateindicators .

Vulnerability to falling into poverty measured by
distance from the poverty line

The importance of addressing vulnerability was
illustrated in Figure 1 above, which demonstrates that
for many households, the near-poor, evenasmall decline
in p.c. consumption will force them below the poverty
line. One aggregate measure of vulnerability is thus
the distance between mean p.c. expenditure and the
poverty line. Asincomesand expendituresriseand the
distance between household expenditure and poverty-
line expenditure increases, it may be assumed that
households are becoming less vulnerabl e to poverty.

This measure has the advantage of simplicity and of
being easy to measure. As a stand-alone measure of
vulnerability, however, itisprobably alittletoo simple.
Whilethe poor are generally most vulnerable, thereare
aso rich groups that are vulnerable, and poor groups
that are not particularly vulnerable. It isthus possible
for both living standards (measured by average distance
above the poverty line) and vulnerability to increase
over the same period. (The case of coffee producers
over the last few years is agood example.) It isthus
necessary to combine a measure of average
consumption relative to the poverty line with some
measure of income mobility.

Vulnerability measured as consumption volatility
observed from panel data

An alternative method of measuring vulnerability relies
upon analysis of household panel data. By comparing
the consumption status of a set of households at two
pointsof time, it ispossibleto identify what percentage
declined in well-being between these two dates, and to
usethisasameasure of the probability that households
currently face the risk of this kind of consumption
decline. Analysis can be disaggregated to draw out

17 See Chaudhuri and Datt 2001, Suryahadi and Sumarton 2001 for amethod of estimating vulnerability from asingle survey. Thisis not
particul arly attractiveif panel dataisavailable,but may be useful in estimating vulnerability with regard to specific aspects of well-being

for which only cross-sectional datais available.
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differencesinthe vulnerability of non-poor households
with different characteristics (e.g. ethnicity, rural or
urban residence, and region or province).

There are two possible approaches to the technical
definition and measurement of vulnerability that might
be used with respect to panel data:

Option 1. Vulnerability is defined as the observed
frequency of a downward movement in consumption
by aset amount (e.g. the percentage of individualswho
experienced adeclinein theranking of p.c. consumption
by two or more quintiles'®).

Option 2: Vulnerability is defined as a decline in p.c.
consumption below acertain threshold (most obvioudly,
the poverty line), and measured as the percentage of
households that were non-poor in the first survey but
poor in the second™.

Intuitively, the second option ispreferablefor the purpose
of monitoring progress, asthemost meaningful definition
of vulnerability describes exposure to a change in
absolute rather than relative status®. It aso relates
most clearly and directly to the existing national and
international targetsrelating to the reduction of poverty.

Unfortunately, there are also a number of problems
involved in measuring vulnerability astherate at which
the non-poor fall into poverty?:. It may thus be more
attractive to use a measure of overall downward
mobility, such asthe percentage of households changing
position downward by two or more income quintiles.
Thiscapturesboth any increasein the proportion of the
non-poor falling into “near poverty” (an increase in
vulnerability short of actually falling into poverty) and
thevulnerability of the already-poor to further declines
in well-being. It is proposed here that two measures of
volatility are used. The first — the percentage of
househol ds which experience adecline by two or more
quintiles between survey dates - provides an overall

indicator of downward mohility, which correspondswell
to adescription of the oddsthat the non-poor will become
poor, or will be moved into near-poverty. The second
measure — concentrating upon the transition that the
poor will moveinto food poverty — attemptsto capture
the vulnerabilities of those below the poverty lineto a
further weakening in their consumption status. Baselines
for these measures are elaborated below.

Setting tar gets and assessing baselines

Theoverarching goa of social protection policy should
be reduce extreme poverty and toimprove the objective
and subjective experience of security, aleviating the
burden of living with the constant fear of future
impoverishment. Thefollowing selection of quantitative
targets are a necessarily crude attempt to capture this
goal in terms that are amenable to outcome-oriented
monitoring.

Relating reductions in vulnerability to MDGs and
VDTs in poverty reduction

This section proposes GoV targets in vulnerability
reduction which will contribute to the achievement of
stated national and international development goals
regarding poverty reduction. It is possible to identify
logical causal connections between reducing
vulnerability and the achievement of many of thetargets
(e.g. schoaling, lifeexpectancy, infant and child mortality,
and access to clean water). For the purpose of this
paper, however, wewill confinethe discussionto setting
vulnerability targets which contribute to the poverty
reduction targets, as these constitute the single most
important measure of overall welfare, and because other
sectoral papers address security of access to (for
example) health care, education, etc.

Between 1993 and 1998 poverty in Viet Nam (as

18 Thisisthe approach used in Annex 5 of PWG 1999, pp. 173-4 and by Haughton et al 2001.

19 PWG 1999 (pp. 100-101) also uses this approach.
20

amajor change in therelative position of households.

If Viet Nam were to suffer an economic crisis which moved the majority of the population down into poverty, this could occur without

21 Thebaseline (therate at which non-poor househol ds became poor between 1993 and 1998) is, at 4.8%, too low to provide asuitabletarget,
asmeasurement error will become significant. Secondly, the purportedly absolutelevel of the poverty lineissomewhat illusory: in reality
thelevel at which apoverty lineis set is always a best guess. These and other problems are described in more detail in Appendix 3.
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Table 2 : Average consumption relative to the poverty line, 1993 and 1998

Y ear
1993 1998
Poverty line VND p.c. p.a 1,160,000 1,790,000
Food poverty line VND p.c. p.a 750,000 1,287,000
Mean expenditure (all Vietnam) VND p.c. p.a 1,386,000 2,764,000
as % of poverty line 119% 154%
as % of food poverty line 185% 215%

Source: 1998 mean expenditure datafrom Haughton 2001 p. 15; 1993 mean expenditure cal cul ated from

Dallar and Glewwe 1998 pp. 32, 35.

defined by GSO and the World Bank) fell by 36% of its
1993 value (from 58% to 37% of the population).
Current base case projections suggest that the poverty
headcount will fall to 24% in 2005 and 19% in 2010.
Thiscompareswith the GoV target for poverty reduction
which, inthe terms of the GSO poverty line, equatesto
a poverty rate of 15% in 20102,

The following targets for vulnerability reduction take
observed rel ationships between achievementsin poverty
reduction and achievements in vulnerability reduction
over the 1993-1998 period, and attempt to apply these
to the baseline and target poverty reduction projections
for 2005 and 2010. Thereareagreat deal of assumptions
involved, and severa of the pieces of data required to
extract a value from the chain of reasoning are smply
not known. Each measure hasits own limitations, and
capturesonly apart of thetotal meaning of vulnerability.
Asaresult, thesetargets are the best possible estimates
of what isrequired in terms of reducing vulnerability in
order to achieve stated goalsin reducing poverty, given
the limited data available and the time constraints
which have made it impossible to explore the
possibility of more definitive analysis.

22

Vulnerability target 1: Increase in distance between
average and poverty-line consumption levels

Using the VL SSdataand the GSO/ World Bank poverty
lines, itispossibleto cal cul ate the degreeto which mean
p.C. consumption exceeds poverty linep.c. consumption
inagiven year. This provides afeel for the distance
which non-poor households havetofall in order to fall
into poverty.

The value of mean expenditure as a percentage of
poverty line expenditure could and should be calcul ated
separately to obtain baselinefiguresfor regions, ethnic
groups and urban or rural location®.

Mean p.c. expenditure as a percentage of poverty line
p.c. expenditure was 154% in 1998. Assuming that the
relationship between the rate of poverty reduction and
the rate of increase in mean consumption relative to
poverty line expenditure is roughly constant®, this
wouldyield thefollowing targets®®.

Target 1. consumption security must increase so
that mean p.c. expenditureis 202% of the poverty
linein 2005, and 239%in 2010.

Based upon the baselineincidence of poverty derived from VLSS 1998, base case projections assumei) real GDP growth of 5% p.a. until

2010; ii) rura and urban areasin the seven regions grow at different rates, assumed to be the same as historical relative growth rates (see
PWG 1999 Table 4.4); iii) population grows at 1.5% p.a. and iv) real expenditure grows in line with growth in real p.c. GDP. The
projected real p.c. expenditure is compared with the relevant poverty line to produce an estimate of the projected poverty rate (Beard
2001 p. 7). The analysis of poverty and poverty reduction in Viet Nam is complicated somewhat by the existence of several aternative

poverty lines.
23

for 1993 urban and rural poverty lines by region, seep. 47.

For 1993 VL SSfindings on p.c. expenditure disaggregated by groups such as those mentioned here, see Dollar and Glewwe 1998 p. 35;
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Vulnerability target 2: Stabilization of rate of
downward consumption volatility

Although between 1993 and 1998 there was a net
upwards movement of household welfare, there were
also households and individuals whose status declined
over thisperiod. Thefollowing table describesthe degree
of movement in relative well-being, as defined by p.c.
expenditure, in the panel survey component of VLSS
1993 and 1998. The dark-shaded cells relate to
householdswhich did not changetheir quintile position;
the light-shaded cell s depi ct househol ds which changed
position by just onequintile. Householdsin theremainder
of thetable changed position by two or more quintiles® .

Intotal, some40% of householdsdid not change quintile
position between 1993 and 1998. Thosewhich changed
position by just one quintile (either upwards or
downwards) accounted for approximately another 40%.
This leaves some 20% of households which changed
position (upwards or downwards) by two or more
quintiles: 10% rose by two or morequintiles, while 9.9%
fell by two or more quintiles. It isthisfinal figure of
9.9% (encompassing all those households that fall in
the cellsbounded by aheavy black lineon Table 4) that
we will take as our baseline figure of dynamic
vulnerability for theperiod 1993-1998. Among thisgroup,

p.c. expenditure fell by 34% between 1993 and 1998.
This figure too might provide a baseline upon which
vulnerability-reduction targets might be based.

Attempting to relate this in any simple manner to the
rate of poverty reduction over the same period, and
attempting to then apply thisratio to future (projected
or target) rates of poverty reduction in order to obtain
an estimate of what maximum level of downward
mobility would haveto be maintained in order to achieve
poverty reduction targets, cannot bejustified. Intuitively,
it seemslikely that consumption volatility will increase
inamoreliberalized economy, but that with rising mean
incomes and consumption levelsthiswill not necessarily
equate to a point-for-point increase in the poverty rate.
The selection of the following target figure for the
prevalence of dramatic > 2 quintiles declines in p.c.
expenditure is therefore a matter of judgment rather
than calculation.

Target 2: consumptionvolatility must be stabilized
so that no more than 10% of households
experience a decline by two or more quintiles
between any two survey dates.

Table 3 Quintile transition matrix, 1993-1998: percentage of households

Expenditur e quintile 1998

Expenditure quintile 1 2
1993 Poorest

5 Richest ]0.4% 0.9%
4 1.1% 2.9%
3 2.6% 4.8%
2 5.5% 6.0%
1 Poorest oAl 5.3%
Total 20.0% 20.0%

3 4 5 Total
Richest

2.0% 4.3% 4% 20.0%

5.0% 6.6% 4.5% 20.0%
% 5.3% 2.2% 20.0%

5.0% 2.7% 0.8% 20.0%

2.9% 1.2% 0.2% 20.0%

20.0% 20.0% 20.0%

Source : PWG 1999 p. 174

24 There are a number of inter-related assumptions embedded in this choice of figures: notably, that the shape of the distribution of p.c.
expenditure remains largely unchanged over the next ten years, and that the relationship between a 1% reduction in the poverty rate and
a 1% increase in the mean expenditure as afunction of poverty line expenditure also remains similar to that observed between 1993 and
1998. Thereisaso alogical awkwardness in terms of stating a vulnerability target required to meet a poverty reduction target when
vulnerability is defined in this case in terms of relationship between mean and poverty-line consumption: the reduction of poverty
becomes endogenous to the reduction of vulnerability. This is perhaps inevitable given the difficulty of extricating the concepts of

poverty and vulnerability.

25 Morenuanced statistical measures could al so be derived to describe the distribution of p.c. consumption around the mean and inrelation

to the poverty line.

26 A similar transition table can be cal culated based on the numbers of individual srather than households; and by using different criteriafor
excluding those househol dswhich do not qualify asthe“same” householdin 1998 asin 1993: Glewwe and Phong 2001 Tables2 and A1,

Haughton et al 2001 p. 3.
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MEASURING VULNERABILITY, SETTING TARGETS AND ESTABLISHING BASELINE LEVELS
OF VULNERABILITY

It would be necessary to disaggregatethisoverall figure
of all households moving downward by two quintiles:
initial and final quintile position, ethnicity, urban or rural
location, and region or province would be obvious axes
for disaggregation: other categoriescould a so be added.

Vulnerability target 3: Stabilization and
improvement in consumption of the poor

The two targets discussed above capture what is often
seen as the core of the definition of vulnerability in
practical policy terms, namely the vulnerability of the
non-poor to falling into poverty. However, thereis a
need to look also at the vulnerability of the currently
poor to either remaining in poverty, or to a decline of
consumption statusinto yet deeper poverty. Thereare
problems with these measures, most importantly,
because the numbers involved are small (and will
hopefully decline asfurther poverty reduction occurs).
Alsoinaccuraciesin the calculation of p.c. expenditure
may be morethan normally pronounced with extremely
poor households leading to greater problems with
measurement errors. However, thereisaneed for some
measure that captures the tragjectories of households
already below the poverty line.

The following table describe the frequency of
movements between the categories of non-poor, poor,
and food poor (or very poor) between 1993 and 1998.
While two-thirds of the households classified as*“ very
poor” in 1998 had already beeninthiscategory in 1993,
one-third of the householdsin this category had beenin
better circumstancesin 1993 but had fallen into extreme
poverty over thefiveyear period. Similarly, nearly one

infive of the households classified as poor in 1998 had
been non-poor in 1993. Overall, 8.3% of the households
observed in VLSS’ 98 had suffered a declinein living
standards since 1993 which took them into a different
poverty statusin 1998 (Table 4).

The purpose of this target is to ensure that gains in
increasing security areenjoyed by poor aswell asmiddle
and rich groups. As such, the target measures chosen
are i) the percentage of poor households falling into
extreme (food) poverty and ii) the percentage of food
poor households escaping food poverty into the
categories of poor or non-poor. To make them more
amenable as targets, these figures are expressed as
percentages of households in the category in the first
time period, rather than as percentages of all
households. This the baseline figure for downward
mobility of poor householdsisthat 10.5% of households
in the category “poor” declined into “food poor” over
the period 1993 to 1998. The baseline for households
escaping food poverty isthat 64.4% of the households
classified asfood poor in 1993 had escaped this category
in 1998 (31.1% into non-poor status, and 33.3% into
poor-but-not-food-poor status).

Target 3: consumption volatility of the poor must
be stabilized so that no more than 10% of
households in poverty at one survey date
experienceadeclineinto food poverty by the next
survey date; and at least 70% of those in food
poverty move into adifferent class (poor or non-
poor) by the next survey period.

Table 4 Summary of household dynamics by direction of change, 1993-1998

Changein household status, 1993-1998 Asa % of

Direction of change Details All Householdsin
households classin 1993

Improved 35.0% From poor to non-poor 20.3% 61.0%

From very poor to non-poor 7.1% 31.1%

From very poor to poor 7.6% 33.3%

No change 56.8% Remained non-poor 39.2% 89.3%

Remained poor 9.4% 28.2%

Remained very poor 8.2% 36.0%

Declined 8.3% From non-poor to poor 4.0% 9.1%

From non-poor to very poor 0.8% 1.8%

From poor to very poor 3.5% 10.5%

Total 100.0%

Source: derived from Table5.1in PWG 1999, p. 101.
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PART Ill. EXISTING RISK MANAGEMENT AND SOCIAL PROTECTION
ARRANGEMENTS IN VIET NAM

This section assesses the adequacy of existing
arrangementsfor managing risk and vulnerability in Viet
Nam (described in Part | above). This review covers
both the practices adopted by individuals, households
and communitiesto reduce, mitigate and copewithrisk,
and the policies and programmes of the Government
that should help in this process.

Individual, household and community risk
management arrangementsin Viet Nam

Most households receive little in the way of state
assistance in managing risk. Household decisions are
therefore of critical importance in determining their
ability to avoid, mitigate or cope with shocks and life
cycle events?”. In most developing countries savings
and private transfers are central to managing risk and
avoiding destitution. InViet Nam datashow that private
transfers between households are very significant and
progressiveindistribution. Savings, however, arelow,
reflecting the fact that there is a lack of institutions
(social, market or state) offering savingsfacilities.

It is important not to romanticize the resilience of
households, or to rely upon thisresilience asasubstitute
for effective state policies. Many of the strategies
adopted by householdsto reduce, mitigate and copewith
risk entail serious costs. Protecting savings and assets
by reducing consumption entailslong-term disinvestment
in health and education — the basic human capital
required to move households, and ultimately the nation,
out of poverty. Alternative househol d strategies (detailed
below) increase household vulnerability in other ways,
and reduce the return to household activities, trapping
families in long-term poverty. One key objective of
GoV socia protection policy should therefore be to
reduce the burden that households must bear in
protecting themsalvesfromrisk, by providing collective,
potentially more cost-effective, protection through policy
and programme instruments.

Understanding household coping strategies is
fundamental toidentifying i) aspectsof risk management
imposing an unfeasibly heavy cost on poor households,
trapping them in poverty, and which would be a priori
areas in which the government should assume the
responsibility for risk management; and ii) aspects of
risk management in which households are relatively

27 PWG 1999 p. 112; van de Walle 1998 p. 9.

efficient, and which GoV assistance should facilitate
and complement rather than displace.

Risk mitigation

Diversification. Therole of economic diversificationin
mitigating risk iscomplex andisrelevant at both household
or community levels. For households, having severa
different livelihood activities (dependent upon severa
different forms of productive assets and/or producing
income at severa different points in the year) spreads
therisk that changeinrelativepricesor lossof aparticular
productive asset or seasonal income will result in a
dramatic drop in household income (see Box 5).

A more radical form of risk mitigation through
diversification involves migration to seek opportunities
whicharelackinglocdly. Migrationisbothanindividual
and a household risk management strategy, as
remittances may provide important security to rural
househol ds exposed to productionrisk inthe agricultural
economy.

Box 5 Diversification and risk-spreading in
flood-prone areas

In flood-prone areas in the central coast,
households stressed the value of livelihoods that
are not dependent upon land: while it may be
possibleto save other productive assetsand forms
of savings from a natural disaster (e.g. by
strengthening the house, or by moving livestock
to high ground), crops will always be destroyed.
Within theagricultural component of the household
economy, some households expressed adesireto
obtain hill land whichislessproductive but can be
planted with secondary crops (cassava, maize)
either proactively, to mitigate the risk that the
valley-bed paddy crop is destroyed by flooding
(i.e. planting in advance of floods), or asacoping
strategy, planting in the aftermath of such
destruction. Households who have their income
concentrated at just afew pointsin the year (e.g.
areheavily reliant upon oneor two major harvests)
find it harder to smooth income and consumption,
and so are morevulnerablethan thosewho receive
small sums of income throughout the year.

Source; Beckman 2000.
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Moretenuoudly, diversification may aso function at the
community level, by reducing the scope of covariant
shocks. If every household in a village is dependent
upon one crop, adramatic drop in theyield or price of
that crop will leave all households similarly exposed. If
however half the households in the village have
aternative sources of income, there will still be some
potential for inter-household transferswithinthevillage
economy. A diversified local economy also increases
the potential for insurance-based social protection, asit
decreases the vulnerability of the pooled funds to a
sudden run of claims.

Membership of savings clubs and rotating savings
and credit associations (ROSCAs). Formal savings
schemes are very limited: some of the demand for a
cash savingsfacility ismet through small-scale savings
clubs and neighbourhood hui (ROSCAS).

Insurance. Insurance - buying protection against risks
that are common and/or have serious consequences —
constitutes one of the major sub-sets of risk mitigation
strategies. The problemisthat for poor householdsthe
disposableincome required to pay premiumsislimited
(and often seasonal): the poor may find alternative, more
flexible strategies — savings of various kinds — more
suited to their circumstances. There may also be a
reluctanceto trust money to state institutionswhich may
be perceived as inefficient or possibly corrupt: poor
households cannot afford to waste money investing in
schemes which collapse or prove unable to pay out
adequately in the event of a claim. As insurance
schemes of the types relevant to the poor are to date
only supplied by state and para-statal agencies, the
details of the schemes offered will be described under
the discussion of state-provided socia protection below.

Coping with shocks

Borrowing rice or money from relatives, friends,
neighbours or moneylenders. Interest may be zero
(typically for small amounts from relatives or friends)
or very high (from moneylenders, but sometimes also
from neighbours, friends or even relatives).
Alternatively, households may purchase goodson credit.
Larger sums may be obtained as a mortgage on assets
(e.g. land): obviously, this coping strategy entailsarisk
that the household will lose the asset if they are unable
to repay the loan.

28 PWG 1999 pp. 118-9; Edmonds and Turk 2001 pp. 4, 18-19.

Increasing household labour inputs. One response
to crisis is to increase the hours worked by existing
labourers, and/or put more members of the household
to work (e.g. by withdrawing children from schooal).
Householdswhich previoudy focused upon subsistence
production may seek wage labour in order to meet needs
for increased expenditure: demand for thislabour islow
in many parts of rural Vietnam, and reflected in low
day rates. Desperation may force poor and marginal
individuals to undertake activities that are illegal or
socialy sanctioned, which provideanincomebut expose
them to other forms of risk.

Reducing consumption expenditure. In a crisis,
children are withdrawn from school to save on fees.
People learn to live with illness, or use low-cost
traditional cures, rather than seek medical treatment.
The amount and quality of food is cut back. All of
these coping strategi esimpose aheavy cost upon long-
term human devel opment.

Sling assets. In order to raise cash, especialy if itis
needed urgently for a large outlay (e.g. on medical
treatment), a household may sell off assets such as
livestock, land or (mainly in urban areas) housing.
Coping with ashock in thisway oftentrapsafamily in
poverty for many years.

Migration and household division. In areas lacking
land or other opportunities, seasonal or long-term
migration may be a coping strategy in times of crisis.
In some areas sending children to live with and work
for another household for aperiod of twoto three years
is an accepted coping strategy. Thiswork isgenerally
inthe household economy (tending livestock or looking
after young children): in return, the child isfed and the
parents may receive payment in the form of young
livestock?.

Increased use of common property resources. In
rural areas, crop failure may lead the poor to intensify
their use of common property resources (such astimber
and non-timber forest products). When household crises
are common, this use of common property may reach
unsustainable levels that threaten the long-term
availahility of theresource.

Receipt of gifts. Private transfers between households
arecommon and asignificant source of incomefor many
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households: private transfers are twice as important as
publictransfers. They appear to beprogressivein nature,
with donor households in better economic shape than
recipient households. Unlike loans, almost all gift
transfersflow between relatives. In particular, inflows
of cash gifts from children are amajor part of the total
income of the elderly. VLSS data shows that receipts
of private transfers increased for households
experiencing a decline in pre-transfer income,
suggesting that they are responsive to changes (crises,
increases in health expenditures, life-cycle events and
shifts in household demographic) and as such help to
cushion recipient householdsfrom poverty. While most
flows are within the immediate locale, many cross
regional boundariesand asmall but significant fraction
is received from abroad. Transfers also respond to
covariant shocks: inflows increased for householdsin
the southern provinces affected by Typhoon Lindain
late 1997%.

Social Capital. Communities often contribute to risk
management and the alleviation of destitution by
providing assistance to community members who fall
into hardship (seeBox 6). The* socid capital” underlying
collective self-help may be particularly strong inremote
areas.

Box 6 Community contributions to social
protection

= Community contributions to wedding and
funeral expenses.

=  Community-organised transfers of money or
food for the very sick or elderly.

= Mora support or social sanctions(e.g. coming
to help a wife who is being beaten by her
husband).

= Sharing work or contracts.

= |nter-household loans of labour (helping with
agricultural work, or looking after children
while parentswork) or productive assets (e.g.
draft animals)

29

Aswith household-level risk management strategies, it
is important to be realistic about the role of the
community in social protection. First, community
assistance in poor communitiesis limited by asimple
lack of resources. For the poor to rely upon their poor
neighboursfor helpintimesof crisisnot only reinforces
inequalities within Viet Nam, it also increases the
vulnerability of all involved to the point where mutual
help mechanisms may break down in the face of a
covariate shock in the future. Secondly, the social
solidarity that underpins mutual aid reflectstraditional
values (shaped by strong social relationsarising froma
lack of mobility and a common dependence upon
agriculture) overlaid by socialist values of equality and
sacrifice for a collective good. As the transition to a
market economy resultsin greater population mobility,
diversification of economic activities and widening
inequalities, it will becomeincreasingly risky torely upon
the community to provide assistance to the poor.

Social protection policiesand programmesof
the Government

This section reviews state interventions intended to
serve specific social protection ends (reducing
vulnerability or helping the destitute) as well as more
general poverty-focused or growth-promoting
interventions that may contribute to social protection.
Formal social protection in Viet Nam is comprised of
two main elements (socia insurance and social relief),
each with a number of sub-components®.

Social insurance

The state social insurance programme dates back to
1947, and currently offers both short term benefits
(maternity, sicknessand employment injury) and long-
term (old-age pensions, disability and survivors' benefits),
but not unemployment insurance. Thevalue of benefits
isrelated to salary, and so is greater for higher-income
groups. The scheme covers public sector workers,
military personnel, employees of SOEs, and (since 1995)
formal sector empl oyees of businesses employing over
10 people. The number of workers participating in the
scheme stood at 5.8 million (13.8% of the workforce)
in1999. Coverageisalmost universa for civil servants
and around 90% for SOE employees. However, less
than one-third of eligible private sector employees are

Cox 2001. Sofar, private transfers have not declined with economic growth and increasing prosperity.

30 Thedescription of social insurance and social relief is derived largely from Prescott 1997 pp. 28-32 and MOLISA 1999 pp. 17-19. For
a history of the evolution of statutory social protection in Viet Nam, see Dzung 2001 pp. 201-205.
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covered®. Poor compliance in the private sector is
partly due to the inability of understaffed labour
inspection departments to hold companies to their
obligations. It also reflects the tacit or active
collaboration of many workersin the avoidance of socia
insurance, implying a low level of confidence in the
system. Thisispartly because pensionsare not adjusted
for inflation and therefore provide an ineffective
replacement wage in real terms. In part, workers are
simply not convinced of the benefitsof social insurance,
especidly when contributionsrepresent asignificant dice
of wages, which are generally low.

Thecontribution rateis20% of salary, with theemployee
contributing 5% and the employer 15%. Additional
voluntary contributions are not possible under the
scheme, nor isit possibleto opt out. 1ntheory, thesocial
insurance fund is independent of the state budget: of
the 15% employers’ contribution, 5% isretained by the
Vietnam Confederation of Labour (VCL) to finance
the short-term benefitsthat it administers, while 10%is
alocated to MoF to pay for thelong-term benefits (ol d-
age pension, disability and survivor’s benefits)
administered by MOLISA. In practice, however, weak
revenue collection from SOEs resulted in an effective
contribution rate to MoF of only 5% of the €eligible
payroll (cf an estimated 13% contribution rate required
to fund existing pension obligations). The shortfall to
the public pension programme (morethan half thetotal)
was made up from general revenues, from taxes levied
onthewhol e population, the vast majority of whom are
not covered by socia insurance. Government Decision
No. 43 (June 1993), aimed to gradually shift social
security financing off the state budget to a new and
independent institution, the Vietnam Social Security
Organisation. However, the state budget was still the
largest source of social insurance financing in 1999.

Social relief

The sacial relief programme (sometimes referred toin
GoV documents as the social protection programme)
provides social assistance transfers to those not
protected by theformal sector social insurance scheme.
It is comprised of three main elements:

31

Regular or recurrent relief is delivered through two
Social Guarantee Funds, one for Regular Relief (for
the lonely elderly, orphans and the disabled poor) and
one for Veterans and War Invalids. Local authorities
identify those eligible for benefitsusing targeting crite-
rialaid out in Decree 167 (1994). Numbers are con-
strained by local budgets. Minimum benefits are set*?,
but localities are encouraged to provide benefits above
these dates if they have the resourcesto do so. While
nearly 1m individuals qualify, only 20% of these actu-
aly receive socia assistance. 2% of al Imdligibleindi-
viduals are in institutional care. The target groups for
recurrent relief may aso (or instead) receive assistance
from non-state sources. It is not clear how far this
compensates those who should but do not receive re-
current relief.

Emergency relief targeted at victims of natural
disasters. In 1993, 2 million people received benefits
from this source. From 1994 Provinces were required
to establish emergency relief funds, with budgetsin that
year ranging from 2-5bn VND. The main types of

Box 7 Components of the National Target
Programme for Hunger Eradication and
Poverty Reduction

»  Sedentarisation, resettlement and New Eco
nomic Zones (MARD)

» |nfrastructure development in poor com
munes and resettlement (CEMMA)

= Promotion of agriculture and off-farm pro
duction (MARD)

» Extension servicesfor agriculture, forestry
and fisheries (MARD) and for income
generation (MOLISA)

= Training for HEPR staff (MOLISA and
CEMMA)

»  Assigtanceto ethnic minority householdsfac-
ting extreme difficulties(CEMMA)

» Credit and savings for the poor (SBV)

»  Education for the poor (MOET)

» Health for the poor (MOH)

Mac Arthur 2000 p. 3. Belser 2000 cites different figures: atotal of 4m members, of whom only 380,000 are private sector employees.

Mandated minimum levelsof benefitsare set at 36,000 VND (or 12kg of rice) per month for thoseliving in communities; 84,000 VND for
those living in social institutions; and 96,000 VND for the mentally disabled living in social institutions. For the severely disabled, this
allowance increases to 45,000 if living in communities, 100,000 for those living in institutions, and 115,000 for the severely mentally

disabled.
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emergency relief are: 25-30,000 VND p.c./month
hunger relief, for one to three months; 1m VND/
household to repair or rebuild houses; 1m VND for
funeral fees; and 200-500,000 VND p.c. injury relief.

Starvation relief. Relying again upon listsdrawn up by
local authorities to central guidelines, this programme
providestemporary support to the very poor who suffer
extreme hunger between harvest. In 1997 this was
estimated to affect 3-5m people each year.

Several other GoV policies and programmes serve a
social protection function, even though not officialy
conceived as part of the social security system.

National development programmes / HEPR

Intheearly 1990s, starting in Ho Chi Minh City, certain
provincial governments attempted to integrate anti-
poverty programmes within an overall Hunger
Eradication and Poverty Reduction (HEPR) framework.
Thiseffort at integration was adopted as national policy
in 1996, and thefirst national HEPR programme (1998-
2000) was initiated two years later. This framework
brought together nine component programmes, most of
which had existed in someform previously. Box 7 lists
these components and the government institution
accorded lead responsihility for each. Intermsof total
funds, infrastructure devel opment and subsidized credit
emerge as the most important elements of the national
HEPR programme. Appendix 3 provides a more
detailed list of HEPR-related policy initiatives.

Assessments (including assessments by the intended
beneficiaries provided during exercises such as PPAS)
suggest that there are anumber of problemswith HEPR
arrangements which limit their value to the poor and
vulnerable (see below)®. In particular, there is a need
to make the HEPR truly broad in scope: at present,
although there are many components, the magjority of
total HEPR funds are spent on credit and infrastructure
development. Unfortunately, there islittle in the way
of analysisof HEPR programme effectiveness by which
to reach definitive conclusionsregarding what el ements
are successful, and should be expanded and replicated,
and which are not succeeding, and should be subgtantially
adjusted. A case in point is the National Fund for

Employment Promotion (NFEP). The basis on which
claimsfor the success of this programme are often made
— the assumption that loans create jobs — is too
simplistic. A significant part of the budget is spent on
the NFEP (VND1,165bn between 1992 and 1999) and
it isimportant that it should be periodically evaluated in
order to test the cost-effectiveness of itsachievements®.

Microfinance

Microfinanceisnot necessarily an instrument of social
protection: when, as generally happens, lending for
productive investment is emphasized and the major
beneficiariesare the middle-poor rather than the absolute
paoor, it'sroleismore promotion (growth oriented) than
protection. If badly designed and managed, or if the
country is hit by an economic shock, being indebted to
a microfinance scheme can actually be a form of
vulnerability initsownright. Nonethel ess, microfinance
can be argued to serve a socia protection function.
There is a reasonably large amount of microfinance
available in Viet Nam, and the number of borrowers
has expanded rapidly during the 1990s as the Vietnam
Bank for Rural Development (VBARD) and other
government schemes have provided loans at subsidized
interest rates® . Despite achieving some positiveimpact,
there are aspects to the structure and management of
the sector that are problematic. As demand for cheap
loans outstrips supply, credit is rationed, and as such
rarely available to the poor, who must still rely upon
high-interest loans within the informal sector. Most
importantly, there is a notable lack of a cash savings
facility, which could provideavaluablesocial protection
function. Thisisinlarge part because subsidizing interest
rates on loans makes it hard for a bank to offer an
attractive interest rate on deposits.

Disaster prevention, mitigation and response

Particularly in those areas, such as the central coast,
where natural disasters are common, prevention
measures and the public response to disaster (in terms
of local state action and interms of collective self-help
by flood-affected communities and assistance from
neighbouring communities) are relatively well
developed. Inthiscase, itisgenerally the casethat risk
reduction (flood control infrastructure) and risk coping

33 E.g. Nguyen and Nguyen 1999; PWG pp. 120-124; van de Walle 1998 pp. 18-22.

34 n.a 1999
35

For adetailed review of microfinancein Viet Nam see McCarty 2001.
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(mobilization of state and mass organizationsto assist
those affected, and the provision of massive quantities
of public credit to re-establish production) arerelatively
effective. Risk mitigation (measures implemented in
advanceto reduce theimpact of adisaster which cannot
be prevented) is somewhat less developed. More has
however been achieved inthisareain recent years(e.g.
in the construction of flood- and typhoon-proofed
houses).

Crop insurance

Crop insurance, offered by the Vietnam Insurance
Corporation (Bao Viet) from 1993, isone obvious area
with potential. Three options are available for the
collection of premiums, each with its own advantages
and disadvantages. Payment as a voluntary option
through the tax system has the advantage that tax
departments already have information on acreage and
land use; but as a task additional to their core role it
strains the capacity of the tax staff, and bundling
voluntary insurance contributions together with tax
collection discourages farmers from paying. Payment
through banksisrelatively easy, but islargely restricted
to those areas (notably the Mekong Delta) where the
majority of farmers have taken bank loans. Direct
payment facilitated by insurance agents has high costs
and low efficiency, and Bao Viet hasyet to train enough
qualified staff to take on this proactive role. Uptake
has so far been limited: in 2000, only 315,200 farming
households and 206,000 ha. (3.4%) of the 6 million ha.
of land cultivated in Viet Nam were covered by
insurance. |Inaccurate valuationsand poor cooperation
between Bao Viet and local authorities contribute to
inefficiencies®.

Labour market regulations (including child labour)

Viet Nam has established ambitioustargetsfor industrial
growth. Inpursuing thesegoals, it will also be necessary
to ensure that future industrial growth is more labour-
intensive (and thus poverty- and vul nerability-reducing)
thanit hasbeentodate. Labour market regulation needs
to strike a balance between protecting workers from
low-wage poverty traps and workplacerisksonthe one
hand, and raising pricesto uncompetitivelevels, resulting
in lower employment, on the other. Three areas of

regulation are particularly significant; minimum wages,
the non-wage compensation of social insurance
(discussed above), and employment termination and
dispute settlement. Occupational health and safety and
the control of child labour are a so important aspects of
social protection. Overal, Viet Nam'sregime of labour
rights protection is judged to be quite good on paper,
and, even alowing for imperfect enforcement, better
than that prevailingin China® .

Minimum wages vary by sector (state and domestic
companies as opposed to foreign-owned companies)
and, within the foreign-invested sector, by region.
Minimum wages in the domestic sector are set very
low, and probably have little effect on wages, which
average well above the minimum even for low-skilled
workers. Levelsfor foreign companiesare much higher,
at between 78% and 89% of average wages in the
private sector. Enforcement isnot watertight, but most
foreign-owned compani es surveyed do appear to comply
withtheregulations. Intheory these requirementscould
negatively affect Viet Nam's competitive advantage and
employment. In practice, a study in 2000 concluded
that “ Few investors, however, seem to complain about
labour costs...[which] are only part of what defines
competitiveness. There seems to be much scope in
Vietnam for cost-saving reforms other than those that
reduce the purchasing power of workers... labour costs
in Vietham remain very low and attractive by
internationa standards.”*® Theregulationsintheforeign-
invested sector thus seem to provide an effective floor
to real wages (although some violations occur), without
harming employment prospects.

Thereare proposal sto raisethe current minimum wage,
certainly for the public sector and probably also (by a
smaller amount) in the domestic private sector. If the
rate for domestic private sector businessesisincreased
by the same amount proposed for the state sector
(approximately doubling the current level), it may have
an effect on total employment. It will be necessary to
conduct careful economic analysis to assess whether
the losses (in terms of reduced employment) would be
outweighed by the benefits (in termsof higher disposable
income among employees) if this increase in private
sector minimum wageislarge.

36 over the past five years the costs of crop insurance (14.4 bn VND) exceeded revenue (13.05 bn VND): Silver 2001.

37 Manyin et al 2001.
38 Belser 2000 pp. 18-22.
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Excessively stringent provisions for terminating
employment will reducetheflexibility of companiesto
adjust the size and composition of their workforce in
response to changing market conditions; this may
increase unemployment by discouraging employersfrom
taking on new employees. Labour mobility isparticularly
important during the process of SOE equalization, but
aso influences the willingness of foreign investors to
investinjoint ventures (JVs) with state enterprises. The
1995 L abour Code alowsfor termination with payment
of one month’s salary per year of service in the case of
“businessrestructuring” or “change of technology”; and
with ahalf month’s payment per year of servicein the
case of “natural disaster” or the closure of the business.
Mass layoffs by a going concern require discussion
and approval fromthelocal tradeunion. Disputesover
termination between unions and employers require a
complex arbitration procedure; the mandated procedure
for disputes between anindividual and hig’her employer
are much simpler. In practice, most private sector
companiesavoid restrictionson their flexibility by hiring
most workers on short (six to twelve month) contracts.
Thus the only case in which it appears that the labour
code does constrain employment decisions is that of
foreign companies entering into JVswith SOEs: here,
experience interpreting the Code is still limited, and
ambiguous, with the possibility that it may deter some
foreign investment in JV=°.

In the future, working conditions may emerge as an
issue for labour protection legislation. Legal
requirements are established but small-scale studies
suggest that conditionsin private enterprises may often
fall well short of these requirements. More effective
enforcement would however requireincreased numbers
of inspection staff.

Viet Nam was an early signatory of the Convention on
the Rights of the Child, and legidation generaly reflects
a sensible balance between protecting children and
recognizing the importance of children’s work to the
livelihoods of poor households (mainly within the
domestic sphere but also in some cases in wage
employment). Child labour declined rapidly inlinewith
reduction in poverty in Viet Nam during the 1990s.

39 Belser 2000 pp. 23-26.
40 Edmonds and Turk 2001; SCF 1998.

However, the issue has not disappeared: girls, ethnic
minority children and the children of migrants are
disproportionately likely to beworking, either in or outside
the home, for more hours than are commensurate with
developmental needs®.

Protecting access to health care: health insurance
and user fee exemptions

I11-health is one of the most common risks faced by the
Vietnamese population. M echanisms to meet the costs
of medical care for poor and vulnerable groups are
potentially among the most important of socia protection
instruments. Two approachesto this problem have been
attempted: exemption from user charges and health
insurance. Certain groups (the handicapped, orphans,
patients suffering from TB or leprosy, and the poor)
are supposed to be exempted from the fees for health
care introduced in the early 1990s. It is not clear that
the poor do indeed receivethese exemptions, particularly
for drug costs, and the exemption rate varies markedly
betweenfacilities. Perhapsin recognition of this, anew
approach has been adopted since 2000, working through
the Vietnam Health Insurance Authority (VHIA) system
(see Box 8). The provision of free VHI cards to the
poor, introduced in 2000, is potentially a good way of
improving access to health care. However, there are
problems. Only 4m individuals have received these
cards (c.f. GSO/World Bank estimates of 28m poor,
including 11m“extremely poor”). Those attempting to
claim health services using VHI membership,
particularly in under-resourced Communes, are often
treated after people who are paying cash, and it is still
necessary for them to pay anumber of charges (formal
or informal) at the point of service.

There is a pressing need to reevaluate how best to
ensure access of the poor to the health care they need.
Financia constraintslimit the ability of the government
to provide free cardsto all, and in the absence of other
sources of funds the commune clinics (at which most
of the poor seek treatment) will continueto compromise
user fee exemptionsand equal treatment of VHIA card-
holders. Part of the problem isthat for administrative
reasons the health insurance system deals only with
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ingtitutionsabovethelevel of thecommunehedth clinics
(CHCs) and therefore does not reimburse commune-
level health services. Hedlth financing arrangements
need to be modified in order to reimburse CHCs for
services provided to the poor: since it may be

Box 8 Viet Nam Health Insurance:
coverage and contributions

Health insurance coverage expanded rapidly in
the first five years since the VHIA was
established in 1993, but has since leveled off.
The VHIA scheme has two components: i) a
compulsory schemeaimed at current and retired
public sector workers and large private
enterprises (those employing morethan 10 staff);
and ii) avoluntary scheme for the remainder of
the population, which offerstwo packages (alow-
priced package covering only in-patient careand
ahigher-priced package covering outpatient care
and some drugs costs). In 1998 the compul sory
scheme covered 77% of its target group, while
the voluntary scheme covered only 5% of its
potential membership. Over 90% of those
enrolled in the voluntary scheme are school
students, aslocal authorities pressure schoolsto
enroll their pupils. The scheme has so far had
only limited success in enrolling other groups,
particularly the rural poor: in 1998 coverage
among the top quintile stood at 28.7%, while
coverage of the bottom quintile of the rural
population was only 5.8%. Coverage alsovaries
dramatically (from 3.7% to 38%) between
provinces. Contributions to the compulsory
scheme are 3% of basic salary (1% from the
employeeand 2% fromtheemployer). Voluntary
scheme members pay annual premiums which
vary from 10,000 to 50,000 VND p.a.. Health
facilitiesat thelevel of theinter-communehealth
polyclinics (1CPs) and above are reimbursed by
VHIA on afeefor-service basis: aflat fee for
accommodation and standardised fees for tests
and treatments).

administratively cumbersome to do this on a fee-for-
service basis, it may be best for the GoV to channel
part of the premium to CHCs on a capitation basis* .

Agricultural extension

Agricultural extension hasgreat potential to reducethe
production vulnerability faced by rural groups.
Importantly, effective and affordable vaccination and
treatment of livestock could greatly reduce the risk of
losing livestock which represents both productive assets
(draft power) and savings. Underfunded extension

Box 9 Extension methods do not reach the
poor: findings from the Tra Vinh PPA

Although shrimp-farming dominates income
generation for households in Duyen Hai, poor
farmers said they wererarely invited to attend the
courses provided by the District aquaculture
extension centre. Aquacultural extension officers
were often seen in the village at the beginning of
the shrimp-raising season, but it did not seem that
HEPR loans were coordinated with seasonal
schedul es, or that extension officerswereavailable
for loan recipients. Only 7 householdsinterviewed
in Duyen Hai who had borrowed toinvestin shrimp
farming had been invited to attend classes on the
topic, and only 2 of these households were poor.
Those invited found the shrimp farming courses
offered by the District were generally designed
for commercial farmersrather than small farmers
with limited education and landholdings. Instruction
materials were complex, full of scientific jargon,
and required literacy in the Kinh language. Lack
of access to adequate extension also affected
livelihoodsinraising livestock (namely pigs, ducks
and poultry) and growing fruit trees. A poor farmer
who had attended courses complained that “they
haven't taught us anything about technology: we
haveto find out for ourselves from the newspaper
or radio, from friends or by watching other people
who work effectively.” Thislack of extension can
have serious economic impacts on marginal
households

41 sourcesfor this section include Bushan 2001, esp. pp. 42-4; and World Bank et al 2001, esp. pp. 154-160.
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services are unresponsive to the needs of the rural
majority (much less the rural poor), not co-ordinated
with other services (e.g. microfinance) and do not fulfil
this role (see Box 9). There have been successes in
recent years, as extension services in some provinces
have adopted more participatory and demand-led
approaches. Lessons of best practice should be
extended in a systematic way throughout the country.

Who benefitsfrom state social protection?

It is not possible to produce a comprehensive analysis
of thedistribution of state-provided socia protection and
poverty reduction benefits though a partial analysisis
possibleusing VLSS dataon benefitsfrom selected GoV
and NGO social programmes (see Table 5) To
summarise, among the programmes for which datais
available, the most significant source of social income
isfrom the social insurance fund, which pays more on
average and to alarger proportion of householdsinthe
top quintiles. The number benefiting and the benefit per
household declines markedly in the lower quintiles.
Socia subsidies—that is, social relief transfersof various
kinds(regular, emergency and Sarvationrelief) isdightly
less regressive, with |ess difference between quintiles
in p.c. benefits and the greatest benefits going to the
median quintile. But here too the poorest quintile
receives the lowest average benefits per capita. The
benefits of poverty alleviation programmes and NGO
assistance by contrast are weighted towardsthe poorest
quintiles — but are so small as to be largely
indggnificant®?. Overdl, the conclusionisthat theformal
core socia protection systemin Viet Nam — the social
insurance and social transfer schemes—do not provide
effective social protection to the magjority of the poor.

There is a strong geographical component to the
variation in per capita allocation of resources aimed at
reducing poverty and vulnerability. Thisisan outcome
of Viet Nam's decentralized administrative system.
Whilethe centreisresponsible for issuing guidance on
targeting and benefit levels, the Provinces and sub-
Provincial unitshave considerablediscretionary power
to adjust spending to reflect total resource availability.

42 pPWG 1999; van de Walle 2001.
43 yandeWalle1998.

44 van deWalle 1998 p. 26.
45

poverty: van de Walle 2001 pp. 23-5.

The resulting picture is complex. The contribution of
central funds to anti-poverty programmes has a
progressive distribution in favour of poor provinces.
However, theway in which Provincial administrations
alocate these funds to Districts, and Districts allocate
funds to Communes, is not necessarily pro-poor.
Furthermore, central funds are often of secondary
importance to funds raised at local levels. Prosperous
Provinces and Districts can raise more than poor
Provincesand Districts. Thenet result isthat it ismuch
better to be poor inarich District thanitisto be poorin
apoor District®.

The third major factor in any reckoning of who gains
from state programmes relates to the position of
migrants. Voluntary migrantsto the citiesfind it very
hard to obtain a residency permit, without which they
do not qualify for local social services (free schooling
for their children, health care, etc.). In 1996, therewere
estimated to be one million unregistered residents of
Ho Chi Minh City alone**. Apart from creating agroup
of unprotected citizens with particularly precarious
livelihoods, this arrangement may also create spatial
poverty trapswhich act asabrake on national economic
development, if theloss of community and state safety
net benefits deter all but rich households from moving
to follow new economic opportunities.

Are GoV programmes effective in reducing
poverty and vulnerability?

Asmentioned above, social protection instruments may
be classified into those in which the primary aimisto
protect individuals and households from a decline in
wellbeing and thosein which the primary objectiveisto
lift up individualsand householdsfalling below certain
socially acceptable standards. In reality, many
instrumentsfulfill both roles, depending uponthe position
of the householdin question. Nonetheless, thedigtinction
between promotion and protection may be a useful
framework for the analysis of social protection
programmes.

Van de Walletested the hypothesisthat thelevel of p.c.
social benefits received by households reflects not the

these payments helped approximately 1% of the population to escape poverty, and protected 1% of the population from falling into
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EXISTING RISK MANAGEMENT AND SOCIAL PROTECTION ARRANGEMENTS IN VIET NAM

level of poverty but the occurrence of shocks, implying
that social protection programmes should not be
criticized for poor targeting simply on the basisthat the
main beneficiaries are non-poor, as they may have
responded effectively to shocks and prevented non-poor
households from falling onto poverty. On the basis of
the dataavailable, however, she concludesthat “ neither
starting out poor, nor experiencing negative shocks,
appear to have dlicited a response from social welfare
programs.” Looking at the problem from another
perspective (asking what part of the impressive
reduction in poverty between 1993 and 1998 can be
attributed to social transfers), she finds“transfers have
negligible impact on poverty”. Statistically speaking,
impact at this level is not statistically different from
zero®,

Summary: risk management and social
protection arrangements

Table 6 summarisesthe most common proximate causes
of risk and the groupsthey affect, and providesalist of
potential approaches (for households, communities, the
market and the state at various levels) to reducing,
mitigating and coping withtherisk inquestion. This ligting
of approaches is intended to be inclusive: it includes
potentia strategiesand instrumentswhich have not yet
beentriedinViet Nam, but areworth considering. This
is the basis for the subsequent discussion of what is
required in order to achieve targets in reducing
vulnerability and, by extension, poverty.
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PART IV. ACHIEVING GOALS

Recommendationsfor GoV policiesto address
vulner ability

The following section identifies some key policy and
programme changes which will contribute to the
reduction of vulnerability and effective support to the
chronically poor. Underpinning al these suggestionsare
twomain goals:

First, to increase the protection component of GoV
socia protection/anti-poverty programmes, particularly
with regard to protection against idiosyncratic risk (while
improvements are possible, there is a reasonably
effective set of institutional arrangements between
government line structures, mass organizations and
communitiesfor dealing with the covariant risk of natural
disaster); and, secondly, to gradually change the focus
of the core socia protection system, the social insurance
and social transfer schemesthat account for thelargest
part of total protection expenditure, sothat it deliversa
larger proportion of total benefitsto the poor and middie-
income groups, rather than the upper quintiles. This
|atter task will be politically sensitive®.

Moregenerdly, it isimportant to position vulnerability
more centrally onthe policy agenda. Thiscouldinvolve
requiring that any proposal for policy change must
include a vulnerability analysis, to focus attention on
those who are likely to be negatively affected by the
reform in question, and to help identify measures to
reduce and compensate for these shocks.

Adjust revenue collection and budgeting so as to
standardize eligibility and benefit levels
throughout the country

It is hard to make conclusive statements concerning
the effectiveness of GoV socia protection instruments
giventhelack of detailed information. However, those
studies which have been carried out (e.g. the GoV-
donor Public Expenditure Review in 2000) identify a
number of problems with the equity and efficiency of
the current system of revenue generation, service
financing and targeted social protection and poverty
reduction programmes, which do not provide equal
benefitsto all of Viet Nam's poor#”. National criteria

46 Van de Walle 1998 pp. 32-4.

47 GoV-DWG PER 2000; van de Walle 2001.
48 Van deWalle 1998 p. 24.

49 PWG 1999 p. 126; van de Walle 1998.

for benefit eligibility are adapted to reflect local resource
availability and the concept of relative poverty: wealthier
areas(e.g. Ho Chi Minh City) establish higher and more
inclusive criteria for the identification of programme
beneficiaries. The poor inrich Communesand Districts
thus receive much more in terms of net benefits than
the poor in poor areas. Intheinterestsof equality, there
would seem to be a case for central government “to
establish and enforceanationa minimum standard below
which noneis alowed to fall”“. Needs identification
on thisbasiswould determine the flow of central funds
toloca governmentssothat central funding iseffectively
targeted to poor Communes where it is most needed.

There are reasons why the current system, in which a
large proportion of total programme funds are raised
locally and eligibility criteria are adjusted to meet
resource availability, has come into existence. This
decentralized system, based upon local -level targeting,
was suited to asociety in which geographical inequdities
were low, most people stayed in the same place over
the course of their life, and local officials were
accordingly well-informed about the poverty and
vulnerability of their congtituents. Asmobility increases
in the market economy, this system will become
increasingly ineffective in identifying the poor and
vulnerable, particularly inareasof in-migration (mainly
urban)®. Thereisalso adanger that, by deterring people
from moving to follow economic opportunities, the
current system of targeting will start to retard economic
growth.

Oneway to ensure more equal treatment under different
local governmentswould beto insert arequirement that
vulnerability receives explicit attention in Commune,
District or Provincial poverty reduction plans, and to
provide guidance on how to carry out thisvulnerability
analysis. An important complementary measure in
reducing inequalitiesin benefitswould beto emphasise
the importance of informing citizens of the rights and
entitlements. Many of those currently receiving benefits
do not know why they are receiving them or whether
they arereceiving the correct amount. Obviously, most
of those who should but do not receive benefits are not
aware of their entitlements. Lack of awareness is
particularly pronounced for ethnic minority groupswho
do not speak or read Vietnamese. Provision of
information — perhaps posted on thewalls of Commune
centres, or over radio or TV, and in the relevant
language(s) where non-Kinh groups are significant —
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would help to reduce the proportion of unclaimed
benefits.

Develop holistic approaches to disaster prevention
and mitigation

Given that serious natural disasters appear to be
increasingly common, the Government needsto devel op
integrated, regionally-defined plans for reducing the
probability of disastersand mitigating the consequences
when disasters do occur. Thiswill need to include:

Non-structural measures: disaster preparedness and
response systems, integrated catchment planning; review
of building codes; advice and subsidies to encourage
the construction of buildings strengthened against wind
and flood damage; insurance against disasters, including
crop insurance; and agricultural research and extension
oriented towards flood and drought resistant and qui ck-
growing post disaster crop varieties.

Structural changes: reforestation, construction,
maintenance and management of flood control and
irrigation infrastructure; dredging and river erosion
control; etc.

A Disasgter Rehabilitation Fund, availableon aresponsive
basis, to finance reconstruction of publicinfrastructure
and income support and employment to assist in
recovery®.

This integrated approach to disaster prevention,
mitigation and response requires effective coordination
of numerousinstitutions(e.g. MARD, MOT, MP, etc.).
Considerable success has been achieved in donor-
government coordination in central Viet Nam®: there
is good potential for building on and replicating this
approach elsewhere (e.g. the Mekong Delta).

Increase the accessibility and quality of health
services and education

Ensuring affordable access to curative healthcare for
poor householdsiscentral to reducing vulnerability. An
immediate Government commitment to ensuring this—
perhaps starting in the defined “poorest communes’
would have a significant impact on the ability of poor
households to cope with one of the most frequent and
debilitating risks they face. Eliminating costs to poor

50 world Bank et al 2000 pp. 88-9; IFRCRCS 2001.
51 NDM Partnership 2001.

patients (through effective exemptions policies, perhaps
involving an approach other than that attempted with
free VHI cards) is part of the solution. Restructuring
health financing so that VHIA reimbursementsflow to
commune health clinics, probably on astraightforward
capitation basis, would support health services at the
level at which most of the poor seek health services,
and ensurethat VVHI card-holders obtain serviceswhich
equal those obtained by people paying cash.
Experimentswith more complex co-financing of health
insurance may also be rewarding: in urban China,
considerable success has been achieved in extending
the coverage and sustainability of health insurance by
using acombination of individual savingsaccounts, an
employer-financed pooled fund, and underwriting by a
health insurance policy, with defined cut-offs for the
amount to be paid from each under given circumstances
(see Box 10).

Box 10 Health insurance financing in China

In China, pay-as-you-go premiumsfor statutory
health insurance schemes in urban areas have
now reached therelatively high level of 8-9% of
the total payroll. As an experiment in making
these funds more effective, two citiesintroduced
a system in which the workers' half of the
contributions is paid into individual savings
accounts, whiletheemployers' halfispaidintoa
pooled fund. When an employeefallsill, medica
expenses are paid firstly from their individual
account, and from other personal savings.
However, if expensesin any given year exceed
theamount in the individual account plus 5% of
the employee's total wage, the excess is paid
mainly by the (employer-financed) pooled fund.
If medical costs then exceed a further ceiling
(five times the employee’s annual wage), they
are covered by a supplementary medical
insurance policy. While complex, this system
seems to have succeeded in heightening
employers and employees awarenessof medical
costs and to have prompted hospitals to
rationalize diagnosis and treatment procedures.
The system is now to be extended to another 57
cities.

(Source: Xiaoyi et al 1999 pp. 71-4 ; van Ginneken
1999 pp. 18-19.)
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Raising the overall standard of carethrough investment
inmaterial and trainingisalso critical. It may be easier
to improve access to quality health care and education
through transport infrastructure which reduces
remoteness, rather than by building local health centres
or schools. Targeted human development programmes
—such asthe PROGRESA programmein Mexico -can
also help to reduce the need for poor and vulnerable
households to trade off income generation, assets and
savingsagainst investment in schooling and heath care.

Simplify registration of urban migrants.

Themost obvious manifestation of theincreased mobility
of the population is the large number of unregistered
residents of large cities resulting from migration. The
Government has atarget to increase the urban share of
the national population to over 40% over coming
decades. If thisisto occur, it isessential that migrants
to urban centers are provided with the right to access
social services (education, health, and social protection
/HEPR). Thiswill beadifficult decision: it will entail
an increase in the level of demand for urban social
services, and place a strain on the budgets of urban
governments. It is however necessary, both to provide
the mobile and flexible labour market Viet Nam needs
to develop, and to provide migrants to urban centers
with the same rights and securities as other citizens
(Box 11). Extraresources will be needed.

Modify microfinance schemes in order to make
them more effective as instruments of poverty
reduction and risk management.

There is room for microfinance to play a much more
activeroleinthereduction of poverty and vulnerability
in Viet Nam. One of the key issuesisthe need of poor
householdsfor asafe and profitable method of making
cash savings. At present most government microfinance
schemesoffer subsidized |oansbut no convenient deposit
facilities®®. Savings schemes must be secure
(guaranteeing the safety of deposits), convenient (with
locations and processes that make it easy to deposit
and withdraw savings), liquid (providing depositorswith
the facility to withdraw cash at short notice) and
anonymous. Depositsmust be protected againgt inflation
and against institutional collapse (demanding sound

management, effective regulation, aclear and publicized
statement of savers’ rights and obligations, and some
system of deposit insurance)>. Such a scheme would
provide a very attractive aternative to the strategies
for savings that the poor use for lack of aternatives:
for example, buying livestock or gold.

The continued provision of loans at below-market rates
through VBARD, VBP and various specia programmes
is strongly supported in much of the Government.
However, many studies have pointed to the drawbacks
of such apolicy, and to the need to rethink loan interest
ratesasanecessary precursor to the provision of savings
facilities. Savings are crucial: the fact that the
Government has signaled its desire to provide savings
services for the poor is a very positive move*. The

Box 11 Migration, residency and labour
market operation in China

China, like Viet Nam, has used residence permits
to administer social security and manage
population movements and labour supply. Asin
Viet Nam, thisnow resultsintwo problems. Firstly,
those who have migrated to the towns face
particular vulnerabilities, asthey cannot officialy
work without a residence permit, and face
restricted access to social services. Secondly,
rural residents deterred by these problems from
moving contribute to the oversupply of labour in
the countryside. Asaresult, the PRC hasrecently
announced its intention to abolish some of the
residence permit system in order to free up the
labour market and help tens of millions of rural
Chinesefindjobs. Chinaisalsogoingto establish
an “employment registration system” under
which peoplewould be ableto claim benefitson
the basisof newly-issued socia security numbers.
The changes will however be gradual.
Restrictionswill remainin placelonger in major
cities such as Shanghai and Beijing which are
aready under strain brought on by rapid growth
and large size. And non-nativesare only ableto
apply for permanent residence if they aready
have alegal home and astable source of income.

(Source: Viet Nam News Thursday 30" August 2001)

52 somesavingsfacilities are offered (e.g. by the Post Office and by the Women’s Union) but these are fairly small in scale.

53 PWG 1999 p. 114; McCarty 2001.
54 MOLISA 2001 p. 17.
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development of an effective and self-sustaining
microfinance sector will need to be linked to wider
banking sector reform, to active and imaginative
approaches to improving outreach of services, and to
the development of a suitable legal framework for
microfinance institutions and operations.

Develop affordable and effective insurance
instruments.

For some groups and some forms of risk, insurance
schemes provide an effective form of protection from
therisk of reduced income or increased expenditure™ .
As average incomes rise, GoV will need to persuade
more households to invest in insurance-based risk
management. Health insurance and crop insurance are
priorities, reflecting the importance of illness and crop
loss (including disaster-induced crop loss) as factors
which push non-poor households into poverty. Over
thelonger term, there will be arole for ensuring better
enforcement of obligationsfor private sector employers
and employeesto make socia insurance contributions.
At a dtill later stage, there may be scope for adding a
voluntary component to both the socia insurance scheme
and the forthcoming unemployment insurance scheme,
enabling smaller firmsthat wish to join to do so.

For this to be possible, the operation of these schemes
will haveto be much improved: thelevel and format of
contributions hasto be more flexible and adapted to the
contributory capacity of poor and middleincomegroups,
perhaps involving an individual savings account
component, to whichindividual s could contribute asand
when they had disposableincome. (Box 12) The new
draft social security law proposes to introduce
unemployment benefit for thefirst time. Whilethiswill
be of limited relevance to the informal sector majority
of the Vietnamese labour force, it is worth putting in
the effort to get this right at the outset: experience
suggeststhat it ispolitically hard to reform established
employment benefit schemes. Achieving an appropriate
design will require considerable thought®. The
contribution must be such that it can be afforded both
by the employee and by the employer (i.e. will not
increase labour costs to the point where it increases
the unemployment rate). The benefit level must provide
an effective replacement income, enabling redundant

55 Haughton et al 2001 p. 15.
56 Howell 2001.
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Box 12 Health insurance: NGO and CBO
experience

There are basically three reasons why informal
sector workersprefer group schemestoindividual
spending and financing. Firstly, regular
contributions reduce the problem of indebtedness
brought about by high medical bills. Secondly,
the financial power of the group may enable
administratorsto negotiate better quality or better
value for money from private service providers.
Finally, the group may be willing to spend on
preventive health care so as to keep down the
cost of curative services. There is a basic
distinction between Type | schemes (which
provide cover against high-cost, low-frequency
events e.qg. hospitalisation) and Type Il schemes
(which covers against low-cost, high-frequency
services, i.e. primary health care). In most
countries most workers - including those under
the poverty line—arewilling and ableto spend a
significant proportion of household expenditure
on health services, and often do so through point-
of-services fees. Collective health insurance
schemes are therefore theoretically viable,
offering efficienciesto both provider and patient.
Typically these take the form of “micro-
insurance” - small, local, independently-managed
schemes (because people are unwilling to trust
larger and more anonymous schemes) linked into
aconfederation of such schemes (which enhances
the insurance function and governance
structures). Most schemes provide Type Il
coverage, being less suited to meeting the most
important health-rel ated social protection needs,
that of unpredictablelarge expenses. Combining
coverage against these kinds of health risksina
diverse portfolio of insurance functions may
provideasolution. Thelndian NGO SEWA (Self
Employed Women’s Association), for example,
provide hospital cost coverage aspart of ascheme
that also provides cover against death,
disablement, maternity, aswell asloss of working
tools, house and property.

(Source: Van Ginneken 1999 p. 24, Jam 1999 pp. 55-6).
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workersto copewith periods of unemployment without
selling assets or disinvesting in nutrition, education and
health care; but it must not be so high asto reduce the
incentiveto returntowork assoon aspossible. Linking
benefit payments to active labour market policies will
be part of the solution.

Conduct detailed analysis of the social security
system and evaluate the HEPR

Government spending on social protection and targeted
poverty reductionisrelatively high, especially by south-
east Asian standards. While the picture of how much
is spent is relatively clear, and VLSS data provides
insightsinto the coverage and level of key transfers, it
is still true that very little is known about outcomes -
what does and does not work. Rigorous assessments
would helptoidentify best practice and generatelessons
to convey for policies and programme formulation.
Redirecting funds to effective schemes and reforming
ineffective schemes could result in a large positive
impact on poverty and vulnerability.

Develop programmes to target particularly
vulnerable groups within households.

Most official programmes and policies focus on the
household (school fee exemptions is a notable
exception)®”. It may be useful to develop targeted
programmes (e.g. school-based nutrition or health care)
which reach groups whose particular needs might be
obscured within households with adequate p.c.
consumption expenditure.

Reduce production risk by improving coverage
and quality of extension services

There is considerable potential for the reduction and
mitigation of agricultural production risk through the
provision of suitable advice (and to a lesser degree
inputs), tailored to local needs. Advice on varietiesand
techniques can not only stabilize and improveyields but
also increasethe cash and dietary value of thoseyields.
In particular, improved veterinary services and access
to affordable animal vaccination services would
significantly reducetherisk of livestock death.

57 vandeWalle 1998 p. 32.

58 JBIC 2001
5% World Bank 1995 p. 78.
60 van de Walle 2001 pp. 18-19.

Consider the possibilities of public works
schemes as instruments of social protection and
focus of poverty-reducing infrastructure
provision

Given the topography of Viet Nam and the observed
close correlation of physical isolation with poverty and
vulnerability, itisnot surprising that the Government
hasinvested heavily inthe provision of infrastructure
as a means of poverty reduction®. In general,
however, the approach to infrastructure provision has
tended to be fairly capital intensive. There is scope
for using labour-intensiveinfrastructure devel opment
asaway to provide employment and incomesto poor
groups, particularly during the agricultural slack
season. These schemes are designed so asto be self-
targeting, by setting the wagerate at alevel whichis
only attractive to the poor who lack aternative, more
profitable opportunities. These schemes do require
careful design and management if they areto deliver
both security-enhancing wage labour and good quality
infrastructure, and need to be complemented with other
policiesto help the poor who cannot work or arelabour-
poor. However, there are many examples from other
countries of programmes which have achieved this
balance, and Viet Nam should carefully consider the
benefits of adopting this approach to infrastructure
creation®.

The systematic introduction of |abour-intensive public
worksiscomplicatedin Viet Nam by the requirement
that able-bodied adults contribute 10 days per year of
labour to road maintenance or other small-scale
infrastructure work. This amounts to a regressive
tax on the poor: while the sumstherich pay to exempt
themselves from this obligation are relatively
affordable in terms of their income levels, the poor
cannot afford to pay and must contributetheir ten days
each year, asignificant burden in terms of household
labour®®. One option is to experiment with self-
targeted public works as an instrument of social
protection in the “poorest communes’, introducing
payments for (and abolishing obligations to) this
established system of local labour maobilization.
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Box 13 The Maharashtra Employment
Guarantee Scheme (MEGYS)

The Maharashtra EGS is famous for its scale
(providing some 148 million person-days of work
to some 500,000 people in 1993), longevity (27
years), and rights-based approach to social
protection (since being placed on astatutory basis
in 1977, the EGS has provided a legally-based
guarantee of employment to any applicant aged
over eighteen). Assuch, it isan interesting model
for other governments seeking asustainable public
works-based approach to social protection.

It isimportant to seethe EGS as part of a package
of social protection and poverty reduction
instruments. While it has not brought many over
the poverty line, it hasreduced the depth of poverty,
raising and stabilising incomes of poor households.
Women have benefited, as have low-caste groups.
It also appears relatively cost-efficient and well-
targeted: as with most public works programmes,
thewagerateis set low so that the schemeis self-
targeting, attracting only those without other
opportunities. This seems to work, with 90% of
beneficiaries classified as poor. However, as an
employment-based scheme the EGS is unable to
provide socia protection to some groups: other
measures are needed to reach the elderly, theill,
and the disabled.

Second-order effects are complex but seem to
have had a net positive impact. The guarantee of
EGS wages has exerted upward pressure on
agricultural wages, athough the size of this effect
variesbetweenlocdities. Although the sustainability
of theinfrastructureisanissue (asin many public
works schemes), the assets created by the EGS
seem to benefit both rich and poor. The
construction of rural roads improves the poor’s
access to markets and services, while irrigation
and soil conservation measures benefit land-owning
farmers but aso (through impacts on demand for
labour and agricultural wagerates) indirectly benefit
the landless poor.
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This section identifies the implications of the
recommendations made abovefor thefinancing of GoV
social protection mechanisms, concentrating on shifts
intherelativeimportance attached to funding of different
components of socia protection. Itiseasiesttoprovide
cost estimatesfor extending existing programmes, when
current costs can be scaled up to take account of an
increase in coverage; there is less confidence in the
cost estimates of proposals for new instruments.

Summary of current financing of social protection

Thefirst point to reiterate with regard to the funding of
vulnerability-reducing measuresisthat i) the majority
of the cost of risk management ispaid for by households
and communities and ii) analysis of the distribution of
formal state-provided benefits suggests that the main
beneficiaries are therelatively well-off rather than the
relatively poor.

Expenditure on social safety protection services and
programmes increased over the 1990s, reaching
VND10.3bn in 1998. Social protection as a share of
total state spending rose to almost 14% in 1997. Over
90% of state spending in this sector is provided from
the central budget, and 9% from local budgets. In
contrast to patterns in health and education, less than
2% of social protection sector expenditureison capital
investment, reflecting the fact that the majority of
spending inthis sector isintheform of cashand in-kind
benefits targeted at categories of individual and
household, with very little spent on providing services
at fixed facilities®.

Amongst the core socia protection programmes and
services, the relative importance of different
components as measured by share of total expenditure
can be summarized asfollows:

= Spending allocated to disaster relief is minimal
(typically aroun half of one percent)

= Services and support to those who contributed to
thewar of unification (families of martyrs, disabled
veterans, hero-mothers, etc.) accounts for around
40%;

= Assistance to the poor has accounted for around
22% from 1997 to 2000;

= Programmes to support the disabled, orphans and

61 UN and MOLISA 1999 pp. 40-1.
62 UN and MOLISA 1999 pp. 42-3.

street children, drug addicts and prostitutes, and
theelderly constituted 1% of expenditure;

= Spending on other programmes (primarily civil
service pensions) account for alarge proportion of
the total (about 40%)%?

There are also several areas of GoV spending outside
the official MOLISA socia protection budget which
serve important socia protection functions, and must
beincorporated into an analysis of thefinancing of socid
protection. Thefinancing of basic health care (including
in particular user fee policies, heath insurance provided
through VHI, and the arrangements for the funding of
Commune-level services) needsto be consideredin any
comprehensive reckoning of resource implications of
improved social protection, as does the crop insurance
offered by Bao Viet, and arrangementsto ensure access
to basic education for children of poor households. The
broad range of state institutions which play some role
insocia protection makesit hard to produce an accurate
analysis of the total resources needed.

Costs of the recommended policies and
programmes

Thefocus of further analysis should be on developing
the principles which will guide decision-makers in
making trade-offs between the alternative social
protection schemes open to them. These principles
include:

= A focus upon the priority needs of the poorest;

= Equity in receipt of benefits according to
standardized eigihility criteria, particularly horizonta
equity between provinces, Districtsand Communes,

= Attentionto fiscal sustainability —taking account of
the potential for shifts in the ratio of revenue
(including contributions) to expenditure obligations;

= Aninnovative but flexible approach to the design of
contributory schemes. Inmany countriesit hasbeen
found that even the very poor have some capacity
for savingsor insurance contributions at some points
intheyear, and arewilling to allocate money to these
risk-spreading investments providing they have
confidence in the administration of these schemes.
GoV schemes should not rule out the possibility of
mobilizing resourcesfor social protection fromthose
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who areto be protected, and should think creatively
about how collection of these contributions can be
adapted to the contributory capacity of the poor.

=  Complementarity between interventions,

= Fexibility —the capacity to modify the working of
schemes as circumstances change. “ Simmering”
public worksor social funds, which operateat alow
but steady level during normal conditions but which
can productively absorb major injections of funds
when they need to be scaled up in response to a

disaster or economic shock, are good examples of
flexible socia protection instruments.

To conduct thiskind of analysiswill require more, and
better, information about the budgets and expenditure
of thevarious component el ements of the social security
and HEPR packages. It will also require studies of
programme impact and cost-effectiveness, which are
largely lacking at present.
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To monitor progresstowardsthe overarching objective
of social protection policy - the reduction of extreme
poverty and improvement in the objective and subjective
experience of security —requires attention to a number
of intermediate indicators of progressin additiontothe
threekey targetsdiscussed in Part I1. Thisfinal section
suggest some candidates for consideration.

Sdlected intermediateindicator s

A variety of input, process and output indicators of
vulnerability and social protection provision can be
derived to complement the overall measure of
vulnerability interms of the probability of household
fallingintolower consumption expenditure status groups
(i.e. from non-poor into poor or food poor, or from poor
into food poor). Giventhe methodological problemsin
deriving ameaningful definition of poverty (described
in Part | above), these intermediate indicators are
perhaps particularly important in this paper (Box 14).

Box 14 Preliminary list of intermediate
indicators of vulnerability

= |ndicators of natural disaster risk: annual
numbersof familiesdisplaced, areasof farmland
and value of crop damaged, estimates of houses
destroyed or total property damage, etc.

= Underemployment rate (urban and rural)

= Commodity price movements for key goods,
especially those produced by the poor or near-
poor: absolute and measure of volatility

= Dayslost duetoill health

= Number of decent formal sector jobs created
(thiscould be derived fromthe MOLISA annual
labour force survey as well as from the two-
yearly MPHYS)

= Percentage of agricultural households
dependent on one activity for 75% or more of
total income

= [Indicators of socia protection coverage and
effectiveness

= Percentage of population covered by health
insurance, broken down by ethnicity and location

= Percentage covered by social insurance: as
percentage of total working age population and
aspercentage of total eligible population (public
employees and employees of businesses with
over 10 employees).

= Percentage covered by unemployment
insurance (if and when this proposed instrument
isintroduced)

=  Number of formal sector cash savings accounts
and household savings rate: disaggregated by

p.c. consumption quintileif possible.

Qualitative information on risk and vulnerability

It will be necessary to complement measures of
incidence and simpl e quantitative measures of severity
of shock with more subtle, contextual insightsinto the
causes of vulnerability and how households are
managing these vul nerabilities, with or without assistance
from the community or the Government. Qualitativeor
micro-scale quantitative studieswill berequired for these
ends: if possible, these should be designed purposively,
to complement the findings derived from the panel
survey data. There are several ways to approach this
integration of methods: for example, contextual studies
may be implemented to follow up questions raised by
panel data analysis, and/or to identify issues or refine
the format of questions to be included in the sample
surveys.

Contextua studies will also be useful in responding
flexibly to emerging issues of vulnerability in certain
locations or amongst certain groups: for example, in
conducting studies such as those CRP conducted with
regard to therelatively rapid onset of greatly increased
vulnerability amongst coffee cultivators.

Existing data sour cesand gaps

Information base for monitoring change in
vulnerability to consumption poverty

Thenew GSO survey strategy laysout plansto conduct
national sample surveys every two years from 2002 to
2010. These, likethe VLSS, will have a panel survey
component allowing for longitudinal tracking of the
consumption status of households. These surveys will
have several advantages over the VLSS. The interval
between surveys is shorter (two years instead of five)
and the sample size is some five times larger than that
used for VL SS 1998, allowing more disaggregation (by
province, occupation group or ownership of certain
assets) and more detail and confidencein analysing the
links between household variables and change in
wellbeing. Thiswill allow the quantitativetesting of the
causes and consequences of vulnerability.

However, there are al so several problemswith the new
approach. Because the new system does not
incorporate the VLSS panel, it will not be possible to
trace changes in household status between 1998 and
2002: the period 1998-2002 becomes a blind spot in
terms of observing household dynamics, and 2002
becomes the new baseline. Secondly, the panel from
one pair of surveysisnot carried over into the next, so
that these surveyswill provide aseriesof two-year panel
studies rather than along-term panel study®. Thirdly,

Poverty Task Force: Reducing Vulnerability and Providing Social Protection




MONITORING

as with the VLSS data, these surveys will probably
systematically underestimate the incidence and depth
of poverty and vulnerability amongst urban populations® .
Thisisbecausethe sampling framefor the surveysisthe
officia list of residents, which doesnot includeall of the
sizeable unregistered population of those who have
migrated from the countrysideinto thetown (or between
towns). Giventhat unregistered resident statusishighly
correlated with urban poverty, thisisaproblem®.

Information base for construction of intermediate
indicators

Much of the information on natural disasters (areaand
value of crop destroyed, total property damaged,

individual s and househol ds displaced) may be collected
already by the Disasters Management Unit (DMU),
and should thusberelatively easy to monitor. Similarly,
it is relatively easy to collect and calculate
unemployment rates, and disaggregate them by age and
sex and for key cities, economic sectors, and so, on
using datacollected routinely by GoV. Other indicators
either are or could be collected using periodic surveys.
Data on the coverage provided by various GoV
insurance schemes (VHIA, social insurance, crop
insurance and unemployment insuranceif and whenthis
isintroduced) should also be relatively easy to collect
through the schemes’ administrative recording
systems.

63 To clarify: 15,000 of the 30,000 households surveyed in 2004 will be drawn from the 2002 sample; but it is the 15,000 households that
were added to the sample in 2004, not the 15,000 that were first surveyed in 2002 and then resurveyed in 2004, which will be revisited
in 2006. It will therefore only be possible to track any given set of 15,000 households over a 2-year period, i.e. between two surveys.

64 PWG 1999 p. 13.
65

The main reason to favour registration is of course that it is necessary to ensure equity of access to services for al urban citizens,

particularly if the Government is planning that 40% of the population will be urban by 2010. But the need to ensure that the political
leadership has an accurate understanding of the social situation in cities should provide another powerful incentive to make registration

easier.
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APPENDIX 1: GOV STATEMENTS ON SOCIAL PROTECTION AND
REDUCING VULNERABILITY, 2001 - 2010

1. Statement regarding social security in the
Poverty Alleviation Strategy 2001-2010

(MOLISA, May 2001)

Part |1, Section IV (Strategic approaches)

5. Palicy on social security

»  Together withthe abovepolicies[on credit; on health
care, population and family planning; on education
and vocational training; and on ethnic minoritiesin
difficult circumstanceg], it is necessary to build up
and gradually complete asystem of policiesonthe
socia security network for the poor, the unfortunate,
especially poor women and children.

=  |ssue some supplementary policies on emergency
assistance: the poor people and households which
have bad luck (natural calamity, fire, bad harvest...)
shall get asubsidy (material assistance for hunger
relief, funeral expenses, expenses of disease
treatment, reconstruction of collapsed house,
arrangement of a new house...); successfully
implement the program of prevention of natura
calamities; focus to help the poor, limit risks and
danger of falling back into poverty; formulate
methods of effective social assistancefor the poor;
prepare equipment for timely assistance to limit
human and material losseswhen anatural calamity
happens; help the poor overcome consequences of
natural calamitiesand come back to normal lifeand
production activities.

= Enforce the socia protection and socia security
network through funds; reform the fund
establishment mechanism and regulate the
emergency assistance fund; give regular
humanitarian assistance to the poor; implement
activities of thesefundsin apublic, transparent and
effective way in the villages and communes.

2. Statement regarding safety nets and
reducing vulnerability in the Interim Poverty

Reduction Strategy Paper (SRV, July 2001)

Part Il Growth and poverty reduction objectives

Provide a socia alowance in various forms to those
who live under especialy difficult circumstances, are

unable to work to earn income, and have no one to
support them.

Part IV Sectoral policies & resolutions to create
opportunities, reduce vulnerability and support the
poor

2. Develop social safety nets for the poor and for
victims of natural disasters

2.1 add policies on providing emergency and regular
support to complete the system of state support for the
poor, the disabled and vulnerable groups so that they
can create jobs on their own or work for other people
on a contract basis, with the aim that they will be able
to earn enough to feed themselves, to actively
participatein the community and in social activities, and
to be able to reap more of the benefits of economic
reform.

2.3 Establish a priority system to help disadvantaged
groups benefit from nationa targeted programson socia
development. Establish apreferential regime for poor
and vulnerabl e peopl e to reduce contributions, feesand
costsrelated to their social transactionsand their access
to basic social services, and in cultural and educational
activitiesto elevate the peopl€ sintellectual level.

2.4 Expand the social protection and safety net through
different funds. Provide humanitarian support on a
regular basis for the poor and hungry, especially those
unable to work and having no one to rely on; organize
and carry out the activities of thesefundsin communities
and villages where the poor and vulnerable are
concentrated. Inthat context, special attention should
be given to provide assistance in kind (such as rice,
foodstuffs, clothes and so on) to people in rural and
selected urban areas who fall into very difficult
circumstances.

2.5 Develop solutionsto effectively address emergency
social relief for poor and vulnerable people who are
hurt by natural disasters, accidents, and other negative
social shocks; improve this policy based on adopting
emergency relief measures, including:

= form the mechanism to develop and coordinate
Emergency Relief Fund

= Helpthepoor to take preventative measures agai nst
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and fight effectively natural disasterssuch asstorms,
flood, drought, pestsetc. by organizing training, and
transferring knowledge and practical experiences
about managing natural disasters. Provide a share
of the needed material support (if necessary) to help
them create physical conditions for preventing and
overcoming disastersby upgrading thefloorsintheir
homes, making floating rafts for temporary living,
andin building small warehousesto protect their food
and foodstuffs from flooding, etc.

Organiseand prepare aid facilitiesto respond rapidly
and in atimely fashion to limit the negative effects
of natural disasters.

Organise assistance to help the poor recover from
natural disasters so they can quickly resume normal

lifeand production; for example, provide them with
necessary factors of production (such as seeds,
trees, livestock, tools for cultivation); solve
environmental problemsafter the natura disaster has
struck. Buildlocal medicine storageto cureintime
and effectively diseases caused by natural disasters.
Buildfacilitiesto storefoods, foodstuffs, and clothes
in each community where natural disasters are
frequent so they can bedistributed quickly to disaster
victims.

2.6 Expand the participation and enhance the role of
domestic social organizations and non-governmental
organizationsintheprocessof building andimplementing
the social safety net.
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APPENDIX 3: GOV POLICY INITIATIVES TARGETED TOWARDS
POVERTY REDUCTION

Land Allocation. Thepolicy of alocation of agricultural
and forestland to farmers is considered by the
government asalong-term basisfor hunger eradication,
poverty reduction and equitable development in rura
areas.

Provision of Credit to the Poor. Thisis widely used
to support productive activities of poor households.
There are numerous schemes which can be classified
into two major groups: those which can be financially
sustainable (such asthe Vietnam Bank for Agriculture
and Rural Development’s and some Women Union
schemes) and those that can not (such as the Vietnam
Bank for the Poor’s).

Building Rural Infrastructure. This is also an
important policy of the Government. Irrigation, especially
for rice production, rural roads, commune schools and
health care centers, and rura clean water supply have
been given particular attention.

Agricultural Services. A program on production-
supporting services, such as agricultural, forestry and
fishery extension, supply of material inputs, and transfer
of technology, hasbeen put in place sincethe early 1990s
to meet farmers' demands for inputs for production.

Employment Promotion. Established in 1992, the
National Program for Employment Generation largely
functioned as a safety net, aiming to alleviate the
negativeimpacts of therestructuring of the state-owned
sector. It aims to directly promote employment
opportunities through providing severance payments,
subsidized credit, and training of new skills.

Sedentarization of Nomadic Ethnic People. The
programs for sedentarization, resettlement, and
development of New Economic Zones have been

undertaken by MARD and local authoritiesin order to
improve the living standards of the poor through
mobilization of potential land resourcesfor agricultura
production.

Re-greening of Barren Hills. This program aimed to
re-green barren land and to devel op agriculture, forestry
and fishery in the whole of the country. Its objectives
were gradually narrowed in 1993-96 to develop the
protected and specialized forests in the mountainous
areas.

Education. Targeted activities include: ensuring that
al communes have good primary schools by the year
2000; strengthening informal education for childrenwho
do not go to school, and for illiterate people; and
improving vocational education to meet market
requirements.

Health Care. Thisencompassestwo kinds of activities:
vertical programs (such as for malaria, goiter,
vaccinations, mother’s and childrens' healthcare); and
local initiatives (such as granting of free-of-charge
medical cards, setting up of facilitiesfor free-of-charge
services for the poor).

Social Security and Safety Net. There are 3 main
funds: (i) Social Guarantee Fund for Veterans and War
Invalids; (ii) Social Guarantee Fund for Regular Relief
provides assistance to the disabled, orphans and the
elderly; (iii) Contingency Fund for Pre-Harvest
Starvation and Natural Disasters.

Prevention and Control over Drug Abuse. This was
established in 1993 and primarily targets poor ethnic
minority peoplein mountainous areas.

Source: HEPR Program Documents (1999);
reproduced from PWG 1999 p. 122.
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APPENDIX 4: LIMITATIONS ON THE VALUE OF OBSERVED MOVEMENTS
INTO POVERTY AS A MEASURE OF VULNERABILITY

Vulnerability inthiscaseis observed vulnerability over
a set period in the recent past (the five years between
1993 and 1998). Thismay or may not be agood guide
totrendsinvulnerability and the probability of downward
movements of the same magnitude over the next five
years. (Thisproblemishowever true of other methods.)

Themeasureisbased on comparing two pointsintime:
in the case of the measures for vulnerability derived
from the comparison of the VLSS, thistime period was
five years, while under the new GoV survey strategy
the interval between surveys will be two years. It is
impossible to tell from this data whether a household
which was non-poor in both VLSS surveys actually
dipped into and then emerged again from poverty
between the two dates. For many rural households,
vulnerability will have a strong seasonal component:
while it may be non-poor for ayear asawhole, it may
dip into poverty for several months prior to the main
harvest.

Thismeasureislimited inthat it the size of the national
survey sample is not large enough to provide a
geographically disaggregated vulnerability measure.
The VLSS data allows disaggregation to the level of
region; thetwo-yearly surveyswhich GSO will runfrom
2000t0 2010, withamuch larger samplesize, will allow
provincia-level estimates. However, this is till not
much usefor District or Communelevd officia's, should
they attempt to target certain forms of assistance to
the vulnerable (as opposed to the more common efforts
to target assistance to the currently poor).

The issue of measurement error throws some doubt on
the validity of measures of changein consumption data
between two pointst.

If the prevalence of downward movement isto be used
as the measure of vulnerability, the prevalence of
downward movements between 1993 and 1998 would
provide the basis for the vulnerability targets. Thisis
problematic, because these numbersare so small. Only
4.8% of al households moved from non-poverty into
poverty (overall poverty or food poverty) between 1993
and 1998: only 3.5% moved from poverty into food
poverty. Assuming that the strength of the linkage

between vulnerability and poverty reduction isassumed
toremain constant (whichisitself problematic: see next
point), then atarget might be specified in thefollowing
form: that in order to achieve a 21% reduction of the
poverty rate between 2000 and 2005 (therate of poverty
reduction observed between 1993 and 1998), the rate
at which non-poor households fell into poverty would
have to be held at or below 4.8% (the prevalence of
this decline observed between 1993 and 1998). At a
level aslow as 4.8%, there is quite a high probability
that observed change reflects measurement error rather
than actual change.

Assuming that the number of householdswhichfal into
poverty has a relationship of a fixed strength with a
giventarget intermsof poverty reduction, restsupona
number of questionable assumptions. Three hypotheses
suggest that the assumption of a constant elasticity is
simplistic. Two of the hypotheses suggest that the
contribution of reducing vulnerability to reducing poverty
will become less important, while one suggests that it
will become more important, leaving us with no clear
basisfor revising the el asticity upwards or downwards.
The first hypothesis suggests that as Viet Nam
approaches the eradication of poverty (or at least the
eradication of food poverty), an increasing proportion
of those remaining poor will be chronically poor. In
other words, at the margin of poverty reduction the
transient poor — those who may be non-poor in terms
of long-term average consumption standards but for
some periods are reduced to poverty through
vulnerability to shocks—will becomeincreasingly small
asaproportion of thetotal poor. It appears, for example,
that the chronic poor (typically socially marginalized
groups such as the long-term unemployed, ethnic
minorities subject to discrimination, and so on) account
for amuch larger proportion of thetotal number of poor
in developed countrieswith low levelsof total poverty.
Thissuggeststhat if vulnerability is held constant, and
no more than 4.8% of households start the period non-
poor but end it in poverty, poverty will not reduce at the
expected rate of 24.7% over five years.

The second consideration has to do with the changing
macro context of vulnerability. Viet Nam is moving
away from an economic model in which a significant

Glewwe and Phong 2001 have devel oped methods to correct for measurement error in the production of single-number expressions of

total income or consumption mobility (e.g. correlation coefficients). Thereisnot yet amethod to correct transition matrices, which are
the basis for the vulnerability measure proposed in this paper. Seeaso Haughton et al 2001 p. 15 for comments on the significance of

measurement error for analysis of mobility.
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OF VULNERABILITY

proportion of the population (e.g. SOE employees) is
protected from vulnerability, and towards a model in
which economic integration brings both opportunities
and greater vulnerability. Thisbasic observationimplies
that the consumption volatility — of which vulnerability
isafunction - will increase, and that the achievement
of fixed poverty reduction goals may require more, not
less, reductioninvulnerability.

The third, countervailing hypothesis is that reducing
vulnerability will become less important for poverty
reduction as average incomes rise. As the distance
between average household living standards and the
poverty lineliving standard increase, it requiresalarger
shock to push the average household down into poverty.
While vulnerability as defined and measured in terms
of thelikelihood of adeclinein consumption by agiven
amount (e.g. by two quintiles) may remain the same or
even increase somewhat, vulnerability as defined for
the purposes of this paper —that is, asthe likelihood of
a decline which takes a household below the poverty
linethreshold —will decrease, assuming al other aspects
of vulnerability (e.g. the average size of the fall in

consumption) remain equal .

A measure based upon downward transition into poverty
(overal or food poverty) does not capture downward
movements within these classes. Thus a household
that fell withinthe category “poor” in 1993 might suffer
a serious decline in p.c. consumption relative to the
poverty linesby 1998, but one which does hot crossthe
threshold into food poverty, and istherefore not recorded
inthe measurement of vulnerability. Issuesof thiskind
are inevitable if the measurement of change is based
upon crossing certain boundary values. the ssmplicity of
the approach probably does compensate for the
uncertainty about the significance of vulnerability to
within-category movements.

Finally, panel survey datain practicetakesconsiderable
timeto processand analyze. Itisonly now that detailed
analyses of the 1998 data, and comparison of VLSS
1993 and VL SS 1998, are sartingto emergeas published
studies. Thisdelay between collection of data and its
availability in analysed form is a problem when it is
needed to monitor progress towards targets.
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APPENDIX 5; ALTERNATIVE DEFINITIONS OF THE POVERTY LINE

IN VIETNAM

Year

Definition of poverty lines ( al figures p.c. p.a.)

1990
1993

1998

2000

IDTs

Extreme
poverty

$365 (PPP)

GSO / World Bank MOLISA

World Bank

Food Overall Poverty Poverty Poverty
poverty poverty (rural upland) (rural lowland) (urban)

750,000 VND 1,160,000 VND

(354) (333)
1,287,000 VND 1,790,000 VND
($92) ($128)

960,000 VND 1,200,000 VND 1,800,000 VND
($69) ($36) ($129)

Source: PWG 1999 p. 5; Beard 2001 p. 6
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Appendix 6: Composition of social security and safety net
expenditures

100%

80% — I H MH M HHHHE

60% ] __ ST -—!— -

- == O Other (non-basic)

B Employment centres
O Orphans

H Centres for disabled
O Benefits for disabled
O Assistance to the poor
B War affected
ODisaster Relief

40%- | | | | | I
20%

0% T T T T T T T T T T
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

Source: UN and MOLISA 1999 p. 37.



Viet Nam Development Goals (VDGS)

Goals and Targets

Indicators

Goal 1:

Target 1:

Target 2:

Goal 2:

Target 3:

Target 4: 66

Goal 3: \6

Goal's:

Target 6:

Poverty Task Force: Providing Quality Basic Education for All




Millennium Development Goals (MDGSs)

Goals and Targets Indicators

Goal 1: Eradicate extreme poverty and hunger

Target 1: Halve, between 1990 and 2015, the proportion | 1. Proportion of population below $1 per day
of people whose income is less than one dollar | 2. Poverty gap ratio [incidence x depth of poverty]

a day 3. Share of poorest quintile in national consumption

Target 2: Halve, between 1990 and 2015, the proportion | 4. Prevalence of underweight children (under-five years
of people who suffer from hunger of age)

5. Proportion of population below minimum level of
dietary energy consumption

Goal 2: Achieve universal primary education

Target 3: Ensure that, by 2015, children everywhere, | 6. Net enrolment ratio in primary education
boys and girls alike, will be able to completea | 7. Proportion of pupils starting grade 1 who reach
full course of primary schooling grade 5

8. Literacy rate of 15-24 year olds

Goal 3: Promote gender equality and empower women

Target 4: Eliminate gender disparity in primary and 9. Ratio of girls to boys in primary, secondary and tertiary
secondary education preferably by 2005 and education
to all levels of education no later than 2015 10. Ratio of literate females to males of 15-24 year olds

11. Share of women in wage employment in the non-
agricultural sector

12. Proportion of seats held by women in national
parliament

Goal 4: Reduce child mortality

Target 5: Reduce by two-thirds, between 1990 and 13. Under-five mortality rate
2015, the under-five mortality rate 14. Infant mortality rate

15. Proportion of 1 year old children immunised against
measles

Goal 5: Improve maternal health

Target 6: Reduce by three-quarters, between 1990 and 16. Maternal mortality ratio
2015, the maternal mortality ratio 17. Proportion of births attended by skilled health

personnel

Goal 6: Combat HIV/AIDS, malaria and other diseases

Target 7: Have halted by 2015, and begun to reverse, 18. HIV prevalence among 15-24 year old pregnant
the spread of HIV/AIDS women

19. Contraceptive prevalence rate
20. Number of children orphaned by HIV/AIDS

Target 8: Have halted by 2015, and begun to reverse, 21. Prevalence and death rates associated with malaria
the incidence of malaria and other major 22. Proportion of population in malaria risk areas using
diseases effective malaria prevention and treatment measures

23. Prevalence and death rates associated with
tuberculosis

24. Proportion of TB cases detected and cured under
DOTS (Directly Observed Treatment Short Course)

Goal 7: Ensure environmental sustainability*

Target 9: Integrate the principles of sustainable 25. Proportion of land area covered by forest
development into country policies and 26. Land area protected to maintain biological diversity
programmes and reverse the loss of 27. GDP per unit of energy use (as proxy for energy
environmental resources efficiency)

28. Carbon dioxide emissions (per capita)
[Plus two figures of global atmospheric pollution: ozone
depletion and the accumulation of global warming gases]

Target 10: Halve, by 2015, the proportion of people 29. Proportion of population with sustainable access to
without sustainable access to safe drinking an improved water source
water

Target 11: By 2020, to have achieved a significant 30. Proportion of people with access to improved
improvement in the lives of at least 100 million sanitation
slum dwellers 31. Proportion of people with access to secure tenure

[Urban/rural disaggregation of several of the above indicators
may be relevant for monitoring improvement in the lives of
slum dwellers]

* The selection of indicators for Goals 7 is subject to further refinement
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