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Better Than its Reputation?
Thelncidence of Social Transfers
and Education Fee Exemptionsin Vietham

Henrik Hansen” and Le Dang Trung'

Abstract

Together with high economic growth, redistribution of public funds has been an important
topic for both researchers and policy makers over the last few years. Since 1997 there have
been at least six analyses on the incidence of public transfer programs al using the 1992/93
and 1997/98 household surveys (VLSSs). The general conclusion in these studies is that the
social transfer system is regressive, and that it does not provide effective social protection to
the majority of the poor. With the availability of new data, namely, the 2002 and 2004 house-
hold surveys (VHLSSs), the incidence analysis can be updated. We seek answers to the fol-
lowing questions: what is the incidence of the redistribution programs? Are they targeted to
the poor? What are the roles of these programs in poverty dynamics? In doing so, we chal-
lenge many of the previous studies. We raise concerns about (1) the choice of the counterfac-
tual welfare measure, and (2) the appropriateness of the household survey data for doing the
anal yses.

In the analysis, we look at two types of transfers: social insurance and social protection, and
two types of education fee exemptions: tuition fee exemptions and school contribution fee
exemption. The results give a somewhat different picture of the distribution of social transfers
than the studies based on the 1992/93 and 1997/98 household surveys. Fist of dl, social trans-
fersare not regressive in 2004. Second, the transfers had a sizeable impact on the level of po-
verty in both 2002 and 2004 and, furthermore, provided protection againg falling into pover-
ty in that period.
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1. Introduction

Vietnam is in many ways a remarkable country. At present, most observers praise the ma-
croeconomic performance of Vietnam during the last twenty years. The economy has been
growing rapidly and the growth has been accompanied by a reduction in poverty that appears
second to none. From 1993 to 2004 the average annua growth rate in per capita GDP was 5.9
percent while the poverty headcount rate fell from 58 to 20 percent implying a growth elastic-
ity of 1.6 over the period. Hence, growth has been high and inclusive in Vietnam.

One reason for the inclusiveness is an active policy of redistribution of public funds across
provinces in Vietnam. The extent of redistribution is illustrated in Figure 1, in which net
transfers per capita (within provinces) to and from the central government in 2003 is plotted
against province level poverty headcount rates in 2002. It is clear that the growth centers,
with low poverty rates, transfer large amounts to the central government, which subsequently
supports the poorer provinces, mainly in the Central Highlands and the Northern Uplands.

Figure1: Provincial Poverty Ratesin 2002 and Net Government Transfers
To and From Provincesin 2003
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Notes: Net transfers are calculated as the difference between the actual spending of a province (both current
and capital expenditures) and the tax revenue raised on its territory.
Source: World Bank (2004).

Despite this large inter-provincial redistribution, there is a general perception of poorly tar-
geted redistributive transfers at the household level. That is, direct government support to
households in the form of social transfers has been found to be either regressive or only mild-
ly progressive in studies of the social safety net in Vietnam. Preston (1999) provides a tho-
rough description of the institutional background and the public expenditure on socia trans-
fersin the 1990s. He concludes that Vietnam in the 1990s was divided into a minority group
in the forma sector that had a well developed social security system and a mgjority, mostly



rural, group with little, and clearly insufficient, social protection. This concluson seemsto be
representative of al studies of the social transfer system in Vietnam.

In another study, by Prescott (1997), the incidence of socia insurance transfers and social
protection transfers are analyzed at the household level using the household survey 1992/93
VLSS. Prescott finds that social transfers, as such, are not pro-poor. The social insurance sys-
tem (covering public sector workers) is regressive as it mainly benefits the more well-off
households both in terms of the value of transfers and as a share of total consumption expend-
iture. Moreover, the coverage of the social protection program, which is mildly progressive,
is very low and the size of the transfers is small compared to the social insurance transfers.
Prescott concludes that a significant reallocation of the budget from social insurance to social
protection is required to improve the poverty orientation in social transfers.

Household level incidence analyses, based on the 1992/93 and 1997/98 VLSSs are also pre-
sented in the most comprehensive studies of social transfers in Vietnam by van de Walle
(20044, b). van de Walle first addresses the issue of behavioral responses to social transfers
by estimating the marginal propensity to consume out of transfer income. The result of the
econometric analysis is that households benefiting from social transfers only increase con-
sumption expenditure by half of the transfer. This leads van de Walle to define a counterfac-
tual consumption measure—in which half of the value of transfers is subtracted from actual
per capita consumption—which she subseguently uses in the incidence analyses. Based on a
detailed analysis of several transfers van de Walle concludes that transfers to households are
negligible and coverage is weak. Moreover, dthough transfers in 1998 are progressive they
are not particularly well targeted as the poor receive less in absolute amounts than the non-
poor. Furthermore, in an analysis of the dynamic incidence of transfers van de Walle comes
to the conclusion that social transfers had, at most, a very small impact on the large decline in
poverty from 58 percent in 1993 to 37 percent in 1998. Also, the transfers did not provide
protection against falling into poverty between 1993 and 1998.

In addition to the four studies above, the World Bank (2002) and Justino (2005) briefly report
some of van de Walle's results. Both studies conclude that the social transfer system is re-
gressive, and that it does not provide effective social protection to the majority of the poor.

In this chapter we provide an update of the incidence analysis of social transfers to 2004 us-
ing the household surveys 2002 and 2004 VHLSS. In doing this we also challenge many of
the conclusions in the previous studies. Our dispute is based on three arguments. First of all,
the choice of counterfactual welfare measure, where van de Walle (2004a, b) use observed
per capita consumption net of half the per capita transfer because households only spend half
of the social transfers on consumption goods, has a decisive impact on the distribution of
transfers as the social insurance benefits are quite large. In our econometric analysis we find
that households seem to fully consume the transfers and this leads us to consider a counter-
factua welfare measure defined as per capita consumption net of (all of) the per capitatrans
fer. Comparing the results of using the two counterfactual welfare measures we find that the
distribution of socid insurance transfers changes from a U-shape, in which the absolute value
of the transfers mostly benefit the poorest and the richest quintiles, to a regressive distribu-
tion. Hence, conclusions about the incidence of the social insurance transfers depend on the
choice of welfare measure. The more recent data supports the counterfactual leading to area-
sonably progressive U-shaped distribution of social insurance transfers. However, we cannot
reject the aternative.



The choice of counterfactual also impacts on the dynamic incidence analysis. In contrast to
van de Walle' s finding of no protection from faling into poverty between 1993 and 1998, our
results indicate that the socia transfers had sizable effects on the poverty levels in 2002 and
2004 and, furthermore, provided significant protection against falling into poverty.

Second, while we agree with the critique of the social transfer system in terms of too limited
resources for social protection transfers, resources have increased slightly since 1998 to reach
16 percent of the poorest individuals in 2004. Yet, thisis still alow incidence. However, we
find it difficult to do an in-depth analysis of the incidence of the social protection transfers.
The problem is two-fold: The household surveys are designed to provide a cost-effective
overal picture of ‘typical’ households in Vietnam in the sense that the samples are fairly
small and the stratification is purely geographical. This means that the relatively small groups
of extremely poor, as defined by the Government of Vietnam, are not well represented in the
surveys. This may lead to a downward bias in the estimated transfers to the poorest group.
Furthermore, the social protection program includes transfers to individuals with a historical
merit (i.e., people with a revolutionary merit and their relatives). Such beneficiaries receive
transfers independently of their level of income and consumption. As we cannot distinguish
between means tested transfers and ‘war compensation transfers' in the social protection pro-
gram it isimpossible to make firm conclusions about the targeting of the program.

Finally, the social transfer system is only one part of the direct government support to house-
holds. Another, substantial, support is provided as exemptions from education-related user
fees. Based on the data in the 2004 VHLSS it is possible to estimate the total value of educa-
tion fee exemptions granted to households. The total value of education fee exemptions is
three times larger than the total expenditures on social protection. Hence, to get a more com-
plete picture of the redistributive transfer policies in Vietnam one should include the inci-
dence of education fee exemptions.* Our incidence analysis of the fee exemptions shows that
this support is progressive and fairly well targeted, considering that the fee exemption pro-
grams use both direct and categorical targeting.

In the Vietnamese household surveys it is possible to get information on the reason for educa-
tion fee exemptions at the household level. We use this information to define a set of directly
poverty oriented education fee exemptions by separating out fee exemptions granted for other
reasons, including ‘war compensation grants . The division into directly poverty oriented fee
exemptions and other fee exemptions shows that the former are clearly pro-poor in terms of
coverage. The main problem with the program is that the government cannot control the size
of the subsidy, and there is a clear tendency for richer households to pay higher education
fees, thereby benefiting from larger subsidies when they are exempted from the fees.

In an analysis of the incidence of the joint government support system, including both social
transfers and education fee exemptions, the results show that about one-quarter of the Viet-
namese people are affected by the joint support program. Of these, roughly 19 million people,
some 37 percent (7 million) are in the poorest quintile of the counterfactual per capita con-
sumption expenditure distribution. Moreover, 75 percent (14 million) of the beneficiaries live
in the rural areas of Vietnam. Hence, if one considers a social safety net as a system that in-
cludes both direct money transfers (increasing household income) and fee exemptions (lower-

! van de Wdle (2004b) looks at the coverage of education fee exemptions. But it is not possible to estimate the
value of the fee exemption in the 1997/98 VLSS, therefore, she cannot carry out a complete incidence analysis.



ing household expenditure) then the above conclusion of a division into an urban minority of
well secured people and alarge rural majority of poorly covered people is no longer evident.

A third part of the direct government support to households is the set of National Targeted
Programs (NTPs), of which the Hunger Eradication and Poverty Reduction (HEPR) program
is the best known. The NTPs provide a wide range of support options for the poor, however,
not much in terms of direct transfers apart from education fee exemptions, which we cover.
Therefore, we do not look at the targeting of the NTPs in the present chapter. Instead, we re-
fer to Nguyen (1999), Nguyen (2003), Shaffer and Nguyen (2004) and UNDP-MOLISA
(2004) for analyses of targeting and impact of the HEPR.

The chapter is structured as follows. Section 2 briefly describes the institutional setting and
the tota expenditures for social transfers and education fee exemptions. In Section 3, we es-
timate the marginal propensity to consume out of transfer income and education fee exemp-
tions. Next, in Section 4 we analyze the distribution of social transfers and education fee ex-
emptions across individua welfare levels using counterfactual measures of per capita con-
sumption expenditure as the welfare indicator. The dynamic incidence of socid transfers
from 2002 to 2004 is analyzed in Section 4. Finally, Section 5 concludes and provides a few
policy recommendations.

2. A Public Expenditure View on Social Transfersand Education Fee Ex-
emption

In this section we first describe the social insurance and social protection systems to establish
an overall view of the public expenditures on these programs, the institutions and the in-
tended beneficiaries. Second, we provide a brief description of the education system focusing
on direct subsidies to households in the form of tuition fee exemptions and school contribu-
tion fee exemptions (in brief ‘ education fee exemptions').

2.1 Social transfers

In 2002 the Government of Vietnam spent 13.2 trillion VND of the state budget on expendi-
tures classified as social insurance. This amounts to 10 percent of the total budget. As most of
social insurance expenditure are current expenditure (12.8 trillion VND), the social insurance
expenditure took up 16 percent of the total current expenditure budget that year. This makes
social insurance the second largest current expenditure component in the state budget only
exceeded by education and training expenditure, which constitutes 21 percent of the current
expenditure budget.”

The largest single component of the social insurance expenditure is the social insurance sys-
tem, which provides cash transfers for old-age in the form of pension, early retirement and
survivorship. In addition, the scheme also covers maternity, sickness related to work acci-
dents and occupational diseases. The social insurance system started as a government retire-
ment program already in 1947. Until 1995 the system was fully state-funded and included on-
ly public servants, employees of state owned enterprises (SOEs), the armed forces and mem-
bers of the Communist Party’s organizations. In 1995 it was reformed to a modern social in-
surance system by the establishment of the Vietnam Socia Insurance (VSI) program. The

2 Expenditure classified under “ Transport, Storage and Communication” makes up a larger fraction of the total
expenditure (14 percent). However, thisis ailmost entirely capital expenditure.



VSI is an independent entity directly under the Prime Minister, which is managed by the
Ministry for Labor, Invalids and Social Affairs (MOLISA) and funded by pay-roll taxes with
contributions from both employers and employees (15% and 5% of basic salary, respectively)
and by contributions from the state budget.

With the establishment of the VS| the coverage was extended from the narrow state and party
related employees to compulsory membership of al employees of non-SOEs with 10 workers
or more and al employees of foreign invested enterprises and foreign organizations. Subse-
quently, the program has been enlarged to offer voluntary membership to all formal sector
workers not included in the mandatory membership group. However, the total coverage of the
VSl isstill small. At the end of the 1990s and the beginning of the 2000s the VSI covered on-
ly some 14 percent of the labor force (MOLISA, 1999 and World Bank, 2004).

During a transition period in which the VSI is building up resources individuals who retired
before 1 January 1995 are still covered directly from the state budget. In 2004, about one mil-
lion individuas received monthly pensions directly from the state budget while almost 322
thousand individuas were covered by the VSI. But, as expected, the recent satistics show a
dow decrease in the number of people covered by the state budget and an increase in the
number of people covered by the VSI.

Pensions from the new social insurance system are provided on a pay-as-you-go basis and the
size of monthly pension benefit is directly related to a weighted average of the monthly salary
and the number of years an employee has been contributing to the VS| program. For em-
ployees contributing up to 15 years the monthly pension benefit is 45 percent of the average
monthly salary. The monthly benefit gradually increases to a maximum of 75 percent of the
average monthly salary after 30 years of contributions to the program.® Currently the pension
age is 55 for women and 60 years for men. Employees in some special hazardous occupations
may retire five years before the general retirement ages.

Clearly, the social insurance program is not a poverty oriented welfare program as such; it is
a standard socid insurance scheme that mainly provides old-age, disability and survivors
benefits to its members. Hence, when looking at redistributive government transfers the main
problem in relation to this program appears to be the small coverage of workers combined
with the large contribution from the state budget.

In addition to the social insurance program, Vietnam has a social protection program transfer-
ring social allowances based on specific eligibility criteria The social protection program is
organized in several social guarantee funds (SGFs) of which the three most important are “the
Social Guarantee Fund for War Affected Groups’, “the Social Guarantee Fund for Regular
Relief” and “the Contingency Fund for Pre-Harvest Starvation and Disaster Relief”. The spe-
cification of beneficiaries and the benefit levels for those covered by the SGF for War Af-
fected Groups are specified in Decree 210/2004/ND-CP while beneficiaries and benefit levels
for the two relief funds are specified in Decree 07/2000/ND-CP. Extracts from the two de-
crees are given in Appendix 1.

% The cdl cul ation of the average monthly salary depends on the employment situation as there is a distinction be-
tween state and non-state employment. For an empl oyee who has been in the state salary system throughout, the
average monthly wage is based on the last 5 years of employment. Otherwise, the average monthly salary is
based on the whole period in which the empl oyee has been contributing to the pension scheme. Needless to say
this discriminates private sector employees as the cal culaions do not appear to take account of inflation.



The Socid Guarantee Fund for War Affected Groups (or the Socia Guarantee Fund for Vet-
erans, War Invalids and Others Who Have Contributed to National Liberation Struggles)
supports war veterans and relatives of people that were killed or disabled in the Revolutio-
nary cause (see Appendix 1).* Thus, a means testing of the beneficiaries from this fund does
not involve the level of welfare in terms of consumption or income. Hence, in some sense it
would seem more appropriate if the transfers from this fund were classified as part of a ‘war
compensation program’ rather that a part of the social protection system.

In contrast, The Social Guarantee Fund for Regular Relief provides monthly benefit support
to three groups of individuals that are regarded as being extremely poor and unable to support
themselves. The three groups are the lonely elderly, orphaned children having no support
from relatives, and the poor disabled people (Appendix 1 and MOLISA, 1999). The digible
beneficiaries are identified by local authorities and while a minimum allowance for each
group is specified by the government the loca authorities are encouraged to increase the al-
lowances if sources are available. This means that actual transfers to the beneficiaries vary
somewhat across provinces, with higher benefit levels in relatively well-off provinces. MO-
LISA (1999) reports that more than one million people were digible for regular social allow-
ancesin the late 1990s but only one in five received assistance. Due to lack of updated data, it
is not clear if this rate of coverage has improved since 1999.

Besides the regular alowances the regular relief fund also finances centers for rehabilitation
of social evils groups; drug addicts, prostitutes, and HIV/Aids positive. As for the recurrent
regular relief, the coverage in the late 1990s was low and it is unclear if it hasincreased in re-
cent years.

The third fund, the Contingency Fund for Pre-Harvest Starvation and Disaster Relief, has a
completely different purpose compared to the two other funds as it provides short-term sup-
port to victims of natural disasters and to households that may suffer extreme hunger between
harvests. The hunger relief is given in the form of food ad or cash to buy food. The benefit
amount is determined by the local authorities and may vary. In 1999 the support amounted to
25-30 thousand VND per person per month (MOLISA, 1999). The emergency relief to
households in disaster struck areas is given for injury relief, funera fees and assistance for
repairing or restoring serioudy damaged houses. Also for the disaster relief, the benefit level
is determined by local authorities (Appendix 1). In 1999 the official level of support was
about one million VND per household for restoring houses; one million VND for funeral as-
s stance; and 200-500 thousand VND for injury relief (MOLISA, 1999).

Preston (1999) points to an important practical problem in covering both disaster relief and
pre-harvest starvation in one fund. Due to the unforeseeable nature of natura disasters, the
support to poor households suffering from pre-harvest starvation varies substantially across
regions and years as this support is used as a buffer with large support in years without natu-
ra disasters and low support in years in which a disaster occurs. In terms of redistribution
and targeting of the poor this means that the incidence of these transfers may well vary great-
ly from one year to the next; at least within the lower income quintiles.

Because of lack of updated data on the socid insurance system and the social protection pro-
gram we use the 2002 and 2004 household surveys (VHLSS) to estimate the total expendi-

4 Rel atives include widows, parents, parents-in-law, children, and even other dependent individuals who are not
family reated.



tures on social transfers. Information on both social insurance and social protection is availa-
ble at the household level. However, for social insurance transfers we cannot separate state
payments from VS| payments and, likewise, we cannot identify benefits from the individua
fundsin the social protection program. To facilitate comparison the transfersin both years are
measured in real January 2004 prices.”

In both surveys, a few households report extraordinary large social transfers. We identify
such outlying observations using an iterative outlier detection algorithm suggested in Hadi
(1992, 1994) and subsequently omit these observations from the estimation of total social
transfers.® This strategy of removing the extreme observations will be followed throughou.
Needless to say, omitting the extreme observations will have a large impact on the distribu-
tional results that are the core of the analysis in this chapter. But we are convinced that these
observations are results of misunderstandings or misreporting.

Table 1 reports the total benefits received by the households using the survey sampling
weights to estimate the total expenditure on social insurance and social protection. The esti-
mated total social transfers in 2002 amountsto 11.7 trillion VND (10.8 trillion VND in 2002
prices).” Almost 85 percent of the tota expenditures are social insurance transfers. The social
insurance transfers have a heavy urban bias as 44 percent went to individuals in urban house-
holds while these individuals only make up 23 percent of the population. In contrast, of the
1.8 trillion VND received as socia protection transfers, about 1.5 trillion VND were benefit-
ing households in the rural areas. Both of these biases are expected. The social insurance sys-
tem is focused on former public employees and former employees in large enterprises, both
of which are mainly located in urban areas. Moreover, as theregular relief fund is focused on
natural disasters and pre-harvest starvation, the main beneficiaries from this fund will be in
the rura areas.

Table 1: Social Transfers from 2002 and 2004 VHL SS

2002 VHLSS 2004 VHLSS
Rura  Urban Total Rural Urban Tota
Social insurance 5524.5 43979 99225 7601.0 7538.0 15139.0
(55.7) (44.3) (100.0) (50.2) (49.8) (100.0)
Socia protection 14849 330.1 18149 18196 321.2 2140.7
(81.8) (18.2) (100.0) (85.0) (15.0) (100.0)
Memo item:
Population structure (percent) 725 275 100.0 70.2 298 100.0

® Socia insurance transfers are from question m5d1c2t103 in VHLSS 2002 and from question mddic2_3 in
VHLSS 2004. Socia protection transfers are from questions m5d1c2t104 and mddlc2_4, respectively. The
transfers in 2002 are first deflated to real January 2002 prices using regiona and monthly deflators provided
with the 2002 VHLSS data. Subsequently the 2002 transfers are inflated to January 2004 prices using the con-
sumer price index from GSO.

® The outliers are identified using the al gorithm devel oped in Hadi (1992, 1994) with a one percent significance
leve for outlier cutoff. Only non-zero values of the transfers are considered in the a gorithm.

" The estimated tota expenditure is 1.9 trillion VND smaller than the current expenditure on socia insurance as
reported in the State Budget (SRV, 2005). Given (i) the sampling uncertainty of the estimate, (ii) the fact that
the expenditure estimated in the survey does not include administrative costs, and (iii) that transfers in the sur-
vey period are not exactly covering the fiscal year 2002, we do not find this discrepancy to be too alarming.
However, it isimportant to keep in mind that the discrepancy may be caused by a systematic misrepresentation
or omission of some beneficiariesin the household surveys.



Note: All monetary values arein billion VND, January 2004 prices. Numbersin parentheses are percentage
shares of the total expenditures.
Source: Own cd cul ations based on 2002 and 2004 VHLSS

Social insurance increased by more than 50 percent in real terms from 2002 to 2004. Thisisa
large increase even considering the rapid growth of the Vietnamese economy.® The bulk of
the increase in social insurance transfers went to households in the urban aress, thereby in-
creasing the urban bias in these transfers. Part of the increase in the urban area may be ex-
plained by the urbanization in the period, illustrated by the change in the composition of the
population in the bottom part of Table 1.

The increase in socia protection benefits was more modest (18 percent) resulting in a de-
crease in the share of social protection in total social transfers from 15 to 12 percent. Hence,
in relative terms, the direct poverty orientation in the social expenditures has decreased, even
though the expenditures have increased in real terms.

2.2. The Education system and rules for education fee exemption

The education sector, as seen from a public expenditure perspective, has been described re-
cently in SRV (2005) while other aspects of the sector, in particular, the long run policies, are
given in SRV (2003). Here, we therefore focus on issues of relevance for understanding the
system of education fee exemptions, and refer to the SRV (2003, 2005) reports for detailed
descriptions of education policies, expenditures and service delivery issues.

The school system in Vietnam has four basic levels: pre-primary, primary, lower secondary
and upper secondary. Primary and lower secondary schooling can be followed by vocational
training while higher education in the form of college and university degrees is possible after
upper secondary school. The overal responsibility for the education sector liesin Ministry of
Education and Training (MOET) but the system is decentralized such that communes and dis-
tricts manage the first three levels of schooling (pre-primary to lower secondary) and prov-
inces manage upper secondary schools. Vocational training is managed by MOLISA while
higher education is directly under MOET. The decentralization includes state budget man-
agement whereby the relevant local authorities are responsible for budget alocations to
finance local educational activities. In 2002, some 98 percent of education expenditures (ex-
cluding vocational training) were administered by local authorities (SRV, 2005).

Total education expenses are partly covered by community contributions (user fees). These
contributions are regarded as state budget revenues. They are collected and retained by the
local educational institutions to finance the local educational activities. The main community
contributions are tuition fees, examination fees, and contributions for school construction.

The distribution of total education expenditure across public and community contributions is
shown in Table 2. The share of contributions is increasing with the level of schooling. One
reason for the low share of user payment at the primary level is that almost all households are
exempted from tuition fees at this level, though parents still have to pay other fees and con-
tributions. Moreover, it is interesting to note that the share of community contributionsin to-
tal expenditure has fallen steadily over time at all levels of schooling.

8 The growth rate in real GDP was 15.6 percent from 2002 to 2004. (Based on data from World Bank, 2005).



Table 2: Funding Sources of Education Expenditures (percent)

Sub-sector 1993 1998 2002
Primary

State subsdy 45 55 73
Contributions and direct expenditures by parents 55 45 27
Lower secondary

State subsidy 34 62 59
Contributions and direct expenditures by parents 66 38 41
Upper secondary

State subsidy 40 47 52
Contributions and direct expenditures by parents 60 53 48

Source: SRV (2005).

The importance of community contributions in the funding of the education sector has
created a tension in the education policies as it is recognized that user fees is one of the ob-
stacles for increasing school participation among the poorest groups. Therefore, the Govern-
ment has expressed commitment to provide free primary education for all by 2015 and, ac-
cording to the plans in SRV (2003), the community contributions to lower secondary educa-
tion will be kept amost constant in real terms from 2003 to 2015 resulting in a sharp decline
in the share of community contributionsin total expenditures.

More important for the present study, the Government has established policies for tuition fee
and school contribution exemptions and reductions. The policies are typically managed at the
local level through targeted programs. Several groups of students are intended to be exempted
from paying tuition fees and other contributions.® The list of students includes war veterans
and children of people who were killed or disabled in the Revolutionary cause; minority
people; people living in extremely difficult areas; and invalids.™

The list of intended beneficiaries shows that education fee exemption is based on categorical
targeting as poor households are targeted indirectly through the high incidence of poverty
among ethnic minority groups and the high incidence of poverty in extremely difficult areas.
Moreover, as for socia protection, education fee exemption can be based on historical merits
rather than a means based assessment.

A more direct poverty orientation in is stated in the National Plan for Education for All where
the Government commits to grant “exemption of user cost for students from poor families
and other disabled groups’ at the lower secondary level (SRV, 2003, p. 63). However, it is
not clear when and how this commitment will be introduced and administered.

To our knowledge there are no officia statistics on the total value of education fee exemp-
tions. Therefore, we rely on the information in the 2004 VHLSS to estimate such numbers. In
the survey, each individual who participated in the education system during the last twelve

9 Some education fee exemptions are given in Decree No. 88/2001/ND-CP of November 22, 2001.

O ducation fee exemption is also granted to poor studentsin non-formal education (literacy and complementary
programs for out-of-school youth and young adults with low educationd skills). However, the non-formal edu-
cation program is smal and not covered in the present study.

10



months before the interview is asked about the amount of school fees and the amount of other
contributions the household paid regardless of whether or not the individual was granted edu-
cation fee exemption. A second question asks if the individual was exempted from paying
education fees and other school contributions and if so there is afollow-up question about the
rate of reduction. The rate of education fee exemption varies in the range from 0 to 100 per-
cent.

Asfor the social transfers, some households report rather extreme values of education fee ex-
emptions. Therefore, we also apply the Hadi (1992, 1994) outlier detection algorithm for
education fee exemptions and compute totals for the sample excluding the outliers.

Table 3 shows the estimated value of education fee exemptions in 2004 by type of fee and by
rural/urban area. Tuition fee exemptions and school contribution fee exemptions both exceed
total expenditure on socia protection whereby the education fee exemption program is more
than three times the size of the social protection program in terms of resources transferred to
the households. Thisis the reason why we argue that this program should be evaluated along-
side social transfers in assessments of redistributive transfersin Vietnam.**

Table 3: Total Value of Education Fee Exemptionsfrom 2004 VHL SS

Rura Urban Total
Percent of Percent of
Exemption row total Exemption row total

Tuition fee exemption

Primary 719 (89.2) 8.7 (10.8) 80.6
Lower secondary 1,075.8 (78.1) 3024 (21.9) 1,378.2
Upper secondary 833.0 (73.4) 301.7 (26.6) 1,134.8
Unspecified 2339 (61.6) 1456 (38.4) 379.5
Total 2,2146 (74.5) 7585 (25.5) 2,973.0
Contribution fee exemption

Primary 1,538.2 (88.8) 1934 (11.2) 1,731.6
Lower secondary 1,109.1 (83.9) 2124 (16.1) 1,321.5
Upper secondary 557.7 (79.7) 141.8 (20.3) 699.5
Unspecified 2318 (91.6) 212 (84 253.0
Total 3,436.8 (85.8) 568.8 (14.2) 4,005.6

Note: All monetary values arein billion VND, January 2004 prices.
Source: Own cal cul ations based on 2004 VHLSS.

Both tuition fee and contribution fee exemptions have a small rura bias as the rural share of
fee exemptions is higher than the population share. The biasis present at all levels of school-
ing, the only exception being the unspecified tuition fee exemptions.

There are virtually no tuition fee exemptions at the primary school level. The reason is that
tuition is now free of charge at the primary level in all public schools. Hence, most of the tui-
tion fee exemption expenditures benefit students in lower and upper secondary schools, with

1 Some of the previous studies of socid transfersin Vietnam (van de Walle, 2004b; the World Bank, 2002 and
Justino, 2005) include scholarships in the analyses of socia transfers, noting that the number of scholarshipsis
very small. Thisis not surprising as scholarships are typicaly granted to students with specia merits. In the
2004 VHLSS the total estimated value of scholarshipsis only 565 hillion VND, so we do not include scholar-
shipsin the present analysis.
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dightly higher total benefits at the lower secondary level (46 and 38 percent of the total value
of fee exemptions, respectively). In contrast, for contribution fee exemptions the largest share
benefits primary level students (43 percent) followed by lower secondary students (33 per-
cent) and amuch smaller part to upper secondary students (17 percent). Consequently, based
on aggregate numbers, education fee exemptions may well be pro-poor as large shares of the
benefits are targeted towards the ‘right’ groups: primary and lower secondary students in the
rural area.

In the following sections we move beyond the totals to look at the incidence of the social
transfers and education fee exemptions using the 2002 and 2004 household surveys. In the
analysis of education fee exemptions we exclude tuition fee exemptions granted to primary
level students as these exemptions are in all likelihood granted for quite special reasons given
that primary level tuition is free of charge in public schools.

3. Thebehavioral response to social transfersand education fee exemptions

When looking into the incidence of the social transfers and education fee exemptions a key
issue is the computation of a counterfactual welfare indicator. The problem is not so muchin
the definition of the welfare indicator as most studies use either total income or total con-
sumption expenditure. The problem is rather how to define and compute the counterfactual.
Most conventional benefit incidence analyses are “non-behavioral” in the sense that they as-
sume there is no substitution of any kind in response to a transfer (see e.g., Demery, 2003).
Hence, in the absence of transfers households would simply consume an amount equal to the
observed total expenditure less the monetary value of the transfer. Whether such a ‘pre-
intervention’ expenditure measure is an appropriate counterfactual to take for assessing the
incidence of public spending is a recurrent theme in incidence analyses. For the assumption
to be acceptable, the observed digtribution of income and expenditure must be unaffected by
the public program that is analyzed. This israrely the case. Y et, the public transfers analyzed
in this chapter are relatively small in the sense that the total transfers constitute a small share
the total income generation. Hence, relative prices are probably not sensitive to changes in
social transfers and education fee exemptions.

Even in the absence of price effects there may be behavioral responses to social transfers at
the household level. In particular, atransfer may increase savings rather than expenditures; it
may reduce the labor supply; or it may affect private transfers such as remittances and private
borrowing and lending. Ravallion, van de Walle and Gautam (1995) suggests a simple way of
estimating the behavioral response to transfers a the household level by estimation of the
marginal propensity to consume out of transfers in a reduced form expenditure regression.™
van de Walle (2004a) uses that approach in her analysis of Vietnam’s public safety net in the
1990s. In this study we also follow the suggestion and estimate the marginal propensity of
consume out of social transfers (mpct) and the marginal propensity to consume out of educa-
tion fee exemptions (mpce) using household level panel data.

3.1. The modd and results for social transfers

Given repeated observations for a set of households, a reduced form consumption model can
be formulated as

12 See dl'so van de Walle (2003) for a succinct description of the method.
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E. =T.b+X,g+a +I, +e, 1
where E;; isreal expenditure in household i at timet, T is the transfer to household i at timet,
and X;; are observed household characteristics. The unobservable characteristics are split into
atime invariant household specific latent factor aj; a common time varying latent factor | ;,
and an idiosyncratic term ey, asin most panel data analyses.

The parameter of interest, b, is adirect measure of the marginal propensity to consume out of
transfer income, which is assumed to be the same for al households in equation (1). Estima-
tion of this parameter is complicated by possible endogeneity problems that have to be dealt
with. Endogeneity of transfers may arise because of targeting of transfers towards certain
households with chronic problems that may lead to persistently low expenditures (e.g.,
households with invalids or gravely disabled members). Such targeting implies a negative
correlation between transfers and the latent household specific factor (cov(Ti;,ai) < 0), which
will cause a downward bias in the least squares estimator. A second problem is that some of
the social protection transfers are designed to be responses to shocks (natural disasters). Such
transfers will be correlated with the idiosyncratic components (cov(Ti,&:) < 0) if the natural
disaster has an impact on expenditures as one would expect for poor, credit constrained
households. This correlation will also lead to adownward biasin the least squares estimator.

In the regressions reported below we deal with the endogeneity problems by transforming the
regression model using changes from 2002 to 2004 (i.e., the model is estimated in first differ-
ences). This transformation annihilates the household specific latent factors and hence the
first cause of bias. Subsequently, we take account of the second endogeneity problem by ap-
plying an instrumental variable estimator.

The data are the panel component of the two surveys 2002 and 2004 VHLSS that includes
3,935 households. The dependent variable is real total household expenditure measured in
January 2004 prices and the transfer variable is the sum of social insurance and social protec-
tion benefits both of which are measured at the household level.

The set of conditioning variables included in the regression models consists of basic meas-
ures of household composition and education. Information about land assets and occupation
of household members could also have been included. However, it is important to keep in
mind that by using changes from 2002 to 2004 all time invariant household attributes are im-
plicitly included and annihilated by the difference transformation.** Summary statistics for
the variables included in the regressions are given in Table A1 in Appendix 2.

Table 4 reports our basic regression results for the social transfers. In regression (1), changes
in transfers is the only regressor apart from the intercept and, hence, this is the standard dif-
ference-in-difference estimator. The estimated mpct is about one-third in regression (1). Next,
in regression (2) the control variables are added to take account of observable time varying
differences between households. In general, the signs and magnitudes of the control variables
are sensible; household consumption expenditure is increasing in household size, but not li-
nearly; the presence of children in a household has a negative effect on expenditure, given the
household size, and consumption expenditure is increasing in the level of education of the
household members. The most interesting result in regression (2) is that inclusion of the con-

1% Needless to say, thisis aso the case for other time invariant factors such as province, district and commune
information.
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trols leads to alarge drop in the mpct estimate, down to around one-fifth. Finally, when ap-
plying the GMM estimator in regression (3) the estimated mpct is 1.

Table4: The Estimated Marginal Propensty to Consume out of Social Transfers

Dependent variable: Real household expenditure, 1.000 VND January 2004 prices.

Socid insurance Only
and socid protection Socid insurance
Regression (1) @) 3 (4) ©) (6)
Estimator LS LS GMM LS LS GMM
Transfer 0328 0.197 0.988 0315 0.19 1.028
(329) (249 (219 (318) (248) (2.20)
Size of household 3,388 3,580 3,395 3,623
(6.33) (6.72) (6.34) (6.74)
Size of household squared -78 -81 -78 -84
75 (183 (1.76)  (1.90)
Gender of household head 1,080 1,017 1,092 1,091
(2.36) (1.29 (238 (1.37)
Household members who are
Children 0-5 -1,059  -1,229 -1,060 -1,241
(2200 (262 (221) (264)
Children 6-10 -782 -818 -787 -839
(228) (254 (229) (2.60)
Primary-educated -144 -208 -144 -198
(0.54) (0.82) (0.54)  (0.78)
Secondary-educated 389 336 387 329
(2.45) (2.27) (144) (1.29)
High-school-educated 1,453 1,058 1,450 1,035
(341 (243 (340) (2.36)
Vocationally educated 2,825 2,334 2,826 2,337
(485) (4.09 (485 (4.11)
Professionally educated 3,455 3,217 3,454 3,194
(5.25) (4.79) (5.24) (4.75)
University-educated 3,744 3,270 3,758 3,337
(409 (333 (412) (341
Congtant 3231 3,033 2,920 3,240 3,037 2,924
(15.67) (15.48) (13.87) (15.71) (15.49) (13.96)
Observations 3935 3935 3,935 3935 393 3,935
RESET test (p-value) 0.72 043 0.71 0.75 0.44 0.79
First stage F-gatistic® 50.28 46.96
Hansen J-test” (p-value) 0.43 0.48

Notes: The dependent variable and al regressors are given as changes from 2002 to 2004. All regressions use
sample weights from the 2002 VHL SS survey. Cluster robust t-statistics in parentheses. Instruments used in re-
gressions (3) and (6): Change in number of females above 55; change in number of males above 60; initial hum-
ber of females above 55; and initial number of males above 60. *The first stage F-statistic isthe Cragg-Donald
test statistic for instrument relevance. "The Hansen J-test is the over-identifying restriction test.

Source: Own cd cul ations based on the 2002 and 2004 VHLSS.

In the GMM regression we use four instrumental variables; the changes in the number of

males above 60 and females above 55 years of age from 2002 to 2004 (i.e., the change in the
number of pension age members in the household) and the initial number of males over 60
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and females over 55 years of age (i.e., the number of pension age members in the household
in 2002). The choice of pension age household members as instruments is guided by two ob-
servations. First of all the change in the number of pension age membersisin most cases pre-
dictable at the household level. Entering the pension age is clearly predictable and leaving
pension age is often predictable within a certain time interval even if the precise dating is un-
known. The predictability of the change means that households should smooth consumption
across this event whereby it is not a shock to household expenditure. This makes the variables
valid instruments. Second, movements into and out of the pension age is associated with
changes in pension transfers for individuals covered by the social insurance program as ex-
plained in Section 2. Hence, there is reason to assume that changes in pension age individuals
are correlated with changes in social insurance transfers, at least for some households, mak-
ing the variables relevant instruments. The first stage F-statistic reported for regression (3) in
Table 4 confirms the assumption of relevant instruments while the test of over-identifying re-
grictions, the J-test, does not reject the validity of the instruments.

van de Walle (2004a) reports similar regressions based on the panel data component in the
two household surveys 1993 and 1998 VL SS. However, she finds much smaller discrepancies
between the three estimators and concludes that an mpct around 0.5 is reasonable as it is
within the 95 percent confidence bound in all three regressions. Thisisin fairly sharp contrast
to our results, as they seem to imply an mpct quite close to one.

There are some differences in the choice of conditioning variables between van de Walle
(20044@) and our model. However, the main dissimilarities are in the use of GMM rather than
TSLS and, in particular, in the choice of instruments in the 1V-regression. Specifically, van
de Walle uses the initial value of transfers as the sole instrument for the changes in transfers
while we use the four instruments discussed above. We have also estimated models in which
the initial value of transfers is included as an instrument. The results show that this instru-
ment is irrelevant in our model formulation. This is in all likelihood caused by the large
changes in the Vietnamese economy and changes in the administration of transfers from the
mid 1990s to the early/mid 2000s.

In order to look more into the robustness of our results we re-estimate the three regression
models using only social insurance benefits as the transfer variable."* As shown in Section 2,
the social insurance benefits are by far the largest transfers and changes in social insurance
transfers are more closely associated with changes in the number of pension age household
members than the total transfers used in regressions (1)-(3) in Table 4. The results, when us-
ing only the social insurance transfers, are given as regressions (4)-(6) in Table 4. The latter
estimates are very similar to the estimates in regressions (1)-(3) in which all transfers are in-
cluded.

Finally, because of the aforementioned extreme transfer values in the surveys we identify out-
lying transfer observations, again using the Hadi algorithm, as explained in Section 2. Subse-
quently, all modelsin Table 4 are re-estimated based on a sub-sample that excludes the out-
liers. The results of the re-estimations, given in Table 5, indicate that our basic results are not
driven by the extreme transfer observations. Hence, both robustness checks support our basic
result.

¥ \While 912 householdsin our sample received at |east one of the transfers only 539 households received social
insurance transfers.
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Table5: The Estimated Marginal Propensity to Consume out of Social Transfers:
Robustnessto Outliers

Dependent variable: Real household expenditure, 1.000 VND January 2004 prices.

Socid insurance Only
and social protection Social insurance
Regression (1) @) 3 (4) () (6)
Estimator LS LS GMM LS LS GMM
Transfer 0397  0.207 1.038 0384 0212 1.103
(262) (174 (199 (249 (174 (2.04)
Size of household 3,408 3,575 3,236 3,038 2,980
(6.37) (6.73) (6.38) (6.75)
Size of household squared -79 -80 -80 -83
(2.78)  (1.80) (.79)  (1.88)
Gender of household head 1,148 1,096 1,160 1,173
(244) (139 (245 (147
Household memberswho are
Children 0-5 -1,077  -1,255 -1,078 -1,274
(224) (264 (224) (2.67)
Children 6-10 -786 -821 -790 -840
(230) (255 (231) (2.61)
Primary-educated -142 -193 -143 -192
(0.54) (0.76) (0.54)  (0.76)
Secondary-educated 379 320 376 302
(141 (@121 (2400 (113
High-school-educated 1,472 1,047 1,470 1,023
(3400 (233 (339 (2.25)
Vocationally educated 2,810 2,355 2,794 2,340
(479 (415 477 (413
Professionally educated 3,515 3,141 3,515 3,122
(5290 (439 (5290 (4.36)
University-educated 3,738 3,476 3,746 3,519
(3990 (357 (401) (3.61)
Congtant 3,227 3,035 2,974 3236 3,038 2,980
(15.65) (15.52) (14.69) (15.69) (15.52) (14.79)
Observations® 3923 3,923 3,923 3925 3,925 3,925
RESET test (p-value) 0.43 041 0.59 0.39 041 0.65
First stage F-gatistic 68.6 63.07
Hansen J-test (p-value) 0.34 0.37

Notes: See the notes to Table 2. *Outliers in the transfer variables have been identified using Hadi’ s (1992,1994)
iterative outlier detection procedure and these regressor outliers are omitted from the regressions.
Source: Own cd cul ations based on the 2002 and 2004 VHLSS.

3.2. The model and results for education fee exemptions

In the estimation of the marginal propensity to consume out of education fee exemptions
(mpce) we use the same models and the same set of estimators as for social transfers. Howev-
er, there is an important difference in the treatment of social transfers and education fee ex-
emptions in the household surveys. All education fees and contributions paid by the house-
hold are included in total consumption expenditure (E). But when a household is granted ex-
emption from a fee this expenditure is not included in total expenditure even though the stu-
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dent is consuming the education good. This means that the ‘true’ measure of household con-
sumption (E;) is the sum of observed consumption expenditure (E;;) and the value of the
education fee exemption (S;):

B =E.+S, @)
As our regression model for the true household expenditureis
E.=Sb+Xg+a +l +e, )

we can use equation (2) to substitute for the true household expenditure, resulting in the mod-
e

Eit:S|t(b_1)+xitg+ai+|t+eit' (4)

Hence, in the education fee exemption regressions a parameter estimate of O corresponds to
an mpce of 1 and an estimate of, say, -0.5 corresponds to an mpce of 0.5."°

Table 6 reports our results for education fee exemptions. The fee exemption regressor is the
sum of the monetary values of tuition fee exemption and contribution fee exemption. Both
fee exemptions are measured at the household level in January 2004 prices. Regressions (1)
to (3) in Table 6 corresponds to the first three regressions in Table 4. In all three regressions
we find an estimated coefficient of zero, indicating that the mpce is one.

In the GMM regression we cannot use the most relevant household composition variables as
in the regressions for social transfers because children have a direct influence on consump-
tion expenditure. Instead, we use the initial levels of the tuition fee exemption and the contri-
bution fee exemption as instruments. This implies an assumption of predetermined education
fee exemptions (E(e, | S,) =0), which we do not find unreasonable even though we would

have preferred a more structural approach to the choice of instruments. Judged by the F-test
for instrument relevance and the J-test for over-identifying restrictions the chosen instru-
ments are (highly) relevant and not invalid.

Table Al in Appendix 2 reveals that some of the changes in education fee exemptions are
even more out of the ordinary than the extreme changes in social transfers. Therefore, we,
again, identify and exclude outlying observations using the Hadi algorithm and re-run the es-
timations. The results of the re-estimations are reported as regressions (4)-(6) in Table 6. Ex-
clusion of the outliers does not change the basic result of an mpce of one.

In sum, our regressions point to amarginal propensity to consume out of both social transfers
and education fee exemptions of one. However, the mpct is not precisely determined, so even
though the point estimate is one, we cannot reject the hypothesis that the true value is only
one-half as found in van de Walle (2004a). In fact, based on the GMM resultsin Tables 2 and
3 the mpct can be anywhere from about 0.1 to more than 1. This means that the social transfer

5 Another way to think of this result isto consider a household that is granted tuition fee exemption. If the con-
sumption of that household is unchanged (mpce = 0) then the observed household expenditure will drop by the

value of the fee exemption. If the househol ds chooses to spend exactly what is saved on tuition (mpce = 1) then
the observed household expenditure will return to the pre tuition fee exemption level.

17



incidence results presented in the subsequent sections must be interpreted with great caution.
In contrast, all regressions using education fee exemptions in Table 6 firmly rejects an mpce
below 0.9. Therefore, we have more confidence in using an mpce of one in the incidence
analysis of the education fee exemptions.

Table 6: The Estimated Marginal Propensty to Consume out of Education Fee Exemp-
tion

Dependent variable: Real household expenditure, 1.000 VND January 2004 prices.

All observations Omitting outliers
Regression (1) @) ©) (4) ©) (6)
Estimator LS LS GMM LS LS GMM
Education reduction/exemption  0.005 -0.019 0.032 0062 0.014 0.033
(0.15) (0.61) (1.37) (243) (0.65) (1.44)
Size of household 3,377 3,360 3391 3,389
(6.28) (6.27) (6.27) (6.27)
Size of household squared -76 -75 -79 -79
(1.69) (1.68) a.73) (174
Gender of household head 1,099 1,113 1,118 1,118
(139 (141 (141) (141
Household members who are
Children 0-5 -1,056 -1,046 -1,062 -1,053
(219) (218) (2200 (219
Children 6-10 -790 -788 -735 -732
(229) (2.28) (216) (2.15)
Primary-educated -150 -151 -126 -125
(0.56) (0.56) (047) (0.47)
Secondary-educated 388 390 389 387
(1.44) (145 (1.45) (144
High-school-educated 1,505 1,516 1,474 1,480
(356) (3.58) (347) (3.49)
Vocationally educated 2,889 2,887 2854 2,859
(4.96) (4.98) (4.88) (4.90)
Professionally educated 3566 3,486 3499 3482
(5.22) (5.05) (5.10) (5.05)
University-educated 3824 3,855 3,888 3,901
(4.36) (4.35) (440) (441
Congtant 3,318 3,083 3,070 3333 3,103 3,099
(15.94) (1555) (15.78) (16.06) (15.78) (16.13)
Observations 3935 3935 3,935 3908 3908 3,908
RESET test (p-value) 0.11 0.43 0.42 0.37 043 0.43
First stage F-datistic 739.6 3,952
Hansen J-test (p-value) 0.90 0.90

Notes: The dependent variable and al regressors are given as changes from 2002 to 2004. All regressions use
sample weights from the 2002 VHL SS survey. Cluster robust t-statistics in parentheses. Instruments used in re-
gressions (3) and (6): Initia tuition fee exemptions and initia school contribution fee exemptions. See the notes
to Tables 2 and 3 for explanations of the test statistics and the outlier detection.

Source: Own cd cul ations based on the 2002 and 2004 VHLSS.
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4. Theincidence of social transfersand education fee exemptionsin 2004

In the incidence analysis, we use the information from the 2004 VHLSS about the transfers
and education fee exemptions that households received during the last twelve months since
the date of interview. Based on this information we calculate per capita transfers and per ca-
pita education fee exemptions as the household benefit divided by the household size. This
impliesthat al members of a household will benefit from, say, pensions, if one member rece-
ivesthat kind of transfer and, likewise, all members benefit from, say, tuition fee exemptions,
if such exemptions are granted to a student the household. These per capita measures corres-
pond to the computation of real per capita consumption expenditure in the survey.

Our basic measure of welfare is total per capita consumption expenditure as it is measured in
the 2004 VHLSS. In the incidence analysis we compute two counterfactual welfare measures,
one for social transfers and one for education fee exemptions, based on the results in section
3. Hence, for social transfers we use per capita consumption expenditure net of per capita so-
cial transfers as the preferred counterfactual welfare measure (i.e., an mpct of one). For edu-
cation fee exemption we use the actual per capita consumption expenditure, which is imply-
ing an mpce of one. However, we aso look into the robustness of our results by assuming an
mpct of 0.5. Using the lower marginal propensity to consume out of transfers, we obtain re-
aults that are directly comparable with the analyses reported in van de Walle (2004a,b), the
World Bank (2002) and Justino (2005).

In the incidence tables the population is divided into quintiles based on the counterfactual per
capita consumption expenditure and the within quintile average transfer/fee exemption is giv-
en. In addition, we also decompose the average transfer/fee exemption in order to obtain a
more detailed analysis of the social transfer and education fee exemption programs. Specifi-
cally, we use the decomposition

T=LA&T, - gﬁ‘*:g;:gl Bq T, =LK (5)

q i=1
Where'Tq is the average transfer/fee exemption in quintile g, Ng is the number of individualsin

the quintile, Ry is the number of individuals in the quintile who are in the reference (or target)
population, and By is the number of individuals the quintile who actually receive a transfer or
are granted education fee exemption (the beneficiaries). Finally, the summation in the last
factor is only over the non-zero social transfers and education fee exemptions, so thisisthe
average transfer/fee exemption to the beneficiaries.*®

Looking across the quintiles, the first factor on the right-hand side of equation (5), (Ry/Ny), is
the distribution of the reference population within the total population. That distribution
shows to what extent the social transfer and education fee exemption programs are “de-
signed” to be targeted towards the poorer individuals from the outset. In the definition of the
reference populations we do not include information about the level of per capita consump-
tion. Instead, we aim at capturing broader criteria. In particular, we mainly use information
about the age of household members even though more precise criteria could be used.

'8 The decomposition can be given generally as a product of conditional expectations,
E(TqCq)=E(Tg|Bq. Ry.Cq) E(BylRq.Cq) E(RyICq) . Hence, each factor in (5) has awell defined popul ation mean.
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The second factor is the coverage rate for each program (B4/Ry). The distribution across quin-
tiles illustrates if the coverage rate varies with the expenditure level, which may indicate
good or bad targeting in the adminigtration of the programs. The product of the reference
population rate and the coverage rate is the conventional incidence (By/Ng) of the program.

Finally, as the third factor is the average transfer or education fee exemption for the benefi-
ciaries the distribution across quintiles shows if the poorer beneficiaries get higher transfers
than the richer beneficiaries or vice versa.

The decomposition in equation (5) aso applies when transfers and education fee exemptions
as expressed as shares of per capita consumption expenditures. Therefore, in the tables below,
we only report the average of the share of transfers and education fee exemptions in total
consumption expenditure for the beneficiaries. When computing these shares we use the ac-
tual per capita consumption expenditure throughoui.

In addition to the decomposition of the average transfer we also report results for the two sub-
populations “Rural Vietnam” and “Urban Vietnam”. The reason for our interest in this split is
given from Table 1 and Table 3, in which one finds a clear urban bias in the largest program;
social insurance, and a (smaller) rural biasin the three programs; social protection, tuition fee
exemption and contribution fee exemption.

Finally, we stress, again, that all results are based on data in which we have removed extreme
transfer and education fee exemption observations using the Hadi (1992, 1994) algorithm.

4.1. Social transfers

The incidence of social insurance transfers is shown in Table 7. The distribution of social in-
surance is ‘ U-shaped’ in the sense that the poorest and the richest quintiles are the prime be-
neficiaries of the program in terms of average transfers. The average transfer to the poorest
quintile is about 350 thousand VND per capita per year, while it is about 230 thousand VND
to the richest quintile. Average transfers to the three middle quintiles are just above one-third
of the average transfer to the poorest quintile. Using the conventional measure of redistribu-
tion, one finds that the social insurance transfers are progressive as the share of transfers in
total expenditure is highest in the poorest quintile (10 percent). The share of transfers in total
expenditure drops to around 2.5 percent in the second and third quintiles and just below 2
percent in the two richest quintiles.

In the decomposition of the average transfers we use the population of al pension-age indi-
viduals as the reference population (i.e., females above 55 years of age and males above 60).
Thisis clearly not a precise approximation as only a small fraction of the pension-age popula-
tion is covered by the social insurance system. However, the 2004 VHLSS does not include
information about pre-retirement occupation, so we cannot distinguish social insurance mem-
bers from non-members in the survey. Another, problem with the definition of the reference
group is that short term support for sickness and maternity is given to individuals in the work-
ing age population who are covered by the program. We find this problem to be of minor im-
portance as the total benefits given for short term support are small relative to the pension
transfers. Moreover, the distribution of the pension-age population across the welfare distri-
bution is interesting in its own right as it illustrates if a broader (unitary) pension system will
be pro-poor. Finally, the incidence, calculated as the product of the reference population and
the coverage rate is not affected by the error in the definition of the reference population.
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Table 7: Incidence of Social Insurance

Quintiles
(Poorest) (Richest)
Q1 Q2 Q3 Q4 Q5 All

All Vietham Mpct= 1

Average transfer 349.39 117.03 13564 127.88 228.34 191.66
Reference population 4121 3253 2982 3245 31.37 3347
Coverage rate 3944 2147 2814 2449 37.83 30.73
Average transfer to recipients 2149.77 1675.96 1616.67 1608.8 1924.23 1862.88
Average share of expenditure 6193 3513 2953 23.09 1589 36.39
Rural Vietnam

Average transfer 32777 7710 7820 73.22 86.24 12854
Reference population 4152 3277 2915 29.20 2991 3251
Coverage rate 3700 2016 21.38 19.26 2164 2479
Average transfer to recipients 2133.89 1166.93 1254.78 1302.37 1332.55 1594.77
Average share of expenditure 64.70 3114 2697 2437 16.64 40.02
Urban Vietnam

Average transfer 669.02 32746 263.87 25159 330.53 368.59
Reference population 4284 3828 3299 36.36 2818 3573
Coveragerate 5799 39.67 4092 3468 5443 4561
Average transfer to recipients 2693.28 2156.06 1954.94 1995.08 2154.46 2261.49
Average share of expenditure 56.75 30.60 2239 17.65 1229 3177
All Vietham Mpct = 0.5

Average transfer 15355 13594 136.08 205.88 326.85 191.66
Reference population 3837 3261 3013 3399 3227 3347
Coveragerate 2383 2403 2775 3264 46.49 30.73
Average transfer to recipients 1679.03 1734.51 1627.18 1856.02 2178.51 1862.88
Average share of expenditure 63 454 3543 30.96 20 36.39
Rural Vietnam

Average transfer 136.47 109.36 101.97 14586 149.03 128.54
Reference population 3950 3149 3010 30.39 31.07 3251
Coveragerate 21.87 2290 2142 2839 30.18 24.79
Average transfer to recipients 1580.11 1516.17 1581.44 1690.64 1589.70 1594.77
Average share of expenditure 63.80 44.67 38.08 3315 2219 40.02
Urban Vietnam

Average transfer 37181 31413 334.13 384.08 439.24 368.59
Reference population 3882 3870 3358 38.06 2054 3573
Coverage rate 4144 3983 4485 4475 60.67 4561
Average transfer to recipients 2311.29 2038.32 2218.81 2255.37 2450.46 2261.49
Average share of expenditure 60.15 3574 2820 2226 1484 3177

Notes: The quintiles are based on actua per capita consumption expenditure less per capita social insurance and
per capitasocial protection transfers. All monetary values are given in 1.000 VND, January 2004 prices. Rates
and shares are given as percentages.

Source: Own cd cul ations based on 2004 VHLSS.

The digtribution of the pension-age population across the expenditure quintiles demonstrates
that a general unitary pension scheme will only be mildly pro-poor. About 40 percent of the
individuals in the poorest quintile live in households with a pension-age member. In the four
richer quintiles the share is close to 30 percent with no systematic tendency to either increase
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or decrease across quintiles. Thus, while the poor may often be old-age people one cannot
conclude that old-age people are often poor, as it is sometimes done in other studies.

The coverage rate is the prime explanation for the U-shaped distribution of the social insur-
ance transfers. The coverage rate is highest in the poorest quintile (40 percent) followed by
the richest quintile (38 percent), and somewhat lower rates for the three middle quintiles (21-
28 percent). Combining the reference population and the coverage rate we find a U-shaped
distribution of the incidence as the rate is 16 percent in the poorest quintile, 12 percent in the
richest quintile and about 8 percent in the three middle quintiles.

Another cause of the U-shaped distribution can be found in the distribution of the size of the
transfers to the beneficiaries. The individuals in the poorest quintile benefit most while the
richest quintile comes in second. On average, the recipients in the lowest quintile receive
dightly more than 2.1 million VDN per capita per year. This is as surprisingly large amount
considering the official GSO poverty line of 2.077 million VND (January 2004 prices), and it
implies that the average recipient in the lowest quintile is non-poor—after the transfer—given
our estimate of the marginal propensity to consume out of transfers’ The size and importance
of the transfer is underlined by the share of the transfer in total expenditure. In the poorest quin-
tile the share is amost two-thirds; in the second quintile (receiving somewhat |ess) the share is
more than one-third and even in the fourth quintile the share is close to one-quarter.

The decompostion of the individuals into Rural and Urban Vietnam does not change the
over-all picture of redistribution. However, the urban bias in the system is clear when looking
both at the coverage rates and the average transfer to the recipients. While the coverage rates
for Rural Vietham are close to the overall averages in the four lowest quintiles and much
smaller for the richest quintile (22 percent compared to 38 percent), the coverage rates in Ur-
ban Vietnam are much higher. In the poorest and richest quintiles in Urban Vietnam, the cov-
erage rates are above 50 percent, leading to incidence rates of 25 percent in the poorest quin-
tile and 15 percent in the richest quintile. Moreover, average transfers to the recipients are
much higher in Urban Vietnam compared to Rura Vietnam. The latter result is not surprising
considering the urban bias in the selection into the security system and the proportionality of
benefits and past wages.

Given the large share of gtate funding in the socia security system and the relatively small
amount of resources alocated to the social protection system and the national targeted pro-
grams, one may ask if the present social insurance system is too generous. Nevertheless, the
system does reach the poorest households and the system has a clearly progressive redistribu-
tive profile, given the choice of counterfactual per capita consumption expenditure.

In the bottom part of Table 7 the distribution of social insurance transfers is repeated using
the alternative welfare indicator that is preferred by van de Walle (20044, b), the World Bank
(2003) and Justino (2005). The alternative welfare indicator resultsin a much less progressive
distribution of the socia insurance transfers. This is not surprising considering the size of the
transfers to the recipients. In particular, the change causes a shift in the transfers away from
the bottom quintile and towards the two top quintiles both in terms of coverage rate, transfer
to recipients and, hence, also the overall average transfer to the quintile populations.

Y \When looking at the average transfers to recipients it is important to remember that a household may have
more than one beneficiary. As already mentioned, the numbers we report are the average per capita transfers
based on information about total socia insurance transfers to households.
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Turning next to the social protection system, we report the results of the incidence analysisin
Table 8. As expected, the sizes of the average socia protection transfers are of a much small-
er magnitude than the social insurance transfers. The socia protection transfers are clearly
progressive, but not as much as one would expect given the design of the regular relief pro-
gram. In particular, the average transfer to the poorest quintile is only five times the average
transfer to the richest quintile.

As explained in Section 2, the social protection program includes support to disaster-struck
areas and, in theory, this could be anywhere in Vietnam. This is the reason why we have cho-
sen to let the reference population be the whole population such that we simply report the ref-
erence population fraction as 100 percent. This means that the coverage rate is the incidence
of the social protection transfers. The social protection program supports 17 percent of the
population in the poorest quintile. Thisis not alarge fraction considering that the GSO pover-
ty rate for 2004 is just below 20 percent. However, it is important to recall the limited re-
sources for the social protection program and that the regular relief transfers are only given to
the extremely poor.

The most problematic result in Table 8 is the distribution of transfers to the recipients, which
isincreasing from the poorest to the richest quintile. Even if the transfers to the more well-off
households are caused by natural disaster shocksit is hard to understand why the transfers to
these households should be larger than transfers to the poorer households in the area.

The split into Rural and Urban Vietnam confirms the rura bias in the program; the average
rural household receives twice the amount transferred to the average urban household. This
difference is explained by the average incidence which istwice the size in the rural area com-
pared to the urban area, while the average transfers to the recipients are roughly the same.
The incidence in the poorest quintile in Rural Vietnam is higher than for All Vietnam, but it
is gill only 20 percent; four times the incidence of the richest quintile in Rural Vietnam. In
Urban Vietnam the targeting of the social protection program appears to be a little better as
only small fractions of the individuals in the richer quintiles receive transfers. Still, in both
sub-populations we find the tendency of a positive association between welfare and transfers
for the beneficiaries.

Using the alternative welfare indicator (the bottom part of Table 8) causes changes in the in-
cidence of socia protection transfers that are analogues to the results for socid insurance
transfers. The targeting towards the poorest individuals is worse than in the base case and the
overall program is thus less progressive. However, the results for social protection appear to
be less sensitive to the choice of counterfactual welfare measure relative to the social insur-
ance transfers.

There are two, potentially serious, problems in our, and previous, assessments of the social
protection program. The first problem is that the extremely poor, i.e., the lonely elderly, or-
phans below 16, and severe invalids who cannot live on their own, are not well covered in
multi-purpose household surveys like the 2004 VHLSS. This problem may cause a negative
bias in the estimated incidence in the lowest quintile. However, this does not explain the rela-
tively high incidence and the high transfers to beneficiariesin the richer quintiles.
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Table 8: Incidence of Social Protection

Quintiles
(Poorest) (Richest)
Q1 Q2 Q3 Q4 Q5 All

All Vietham mpct = 1

Average transfer 4911 313 2004 244 1069 27.11
Reference population 100 100 100 100 100 100
Coverage rate 1688 863 514 581 290 787
Average transfer to recipients 290.93 362.79 390.29 42006  368.76 344.44
Average share of expenditure 139 1162 984 797 407 11.27
Rural Vietnam

Average transfer 5440 31.02 2558 20.09 22.74 30.77
Reference population 100 100 100 100 100 100
Coveragerate 1926 1010 610 513 530 918
Average transfer to recipients 28245 307.18 41945 391.29  428.89 335.17
Average share of expenditure 1402 1083 1197 910 6.87 1167
Urban Vietnam

Average transfer 2683 2905 651 936 6.71 1570
Reference population 100 100 100 100 100 100
Coveragerate 965 719 221 324 15 4.77
Average transfer to recipients 278.02 404.07 29397 288.68  431.20 329.00
Average share of expenditure 985 769 440 321 277 133
All Vietham mpct = 0.5

Average transfer 3563 2989 2579 325 1174 2711
Reference population 100 100 100 100 100 100
Coverage rate 1541 816 594 6.79 305 787
Average transfer to recipients 231.22 366.56 43389 4783 38495 344.44
Average share of expenditure 1271 1281 1156 9.03 432 11.27
Rural Vietnam

Average transfer 3719 29.04 2756 3168 28.38 30.77
Reference population 100 100 100 100 100 100
Coverage rate 1730 993 602 677 586 918
Average transfer to recipients 21492 29233 457.67 46760 48397 335.17
Average share of expenditure 1256 1117 1419 11.05 799 1167
Urban Vietnam

Average transfer 2196 2482 1422 924 824 1570
Reference population 100 100 100 100 100 100
Coverage rate 907 597 328 388 167 477
Average transfer to recipients 24211 41584 43333 23825 49430 329.00
Average share of expenditure 972 822 661 271 321 7.33

Notes: The quintiles are based on actua per capita consumption expenditure less per capita social insurance and
per capitasocial protection transfers. All monetary values are given in 1.000 VND, January 2004 prices. Rates
and shares are given as percentages.

Source: Own cd cul ations based on the 2004 VHLSS.

But this may be explained by the second problem; our inability to separate transfers from the
Socia Guarantee Fund for War Affected Groups and transfers from the two other social pro-
tection funds. Consider, for example, a Vietnam Mother Hero. She receives 8.5 million VND
ayear from the state. In a household of 4, thisis a transfer of 2.125 million VND per person
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per year, which is independent of household income. As we have no information about the
relative size of the total transfers from the three social protection funds, we cannot exclude
the possibility that the distribution of social protection transfersin Table 8 isto a large extent
showing the distribution of war heroes and relatives of people with Revolutionary merit. The
smplest, and best, way to overcome the identification problem is to have publicly available
gatistics for transfers from each of the social protection funds and, possibly, to include ques-
tions about the cause for social transfers in future household surveys, much in the same way
asitisdone for education fee exemption.

4.2 Education fee exemptions

The results for tuition fee exemptions and contribution fee exemptions are given in Table 9
and Table 10, respectively. In both tables the quintiles are based on the distribution of actual
per capita consumption expenditure, as explained above.

From Table 9 it is clear that the tuition fee exemption program provides fairly large support
to all but the richest quintile. The average tuition fee exemption is largest for the middle quin-
tile (50 thousand VND) followed by the poorest quintile. But the second and fourth quintiles
benefit aimost as much as the poorest quintiles.*® The reason for the particular distributional
shape of the tuition fee exemptions is an interesting combination of the reference population,
the coverage rate and the size of the fee exemptions granted to the beneficiaries.

As we are only including tuition fee exemptions granted to students in lower secondary
school and above, the reference population is defined as individuals in households in which at
least one member is studying at the lover secondary level or above. The distribution of the
reference population across per capita consumption groups confirms the frequently found pat-
tern that child education is increasing with welfare. In the poorest quintile, only 16 percent of
the individuas live in a household where at least one child is attending lower secondary
school or above. This share jumps to 29 percent in the second quintile and then increases
steadily to almost 50 percent in the richest quintile. Thus, asis well known, support programs
for education above the primary level have an inherent tendency to be regressive.™

The coverage rate is working to equalize the skewed distribution of the reference group as 33
percent of the individuals in households with above-primary level students in the poorest
quintiles benefit from tuition fee exemptions. The coverage rate is only 12-13 percent in the
second and third quintiles and it drops to very low numbersin the top quintiles. The net result
of the difference in the distributions of the reference group and the coverage rate is a fairly
flat incidence distribution with about 5 percent of the individuas benefiting in the three poor-
est quintiles; dropping to 2.5 and 1.2 in the two richest quintiles. Hence, in that sense the tar-
geting of the program is not too bad.

'8 1n terms of expenditure shares, the distribution of tuition fee exemptions is mildly progressi ve, though.

19 Needless to say, in the present set-up we cannot eval uate the impact of tuition fee exemptions on school atten-
dance for the poorest quintiles. If this effect is large, the relevant reference group should have been all children
in the age group 11-18, and the relevant analysis would have been the increase in school attendance. We are,
however, analyzing the incidence conditional on the impact in the present study.
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Table 9: Incidence of Tuition Fee Exemptions

Quintiles

All Vietham

Average exemption

Reference population

Coverage rate

Average exemption for recipients
Average share of expenditure
Rural Vietnam

Average exemption

Reference population

Coverage rate

Average exemption for recipients
Average share of expenditure
Urban Vietnam

Average exemption

Reference population

Coverage rate

Average exemption for recipients
Average share of expenditure

All Vietham

Average exemption

Reference population

Coverage rate

Average exemption for recipients
Average share of expenditure
Rural Vietnam

Average exemption

Reference population

Coverage rate

Average exemption for recipients
Average share of expenditure
Urban Vietnam

Average exemption

Reference population

Coverage rate

Average exemption for recipients
Average share of expenditure

(Poorest) (Richest)
Q1 Q2 Q3 Q4 Q5 All
All tuition fee exemptions
40.73 3521 5131 3622 1636 3597
1561 29.06 36.04 4195 4722 3397
3342 1315 1274 588 255 1019
780.49 921.57 1117.62 1468.88 1357.64 1039.36
4953 3693 3237 302 174 372
36.69 3513 3316 4999 2405 3581
13.80 2443 3279 3930 4418 30.90
3754 1531 1159 11.28 421 1231
708.4 93894 872.64 1128.23 1292.53 941.57
4856 4331 2994 3089 2344 37.23
56.64 5301 3595 1207 1419 34.38
26.28 4084 4545 4693 5088 42.07
18.34 8.65 5.55 1.42 071 5.6
1175.15 1499.66 1425.41 1806.73 3952.99 1443.45
4520 3311 2278 2333 29.08 3515
Directly poverty related tuition fee exemptions

3771 2273 2407 1399 297 20.29
1526 2848 359 4179 4742 3377
29.34 8.76 565 251 073 6.15
842.22 911.44 1186.57 133594 863.78 976.53
53.83 37.05 341 2863 1254 4205
3535 2705 1748 2313 6.41 21.89
138 2443 3279 393 4418 309
34.67 1132 542 534 162 7.86
739.07 97849 983.64 1101.57 89244 901.11
50.58 45.76 34 2957 1701 4144
39.79 3042 821 0 0 15.69
26.28 4084 4545 4693 5088 42.07
11.75 3.76 1.53 0 0 253
1288.47 19825 1179.54 0 0 1474.17
53.94 4325 17.19 0 0 46.05

Notes: The quintiles are based on actua per capita consumption expenditure. All monetary values are given in
1.000 VND, January 2004 prices. Rates and shares are given as percentages.
Source: Own cd cul ations based on the 2004 VHLSS.

Next, the value of the tuition fee exemptions to the beneficiaries is clearly skewed towards
the richer quintiles. The average tuition fee exemption is only 780 thousand VND in the
poorest quintile, rising to almost the double (1,469 thousand VND) in the fourth quintile. The
reason for the skew distribution of the fee exemption value to the beneficiaries is that stu-
dents in rich households are in more expensive schools than students in poorer households,
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i.e., school expenditures are in general rising with household income. Behrman and Knowles
(1999) find a positive relationship between school expenditure and school quality in Vietnam
based on data from 1996. If that result still holds in 2004, as one would expect, then school
fee transfers to the beneficiaries would seem to be a better choice than school fee exemptions
asit would be possible to put a cap on transfers, making the richer households pay for higher
quality choices.

The split into Urban and Rurd Vietnam shows an urban bias in the fee exemptions. This bias
is caused by higher school participation rates in the urban areas and higher values of fee ex-
emptions to beneficiaries. The bias is to some extent offset by the coverage rates. The aver-
age coverage rate is 12 percent in the rural areas, while it isonly 6 percent in the urban areas.
In particular, almost 38 percent of the reference population the poorest quintile in Rural Viet-
nam benefit from tuition fee exemptions. Yet, the reference population is only 14 percent of
the population in that quintile, so the incidenceis still low.

In the Vietnamese household surveys, beneficiaries of education fee exemption are asked
about the reason for the fee exemption. This provides an opportunity to look closer at the in-
cidence of directly poverty oriented education fee exemptions. Specifically, we have gathered
four of the nine possible reasons into a group of poverty oriented fee exemptions. The four
reasons are (i) “being a poor household”, (ii) “having a difficult situation” (iii) “belonging to
an ethnic minority group”, and (iv) “living in remote, especially difficult area’.° As seen, we
include both direct targeting of the poor and categorical targeting in the definition of direct
poverty oriented education fee exemption.

The bottom part of Table 9 reports the incidence results when only the direct poverty oriented
tuition fee exemptions are included. First of dl, we find that only about half (56 percent) of
the value of tuition fee exemptions are granted for reasons of poverty. Second, the poverty re-
lated tuition fee exemption is much better targeted towards the poorer household than the to-
tal. The coverage rate in the poorest quintile is 29 percent, almost equa to the coverage rate
for the total tuition fee exemptions. However, the coverage rates for the richer quintiles are
sgnificantly lower. The fairly small, but still measurable, coverage rates in the top quintiles
are probably caused by the categorical targeting of the poor. This is confirmed by the ru-
ral/urban split which shows that no individuals in the top two quintiles in Urban Vietnam
benefit from poverty related tuition fee exemptions. Moreover, in the rural areas the value of
the tuition fee exemptions to the beneficiaries is fairly constant, with only a mild tendency to
increase with income. Interestingly, the sample split also shows that the maximum value of
the tuition fee exemption to the beneficiaries in the rura area (1,101 thousand VND to the
fourth quintile) is lower than the value in all of the urban quintiles. Schooling above the pri-
mary level is more expensive in the urban areas and thisis reflected in the fee exemptions.

® The other possible reasons for education fee exemption are (v) “being afallen combatant relative’, (vi) being
in a disabled, sick veteran policy household, (vii) being a primary student, (viii) no tuition required, and (ix)
other reasons.
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Table 10: Incidence of Contribution Fee Exemption

Quintiles
(Poorest) (Richest)
Q1 Q2 Q3 Q4 Q5 All

All Vietham All contribution fee exemptions

Average exemption 10047 59.07 4697 17.88 1538 47.96
Reference population 8171 8053 7951 7571 7554 78.60
Coverage rate 1875 9.52 6.39 281 167 8.00
Average exemption for recipients 655.94 770.61 924.05 84197 1222.83 762.43
Average share of expenditure 4533 31.89 2714 18.06 141 36.03
Rural Vietnam

Average exemption 103.77 7031 4512 4961 1583 56.93
Reference population 8289 8136 7952 79.18 72.85 79.16
Coverage rate 2042 10.73 743 6.15 295 975
Average exemption for recipients 613.15 805.07 763.77 1018.02 736.55 737.64
Average share of expenditure 4521 37.17 2656  27.52 123 36.47
Urban Vietnam

Average exemption 6243 179 2358 4.77 17.72 25.29
Reference population 74.66 75.88 80.8 77.07 76.64 77.01
Coverage rate 1175 282 237 0.46 066 3.56
Average exemption for recipients 711.85 835.84 1229.26 135397 3502.27 923.13
Average share of expenditure 3386 17.79 1924 16.01 2424 28.49
All Vietham Directly poverty related contribution fee exemptions
Average exemption 9229 4706 26.78 8.75 544 36.07
Reference population 8194 8023 7948 75.74 75.64 78.61
Coverage rate 16.77 7.14 3.38 145 061 6.04
Average exemption for recipients 671.64 820.95 997.74 79522 1182.27 760.25
Average share of expenditure 4748 3353 2996 18.02 1484 40.13
Rural Vietnam

Average exemption 9847 49.98 341 2617 726 432
Reference population 8289 8136 7952 79.18 72.85 79.16
Coverage rate 1839 7.83 5.02 2.96 122 729
Average exemption for recipients 646.12 784.41 85359 111641 816.19 748.87
Average share of expenditure 4827 3599 2997 3021 1489 40.53
Urban Vietnam

Average exemption 6116 4.04 7.48 0 441 1543
Reference population 7466 75.88 80.8 77.07 76.64 77.01
Coverage rate 991 0.74 0.97 0 019 231
Average exemption for recipients 826.4 716.94 957.66 0 3000 866.83
Average share of expenditure 40.77 16.07 1384 0 1494 36.41

Notes: The quintiles are based on actua per capita consumption expenditure. All monetary values are given in
1.000 VND, January 2004 prices. Rates and shares are given as percentages.
Source: Own cd cul ations based on the 2004 VHLSS.

The contribution fee exemptions, shown in Table 10, are also progressive, both as a share of
consumption expenditure and in terms of average fee exemption values. The latter isin con-
trast to the three other types of support, in which there was no clear progression in the aver-
age values. In addition, there is a fairly clear poverty orientation as the average exemption
value in the poorest quintile is aimost twice the size of the vaue in the second quintile.
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The decomposition of the average contribution fee exemptions shows that they need not be
poverty oriented as the reference population is 75-82 percent in all quintiles, with the lower
quintiles having only marginally higher shares. The reason for the relatively uniform distribu-
tion isthat all students are included in the reference population, i.e., we include primary level
students as these are not automatically exempted from contribution fees. The coverage rates
for contribution fee exemptions are much lower than tuition fee exemptions, but because of
the larger reference population, the overall incidence is much higher in the poorest quintile (7
percent for contribution fee exemptions versus 2.6 percent for tuition fee exemptions). Next,
the value of the fee exemption is increasing with per capita consumption expenditure. Hence,
the poverty orientation is again caused by the coverage rate, and reduced by the value of the
contribution fee exemption granted to the beneficiaries. Finally, also for contribution fee ex-
emptions we find that it constitutes a large share of total per capita consumption expenditure
for the poorer beneficiaries, and even for middle income beneficiaries (the third and fourth
quintiles). So, education fee exemptions are important subsidies both to the poorer house-
holds in Vietnam and to some middle income households.

The rural/urban split is again interesting as it shows a rural bias, reflecting the total valuesin
Table 3. This is caused both by higher reference population rates in the two poorest rura
quintiles compared to the two poorest urban quintiles and by (much) higher coverage rates.*

Moving to the directly poverty oriented contribution fee exemptions in the bottom part of Ta-
ble 10 we find that these fee exemptions take up 75 percent of the total value of contribution
fee exemptions. This explains why the distribution of all contribution fee exemptions is more
progressive than all tuition fee exemptions. It also explains the relatively minor differences
between the distributions of directly poverty oriented contribution fee exemptions and all
contribution fee exemptions. Yet, the coverage rates for the richest three quintiles decrease
sgnificantly (in relative terms), while the decrease in the coverage rates in the two poorest
quintilesis relatively small, reflecting the poverty orientation. An ‘oddity’ in the results isthe
large fee exemption granted to 0.2 percent of the richest urban quintile, but this result does
not qualitatively change the picture of fairly good targeting in the urban area, in which only
the poorest quintile has a coverage rate above one percent.

Overall, both tuition fee exemptions and contribution fee exemptions are progressive, and
fairly well targeted, given that the programs use both direct and categorical targeting. The di-
vision into poverty oriented fee exemptions and other fee exemptions shows that the poverty
related exemptions are mainly benefiting the poorer households in terms of coverage. The
main problem with the program is that the government cannot control the size of the subsidy,
and there is a clear tendency for richer householdsto pay higher education fees, thereby bene-
fiting from larger support when they are exempted from the fees. As already noted, one solu-
tion could be to replace the fee exemption system by a transfer system. This would make it
possible to have a maximum subsidy controlled by the government. An additional benefit
from an adminigtrative change is that it would increase the trangparency of the support pro-
gram as the subsidies would be on the budget as expenditures, rather than in the current sys-
tem in which the subsidies are revenues foregone.

2 Thereis a difference between these quintiles both in terms of consumption expenditure, as the poorest urban
househol ds are richer than the poorest rural households, and in terms of the number of children as poorer rural
househol ds, in general, have more children than poorer urban households.
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4.3. Thejoint incidence of social transfers and education fee exemptions

We end this section by looking at the joint incidence of socid transfers and education fee ex-
emptions. In the combined analysis we use the counterfactual welfare measure from the so-
cial transfer analysis. That is, the welfare distribution is based on actual per capita consump-
tion expenditure net of per capita transfers. Clearly, this will influence the incidence of edu-
cation fee exemptions, but the choice of counterfactua is consistent with assuming that both
of the marginal propensities to consume are equal to one.

As the sum of the transfers and education fee exemptions potentially targets all individualsin
the population we do not look at the reference population or the coverage rate. Instead, we
report the combination of the two, which is the incidence of the support. Moreover, we report
the estimated total number of people benefiting from the government support systems.

Table 11 presents the incidence of the joint support system, which is clearly progressive
when the subsidies are measured as shares of per capita consumption and in terms of actual
support the poorest quintile receives most followed by the richest quintile. About 44 percent
of the individuals in the poorest quintile are covered by some form of support and, on aver-
age, these beneficiaries receive 1.2 million VND, which is just around haf of the poverty line
in 2004. The incidence is 23 percent in the second quintile and faling slightly in the richer
quintiles. The decline in the incidences is, again, counteracted by increasing subsidies to the
beneficiaries from the second to the fifth quintile.

Table 11: Incidence of Social Transfersand Education Fee Exemptions

Quintiles
(Poorest) (Richest)
Q1 Q2 Q3 Q4 Q5 All
All Vietham
Average subsidy 54173 2426 244.83 21498 262.69 301.37
Incidence 4379 2319 19.06 16.47 15.03 2351
Average subsidy for recipients 1237.25 1046.33 1284.6 1305.3 1747.38 1282.03
Average share of expenditure 49071 3245 2947 2224 1524 3477
Beneficiary population size 6.969 3691 3.033 2.622 2393 18.708
Rural Vietnam
Average subsidy 5315 21642 186.41 180.67 145.02 252.05
Incidence 4523 2527 1858 16.24 1355 2378
Average subsidy for recipients 117511 856.33 1003 1112.6 1070.31 1059.97
Average share of expenditure 50.66 3258 2811 25.77 1525 35.86
Beneficiary population size 5353 2990 2198 1.920 1.602 14.062
Urban Vietnam
Average subsidy 813.64 444.37 312.19 279.79  369.09 44397
Incidence 39.92 2393 1786 15.77 16.08 22.72
Average subsidy for recipients 2037.94 1857.31 1748.1 1773.7 2295.06 1954.07
Average share of expenditure 50.05 30.17 2118 16.29 1341 3145
Beneficiary population size 1634 0981 0.730 0.643 0.658  4.647

Notes: The quintiles are based on actua per capita consumption expenditure less per capita social insurance and
per capitasocial protection transfers. All monetary values are given in 1.000 VND, January 2004 prices. Rates
and shares are given as percentages. The beneficiary population size is given in millions.

Source: Own cd cul ations based on the 2004 VHLSS.
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The estimates show that almost 24 percent of the whole population benefits from the joint
government support. When the share is converted to actual numbers it shows that aimost 19
million people are supported by either social transfers or education fee exemptions. Almost
40 percent of the people covered are in the poorest quintile and more than half (57 percent)
are in the bottom 40 percent of the per capita consumption distribution.

It is aso interesting to look at the distribution of beneficiaries across Rura and Urban Viet-
nam. Some 75 percent of the beneficiaries (14 million people) live in the rural areas, so the
joint system has a small rural bias in terms of population shares. Yet, in 2004, about 90 per-
cent of the poor live inthe rural area so in that sense one may say there is an urban bias in the
benefits. The split also shows that the average beneficiary in the urban area gets twice the
support of an average rural beneficiary. This reflects that social insurance benefits and educa-
tion fee exemptions are higher in the urban areas. However, when looking at the joint system
of direct household support from the government the alleged division of benefits into a mi-
nority group in the formal (urban) sector with generous support and a majority (rural) group
with insufficient support, is no longer evident. Once more, this does not imply that the target-
ing of government support cannot, and should not, be improved.

5. Social Transfersand Poverty 2002-2004

Up to this point the distinction between poor and non-poor individuals has only been made
implicitly by noting that the poorest quintile in the distribution of actual consumption ex-
penditure corresponds almost exactly to the individuals below the poverty line. In this section
we take a more direct goproach by looking at the impact of social transfers on changes in po-
verty from 2002 to 2004 using the official GSO poverty line to identify the poor.?* The way
we measure the impact of socia transfers on poverty is based on a suggestion in Ravallion,
van de Walle and Gautam (1995) which was applied to Vietnamese data by van de Walle
(2004ab). The idea is basically to compare actud poverty levels and transition matrices to
counterfactual poverty levels and transition matrices. In this section we only look at one
counterfactual by simulating the poverty situation in Vietnam in 2002 and 2004 without so-
cial transfers.

In the estimation of poverty transition matrices we use the panel data part of the 2002 and the
2004 VHLSS, which is the same data we used in the regressions in Section 3. To verify that
this sub-sample of the two surveys is representative for the Vietnamese population with re-
spect to the incidence of poverty we first compare the official poverty incidence estimates
with the estimates obtained when using the panel data and the 2002 VHLSS sampling
weights. This is done in Table 12 and, as seen, the differences between the official poverty
incidence estimates and the sub-sample estimates are, in general, reasonably small, and they
are statisticaly insignificant when considering the sampling variation in the panel sample.
Thus, we believe the following results are representative for the whole population.

% The GSO poverty lineis based on the cost of basic needs approach (2100 cal ories per person per day). In 2004
the poverty line was 2.077 million VND (January 2004 prices).
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Table 12: Poverty Incidencein Vietham

2002 2004
Officid Panel Officid Panel
estimates estimates esimates estimates
All Vietnam 28.9 295 (1.1) 19.5 20.5(0.9)
Rural Vietnam 35.6 34.9 (1.3) 25.0 24.3 (1.1)
Urban Vietnam 6.6 7.5 (1.7) 3.6 5.1(1.5)

Notes: The officid poverty incidence estimates are from GSO. The panel estimates are based on the 3935
househol ds that were interviewed in both household surveys. The estimates are weighed using the 2002 VHLSS
sample weights. Standard errors of the panel estimates, taking account of stratification and clustering, are given
in parentheses.

Source; GSO and own cal culations based on the 2002 and 2004 VHLSS.

Table 13: Poverty Transitions 2002 to 2004

Based on Based on
observed consumption consumption expenditure
expenditure less social transfers
in 2002 and 2004 in 2002 and 2004
2004 2004
2002 Poor Non-poor Tota Poor Non-poor Total
All Vietnam
Poor 16.5 13.0 295 254 13.9 39.3
Non-poor 4.0 66.5 70.5 5.7 55.0 60.7
Total 20.5 795  100.0 311 68.9 100.00
Rural Vietnam
Poor 19.6 15.3 349 28.7 15.6 443
Non-poor 4.8 60.4 65.2 6.1 49.6 55.7
Total 243 75.7 1000 34.8 65.2 100.00
Urban Vietnam
Poor 3.8 3.7 75 11.8 7.1 18.9
Non-poor 1.3 91.2 92.5 4.4 76.8 81.1
Total 5.1 949 100.0 16.2 83.9 100.00

Notes: The poverty headcount ratios are calculated using VHL SS 2002 sampling weights.
Source: Own cd cul ations based on 2002 and 2004 VHLSS.

Table 14: Test of Protection and Promotion

All Vietnam Rural Vietnam Urban Vietnam
Protection 17 13 3.1
(3.44) (2.59) (8.35)
Promotion -0.9 -0.3 -3.4
(1.14) (0.33) (6.65)

Notes: Protection isthe difference between the counterfactual and actual transitions non-poor-to-poor. Promo-
tion is the difference between the actua and the counterfactua transitions poor-to-non-poor. z-vaues are re-
ported in parentheses. The limiting distribution of the z-values is the standard normal.

Source: Own cd cul ations based on Table 13.
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In Table 13 we report poverty transition matrices for al of Vietham and for the two sup-
populations, Rural Vietnam and Urban Vietnam. The transition matrices on the left hand sde
are based on the observed per capita consumption expenditure while the transition matrices
on the right hand side are based on the counterfactual measure; per capita consumption ex-
penditure net of per capital social transfers.

In the absence of social transfers poverty would have been about 10-11 percentage points
higher both in 2002 and 2004. This is a tall number. In particular, for the urban area—where
actual poverty is fairly low—poverty would have been three times higher in 2004 without so-
cial transfers. Inthat sense, it seems fair to conclude that social transfers have had alarge im-
pact on poverty in Vietnam in 2002 and 2004. This is in stark contrast to the findings for
1993 and 1998 in van de Walle (2004b).

The above observations could have been made without the use of transition matrices. The
added information in the poverty transition matrices is that it is possible to analyze if the so-
cial transfers are protecting individuals from falling into poverty or promoting individuals to
escape poverty.

Ravallion, van de Walle and Gautam (1995) define protection from poverty as the difference
in the movement from non-poor to poor across the actual and the counterfactual welfare
measures. This movement is given as the share of the population that was non-poor in the ini-
tial year (2002) and poor in the end year (2004). In the base case (with social transfers) 4.0
percent of the population move from non-poor to poor; in the counterfactual case that shareis
5.7 percent. The difference in these shares is an estimate of the protection against poverty
caused by the social transfers. It simply implies that 1.7 percent of the population who are
non-poor both in 2002 and 2004 would instead have fallen into poverty between 2002 and
2004 in the absence of social transfers. The estimated protection and tests of significance of
the estimate are given in Table 14. As seen, social transfers have a significant protection ef-
fect. The protection effect is particularly large in the urban areas, in which we find a differ-
ence between the transition rates of 3.1 percentage points. This is a strong indication of the
protection provided by the social insurance system.

Promotion out of poverty is defined analogously to protection by comparing the movement
from poor to non-poor in the transition matrices. For promotion we find, in al three samples,
that the movement out of poverty is larger in the counterfactual simulation than the actual
case, resulting in negative promotion effects. So, fewer people are escaping poverty with so-
cial transfers than without transfers. The negative effect is, however, only significant for the
urban area. The negative promotion effect is explained by the fact that many non-poor people
benefit from social transfers in 2002. In the absence of social transfers they would have been
below the poverty line in 2002 and, because of the large overall decrease in poverty from
2002 to 2004, alarge fraction of these individuals would have escaped poverty on their own,
i.e., without socia transfer assistance.

Asthe social insurance and social protection programs are aimed at protection against pover-

ty, we conclude that the programs are reasonably successful. Obvioudly, this does not imply
that the programs could not have been better.
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6. Conclusion and policy implementations

This chapter has updated previous analyses of the incidence of social transfers at the house-
hold level using the household survey 2004 VHLSS. The main results of the analysis paint a
somewhat different picture of the distribution of social transfers than the studies based on the
1992/93 and 1997/98 household surveys. First of all, social transfers are not regressive in
2004. Second, the transfers had a sizeable impact on the level of poverty in both 2002 and
2004 and, furthermore, provided protection against falling into poverty in that period. The
most important reason for the new results is a change in the counterfactual welfare measure
used to estimate the distribution of social transfers across the welfare distribution.

In the analysis, we look at two types of transfers: social insurance and social protection, and
two types of education fee exemptions: tuition fee exemptions and school contribution fee
exemption. The latter are not a part of the social transfer system but we argue that education
fee exemptions are an important part of direct government support to the households and that,
in other fiscal systems, this kind of support would often be included in social transfers.

The social insurance system is shown to provide most support to the poorest and the richest
quintiles in the welfare distribution. As such, even though it is progressive (in the relative
Sense) it is not pro-poor. The reason is that the social insurance system in Vietnam is not in-
tended to be pro-poor. Starting from a government retirement system, it has evolved into a
standard socid insurance system providing protection for its members from age and disability
related stoppage or substantial reduction of earnings. Membership of the system has ex-
panded over the years to offer either mandatory or voluntary coverage for all formal sector
workers. The main problem with the system is a low coverage; even of formal sector work-
ers, combined with a very large funding directly from the state budget. Therefore, the gov-
ernment should do more to encourage private sector employees to participate in the system,
possibly by changing the benefit formula, and it should aso work towards ensuring fulfill-
ment of payment obligations from the insured members and their employers (public as well
as private). At the same time the government should gradually reduce the state budget financ-
ing of the system.

The social protection program has very limited resources that should probably be increased
somewhat in the future. The targeting of the socia protection transfers appears to be reasona-
bly pro-poor, but we are unwilling to make firm conclusions. The main problem is a difficul-
ty in identifying the beneficiaries because the social protection program covers four distinct
groups of supposed beneficiaries. Support for the extremely poor, poor people struck by natu-
ral disasters and people starving between harvests should clearly be targeted towards individ-
uals in the lowest quintile of the welfare distribution. But beneficiaries from ‘war compensa-
tion’ support need not be poor as the transfers to this group of people is based on historical
merits; not on a income or consumption based means testing. As we have no information
about the reason for the transfer in the 2004 VHLSS we cannot separate needs tested transfers
from war compensation. Since the identification problem is not only a problem in the house-
hold surveys but aso causes some difficulties in understanding the public expenditure on so-
cial protection we suggest that war compensation transfers are clearly identified in the state
budget (this should cause no problem as the transfers are from a special social guarantee
fund), and ideally completely separated from the socia protection transfers.

Education fee exemptions are also, in general, progressive, in particular the contribution fee

exemptions. Also for education fee exemptions there is a mix of reasons for granting the ex-
emption of which several are not poverty related. In the 2004 household survey we are able to
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identify poverty related education fee exemptions and the incidence analysis of this sub-set of
exemptions shows a clear poverty orientation. The main problem with the education fee ex-
emptions is that the monetary value of the exemptions is increasing with the welfare level.
This positive association can be explained by the fact that richer households have children in
more expensive schools compared to poorer households. If there is a positive relationship be-
tween price an quality, as found in Behrman and Knowles (1999), then parents of children in
more expensive schools should pay for their choice of higher school quality even when they
are granted education fee exemption. One solution could be to change the support system
from atax reduction to a transfer. This would allow the central government to regulate the
transfer amount and, thereby, get control of the actual support to the households. In addition,
this change would increase the transparency of the support system by putting the expenditure
on the state budget.
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Appendix 1. Regulation on social allowances

In this appendix we list the precise descriptions of the target beneficiaries and the transfer
amounts as they are given from the Government of Vietnam. The current regulations on so-
cial allowances are presented in Decree 07/2000/ND-CP of the Government. The regulations
on the alowances and subsidies to those contributed to Vietnam’s revolutions are stated in
Decree 210/2004/ND-CP of the Government.

From Decree 07/2000/ND-CP notices can be drawn as follows:

I. Regular social allowances

A - Targeted beneficiaries:

1. Orphan children aged less than 16 and children who cannot survive on their own.

2. Elderly people aged above 60 who live alone and old people who do not have relatives to
rely on and who cannot live on their own.

Severe invalids who do not have income or who cannot live on their own.

Mental patients who live done or in poor families that cannot afford the living costs.

E

B — Regulations on the transfer amount:

1. The minimum amount the beneficiaries are given by commune authority is VND 45,000
per person per month.

2. In State social institutions the minimum amount is VND 100,000/persorvmonth. For
children less than 18 months of age the minimum amount of VND 150,000/child/month.

I1. Irregular social allowances (once)

A - Targeted beneficiaries:

Those who fdl into difficult situations due to unexpected disasters or other unforeseen events
can be given social allowances. Concretely, those people include:

Households who have family member(s) that died or is missing.

Households whose houses are heavily damaged.

Households who lose production equipment and fall into hunger.

People who are heavily injured.

PR

35



5. People who live in hunger in the between-crop periods.
6. Homeless beggars who are planned to return home.

B — Transfer amount:
The amount of irregular social allowance is decided by the provincial Peoples Committee and
may vary.

Regulations on allowances and subsidies to those contributed to Vietnam revolutions
(Decree No. 210/2004/ND-CP)

Details about the benefit rates are presented in the appendices of the Decree as follows:

(APPENDIX 1)
Monthly rates of allowances for those who contributed to Vietnam revolutions

Measurement unit: VND thousand

No Targeted beneficiaries Regular allow- Minor alow-
ances ances
01 Peopletook part in the revolution before 1945
- Migrant 250 60/ 1 year old
- Non-migrant 540

- Family relatives of those (former soldiers) who took part in the revo-

lution before 1945 receive monthly allowances when the former sol-

diersdie. 292
- Those who are family rel atives of those (former soldiers) who took

part in the revolution before 1945 and live alone receive monthly al-

lowances when the former soldiersdie. 495

02 - Those who participated in the early periods of the Revolution August
1945. 292

03 Reativesof martyr
- Death allowances for relatives of one martyr 292
- Death allowances for relatives of more than one martyr 495
- Death allowances for relatives of a martyr who have no one to lean on 495

04 Vietnam Mother heroes 710

05 Military heroes, labor heroes during the war periods 250

06 - Invalid former soldiers and people who are treated as invalid former
soldiers
+ Those who lose more than 81% working capacity 150
+ Those that lose more than 81% working capacity and bear a heavy
wound 292
- Those who serve invalid soldiers, peopletreated asinvaid
+ Those who lose more than 81% working capacity 292
+ Those that lose more than 81% working capacity and bear a heavy 380
wound
- Relative of invalid soldiers, people treated as invalid soldiers receive
monthly allowance when the soldiers die 175
- Relatives of invalid soldiers, people treated as invalid soldiers who
live d one recei ve monthly allowances when the soldiers die 390

07 - Soldiers bear ajob accident
+ Those who lose more than 81% working capacity 150
+ Those who lose more than 81% working capacity and bear a heavy 292
wound.
- Those who servers soldiers sick due to ajob accident
+ Those who lose more than 81% working capacity 292
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No Targeted beneficiaries Regular allow- Minor alow-
ances ances
+ Those who lose more than 81% working capacity and bear a heavy
wound. 380
- Relatives of soldiers sick (lose more than 61% working capacity) due
to a job accident receive monthly allowances when the soldiers die 175
- Relatives of soldiers sick (lose more than 61% working capacity) due
to a job accident receive monthly when the soldiers die and they live
alone 390
08 - Soldier patients
+ Those who lose more than 81% working capacity 150
+ Those that lose more than 81% working capacity and bear a heavy 292
wound.
+ Those who lose 61% - 70% working capacity 489
+ Those who lose 71% - 80% working capacity 564
+ Those who lose 81% - 90% working capacity 677
+ Those who lose 91% - 100% working capacity 752
- Those who serve soldier patients
+ Those who lose more than 81% working capacity 292
+ Those who lose more than 81% working capacity and bear a heavy 380
wound.
- Relatives of sick soldiers receive monthly allowances when the sol- 175
diersdie
- Relatives of sick soldiers who live al one recei ve monthly adlowances
when the soldiers die 390
09 Soldierswho are sick due to thejob
+ Those who lose 41% - 50% working capacity 300
+ Those who lose 51% - 60% working capacity 376
10 - Those who assisted the Revolution before August 1945
+ Monthly allowances 292
+ Allowances for lonely people 495
- Those who assisted the revol utions during the war
+ Monthly allowances 175
+ Allowances for lonely people, solitaries 390
11 Monthly educational dlowances 292
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(APPENDIX 2)

Monthly allowances for invalid soldiers and people treated asinvalid soldiers

Measurement unit: VND thousand

No Working cgpadity loss- % Rates of alow- No Working cgpadity loss-%  Rates of allow-
ances ances
01 21% 197 11 61% 573
02 22% 207 42 62% 583
03 23% 216 43 63% 592
04 24% 226 44 64% 602
05 25% 235 45 65% 611
06 26% 244 46 66% 620
07 27% 254 a7 67% 630
08 28% 263 48 68% 639
09 29% 273 49 69% 649
10 30% 282 50 70% 658
11 31% 291 51 71% 667
12 32% 301 52 72% 677
13 33% 310 53 73% 686
14 34% 320 54 74% 696
15 35% 329 55 75% 705
16 36% 338 46 76% 714
17 37% 348 57 T1% 724
18 38% 357 58 78% 733
19 39% 367 59 79% 743
20 40% 376 60 80% 752
21 41% 385 61 81% 761
22 2% 395 62 82% 771
23 43% 404 63 83% 780
24 44% 414 64 84% 790
25 45% 423 65 85% 799
26 46% 432 66 86% 808
27 47% 442 67 87% 818
28 48% 451 68 88% 827
29 49% 461 69 89% 837
30 50% 470 70 90% 846
31 51% 479 71 91% 855
32 52% 489 72 92% 865
33 53% 498 73 93% 874
34 54% 508 74 94% 884
35 55% 517 75 95% 893
36 56% 526 76 96% 902
37 57% 536 77 97% 912
38 58% 545 78 98% 921
39 59% 555 79 99% 930
40 60% 564 80 100% 940
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(APPENDIX 3)

Monthly allowances for soldiers who are sick due to a job accident
Measurement unit: VND thousand

No  Wokingcepadtyloss-%  Rates of allow- No Working capacity loss- % Rates of al-
ances lowances
01 21% 158 411 61% 459
02 22% 165 42 62% 466
03 23% 173 43 63% 474
04 24% 180 14 64% 481
05 25% 188 45 65% 489
06 26% 195 46 66% 496
07 27% 203 47 67% 504
08 28% 210 48 68% 511
09 29% 218 49 69% 519
10 30% 225 50 70% 526
11 31% 233 51 71% 534
12 32% 240 52 72% 541
13 33% 248 53 73% 549
14 34% 255 54 74% 556
15 35% 263 55 75% 564
16 36% 271 46 76% 571
17 37% 278 57 7% 579
18 38% 286 58 78% 586
19 39% 293 59 79% 594
20 40% 301 60 80% 602
21 41% 308 61 81% 609
22 42% 316 62 82% 617
23 43% 323 63 83% 624
24 44% 331 64 84% 632
25 45% 338 65 85% 639
26 46% 346 66 86% 647
27 47% 353 67 87% 654
28 48% 361 68 88% 662
29 49% 368 69 89% 669
30 50% 376 70 90% 677
31 51% 383 71 91% 684
32 52% 391 72 92% 692
33 53% 398 73 93% 699
34 54% 406 74 94% 707
35 55% 414 75 95% 714
36 56% 421 76 96% 722
37 57% 429 77 97% 729
38 58% 436 78 98% 737
39 59% 444 79 99% 744
40 60% 451 80 100% 752
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Appendix 2. Summary statistics
Table Al: Summary Statisticsfor the Variablesin the Regressionsin Section 3.

Overall Overall Mean of . of Number of Mini- Maxi-
Mean Sandard non-zero non-zero  NON-zero mum mum
deviation observa- observa- observa-

Variable tions tions tions
Real household expenditure 3,320 10,177 3,320 10,177 3,935 -154,481 108,954
Socia insurance benefits 252 2,349 1,804 6,057 539 -50,529 50,443
Socia protection benefits 18 700 141 1,950 516 -13,996 7,817
Sum social insurance
and social protection 270 2,344 1,172 4771 912 -50,529 50,443
Tuition fee exemption 228 4,430 3,952 18.078 217 -70,307 107,537
Contribution fee exemption 126 2,644 1,454 8.892 362 -62,060 65,946
Sum of fee exemptions 354 5,691 3,052 16.483 470 -132,367 107,537
Household size -0.103 1.202 -0.254 1.883 1590 -10 7
Gender of household head 0.013 0.233 0.241 0.973 214 -1 1
Children 0-5 -0.032 0.541 -0.142 1.123 921 -3 3
Children 6-10 -0.086 0.593 -0.283 1.049 1214 -3 3
Primary-educated -0.020 1.118 -0.038 1534 2106 -7 6
Secondary-educated -0.018 0.978 -0.042 1.500 1668 -5 5
High-school -educated -0.004 0.654 -0.017 1.324 924 -4 5
Vocationally educated 0.082 0.418 0.788 1.059 410 -2 4
Professionally educated 0.031 0.382 0.318 1.185 379 -4 2
University-educated 0.020 0.323 0.290 1.191 260 -3 3
Females above age 55 0.022 0.322 0.231 1.025 366 -2 2
Mal es above age 60 0.010 0.249 0.164 0.989 243 -1 1

Notes: All variables are measured as changes from 2002 to 2004. Monetary values are measured in 1,000 VND,
January 2004 prices. The means and standard deviations are weighted using the sample inflation factors from
2002 VHLSS.
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