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Poverty Reduction in Vietnam

Achievements

Vietnam is located in the tropical, monsoonal Southeast Asia. The mean annual rainfall ranges
from 1,700 in the northern part to 2,000 mm in the southern part and the temperature ranges
from 13 to 35 °C, which are favorable conditions for agricultural production, especially rice
cultivation. Vietnam’s territory measures 333,000 km? and holds a population of approximately
77 million people. The country is officially divided into seven socioeconomic zones: The Red
river delta, Northern Mountain and midlands, North-central coast, South-central coast, Central
highland, Southeast and Mekong river delta '

Heavily affected by several wars and constrained by a central planning policy, Vietnam
had a very poor economic performance during the late 1970s and early 1980s. With a reduction
of support from former socialist countries after country reunification in 1975, Vietnam soon
faced food shortages. During the 1980s, 70 percent of the Vietnamese population lived in poverty.
Surprisingly, the following decade witnessed a dramatic reduction of 50 percent in poverty.
From 1993 to 1998, the poverty rate was reduced from 58 percent to 37 percent as measured by
the overall poverty line, and from 25 percent to 15 percent as measured by a food poverty line
(table 1).

Table 1. Poverty head-count index in Vietnam, in urban and rural areas (%).

Year All Vietnam Urban Rural
Food poverty

- 1993 © 249 7.9 29.1

1998 15.0 2.3 18.3
Overall poverty

1993 58.1 25.1 66.4

1998 37.4 9.0 44.9

'Deputy Director, Center for Irrigation and Water Supply Research, Vietnam Institute for Water
Resources Research, Hanoi.

*Deputy Director, Center for Micro Finance, National Economic University, Hanoi.

*Director General, Social Protection Department, Ministry of Labor, Invalids and Social Affairs, Hanoi.

209



210

The reasons for this dramatic success in poverty reduction have been highlighted as
rapid economic growth and the positive impact of economic growth on poverty reduction, the
main source of which has been agricultural liberalization and diversification (Poverty Working
Group 1999). Since the introduction of doi moi (Reforms) in 1986 and with land reallocation to
farm households, agricultural output and productivity have risen dramatically, increasing
agricultural incomes by 61 percent contributing significantly to the rapid growth of the national
economy at 8.4 percent. '

Hunger Eradication and Poverty Reduction Program in Vietnam

In addition to the rapid economic growth and its high impact on poverty reduction, the success
in poverty reduction has also contributed to a fundamental principle of the Government of
Vietnam for development that promotes economic growth with equity. To assist those left
behind by economic growth, brought about by the economic reforms, public safety nets and
targeted programs have been implemented. In 1998, the Hunger Eradication and Poverty
Reduction (HEPR) program was established. This program integrated current local initiative
pro-poor programs. HEPR involves many stakeholders in its implementation. The organizational
structure is illustrated according to administrative divisions from the central government down
as well as by the function of the entities involved (figure 1).

The HEPR framework embraces nine components and aims to eradicate hunger and
reduce the incidence of poverty to 10 percent by 2000. The nine program components are:

. Resettlement and new economic zones (implemented by the Ministry of Agriculture
and Rural Development [MARD])

. Infrastructure development in poor communes and resettlement (CEMMA)

. Promotion of agriculture and off-farm production (MARD)

. Extension services for agriculture, forestfy and fisheries (MARD) and income
generation (MOLISA)

. Training for HEPR staff (MOLISA and CEMMA)

. Assistance to ethnic minorities facing extreme difficulties (CEMMA)
. Credit and savings for the poor (SBV)

. Education for the poor (Ministry of Education)

. Health for the poor (Ministry of Health)

The total investment for the HEPR program during the period 1992 to 1997 was VND
10,927 billion. The HEPR funding has been integrated with other socioeconomic development
programs, such as the family planning program, anti-illiteracy program, primary-school
universalization program and the clean water program (Nguyen Thi Hien 2001). The HEPR
provides a framework to address some of the most pressing needs of poor households. It
creates opportunities for employment, access to credit, long-term land use, clean water, etc.,



Figure 1. Structure of the national target program for HEPR,
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for the poor. This integration of HEPR with other programs has served to further increase the
positive effects of the HEPR on the poor.

Issues of Future Poverty Reduction

Although Vietnam has made considerable progress in reducing poverty over the last 5 years,
poverty remains widespread and the poverty rate is still high. For the year 2000, the poverty
rate was estimated at 30.5 percent by the overall poverty line and at 10 percent by the food
poverty line (table 2). The poverty reduction rate in the future might not be as high as in the
past due to several factors. First, the achievements in poverty reduction brought about by a
high economic growth rate and the high impact of this growth on poverty during 1993-1998
are now under threat. In the future, the previous relationship between the level of growth and
the impact on poverty might not hold, as Vietnam might not be able to replicate the land-
based, agricultural diversification success story of the last 5-year period, which is now having
its constraints. Finally, the HEPR has been evaluated as having a narrow scope, focusing
~ mainly on the provision of subsidized credit and exemptions from health costs and school
fees. Thus, the efficiency and impact of HEPR are limited and considered not as efficient as
expected.

Table 2. Poverty rate in Vietnam 1996-2000.

Region ' Rate of Poor Household (%)
) Food poverty Income poverty
1998 1999 2000 1993 1998 1999 2000

Northern upland 224 15.5 '13.5 79.0 59.0 55.5 52.1
Red river delta 8.4 6.5 53 63.0 29.0 24.1 20.1
North-central 246 20.2 - 16.1 75.0 48.0 43.5 39.5
Central coast 17.8 15.9 11.2 50.0 35.0 324 30.0
Central highland 257 15.7 13.1 70.0 52.0 48.8 . 458
South east 4.8 4.1 3.5 33.0 8.0 5.4 3.6
Mekong delta 154 13.7 11.1 . 47, 37.0 35.2 33.5
Whole country 15.7 13.0 10.0 58.0 37.0 35.5 30.5

Source: MOLISA 2001.
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Can Irrigation Help?

How Irrigation Helps Poverty Reduction in Vietnam

In Vietnam, 90 percent of the poor live in rural areas and 80 percent of them are farmers. Since
most of the poor are farmers, what happeris to agriculture will have a significant effect on the
lives of the poor. Rural poverty is associated with monoculture practice and low yields due to
a lack of water resources or water-control infrastructures. A survey by MOLISA, in 2000,
showed that a lack of safe water supply and irrigation is the most significant issues related to
the poor and that infrastructure development focusing on irrigation, schools and clinics will
improve the status of the poor. '

As a rice-based country, land and irrigation are two of the most important factors affecting
farm production in rural Vietnam. Cropping intensity on irrigated land is 5.4 times higher than
in the rain-fed areas. Many studies have indicated strong correlations between the status of
farm size, farm irrigated area and farmer welfare across the country. Generally, the better-off
the expenditure group the larger is its landholdings and irrigated land area (World Bank 1995).

Irrigation is an important component of increased agricultural productivity. As has been
affirmed by Vietnamese farmers, “the first is water, the second manure, the third industriousness
and the fourth variety.” Statistics and research have shown that, together with other factors,
water contributes 16 to 35 percent to rice productivity and 18 percent to maize yields. In the -
Mekong river delta, irrigation development, since the unification of the country, has increased
yields from 4.5 tons/ha in 1975 to 9.5 tons/ha in 1990 and then to 10 to 12 tons/ha in 1999,

Irrigation can raise farm income by increasing the cultivable land area, enhancing crop
choice, increasing cropping intensity, allowing the use of HY Vs and improving conditions for
land grouping to boost labor productivity. Irrigation also brings many spillover effects through
increased and more evenly distributed farm labor opportunities and improved wage rates,
reduced emigration, improved security against impoverishment, lower food prices, better
nutrition throughout the year, growth in nonfarm employment, greater urban-rural contact and
new social networks, and more water for nonagriculture uses (figure 2).

Five underlying causes of poverty in Vietnam were identified by UNDP as a) isolation
(lack of access to markets, production and sociocultural services), b) high risk (the changes of
market, crop failure, natural calamities), c) lack of access to available resources (land and credit),
d) unsustainability (household economy, economic and natural environments, etc.), and e) weak
participation (in planning and decision-making process). Poverty reduction efforts in Vietnam
have thus focused on the reduction and elimination of these causes.
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The irrigation components and causes of poverty displayed in the above table show
several different ways that irrigation can help the poor to overcome poverty. Irrigation can
have a direct impact on some of the causes and indirect impact on others. Changes in the
different irrigation policy factors will have different indirect impacts on the water resources
variables that will, in turn, directly or indirectly impact the poor situation. For example, as far
as the poor have less access to irrigation water, compared to the better off, increasing water
access for the poor will help to definitely increase their production. The equity in water allocation
will thus increase the income-generating capacity ot the poor by improving land quality,
reducing risks by ensuring good harvests, and allowing crop diversification, which can cope
with market fluctuations. Changes in the structure of irrigation management organizations
with a PIM orientation will increase farmer participation in the decision-making process, which
will improve the management of the irrigation system.

Integrating Irrigation into HERP

The Government of Vietnam has realized the importance of irrigation in economic growth and
the state budget for investment in irrigation development has received high priority. For
example, during the period 1996-2000, 14.1 trillion VND was invested in irrigation development.
As a result, in 2000, the irrigated area rose by 3.3 million hectares, the drainage area rose to 1.4
million hectares, salinity prevention rose to 700,000 hectares, and water supply for industrial
and domestic use rose to 5 billion cubic meters (m?) of water. The annual irrigated rice area is
6.870 million hectares. The area of irrigated upland and industrial crops amounted to 808,000
hectares. :

Irrigation has also been added as a tool into the HEPR program. During the period 1999
to 2000, approximately 600 billion VND were invested in irrigation in poor regions. Irrigation
activities alone have built 240 hydraulic structures. These irrigation projects have successfully
developed 14,670 hectares in the wild for developing agricultural production, to ensure the
stability of 368,000 hectares of summer crop and 88,000 hectares of winter crop. The efforts
have also helped solve the problem of domestic water shortages of more than 1 million people.
Moreover, the efforts have helped build 390 small- and medium-sized hydropower stations to
supply 32,200 kW of electricity to the mountainous areas where the national power grid has
not yet been extended (Nguyen The Ba 2001). '

Except for approximately 10 percent of the total annual funding allocated directly to poor
regions in the HEPR program, the emphasis for irrigation development has been on technical
and production aspects. In irrigation development projects, the emphasis is placed mainly on
the capacity of the headworks, conveyance canals and area to be irrigated. Policies and
institutions are mentioned less often while the poverty dimension is almost missing entirely.
Thus, despite heavy investment in the irrigation sector, the total irrigated land of 3 million
hectares represents less than 70 percent of the total designed capacity of the irrigation systems.
Many irrigation schemes need rehabilitation after only a few years of use. On average,
hydraulic works are used at only 50 to 60 percent of the designed potential. Many small works
utilize only 25 to 30 percent of the designed potential. In some places, the hydraulic works
have been destroyed (Nguyen Xuan Tiep 2001). Yields and cropping intensity are low and
crop diversification is constrained because of inadequate irrigation and drainage in the
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peripheral areas of irrigation systems in even the most heavily irrigation-invested regions. There
1s great potential for increasing the irrigation performance of existing irrigation systems and
thus the well-being of the rural poor by identifying and adopting appropriate political, economic,
financial, institutional, governance and technical interventions in the irrigation sector.

Poverty reduction through interventions in the irrigation sector is a crucial part of the
overall national poverty reduction program. Irrigation interventions should be carried out in
such a way that the national poverty reduction program is most effective. Despite the fact
that Vietnam has considerably reduced poverty during the last decade and the knowledge
that irrigation plays a very important role in economic growth and poverty reduction, there is
currently no poverty reduction program for the irrigation sector. Additionally, it is widely
believed that irrigation has not been well incorporated in the HERP program. In the near future,
as the fight against poverty in Vietnam becomes more complicated, the great potential for
poverty reduction through irrigation interventions needs to be better recognized and
_ incorporated into the HEPR program.



218

Literature Cited

ADB (Asian Development Bank). 1999. Reducing poverty: Major findings and implications, A report
based on consultations in selected developing member countries of the Asian Development Bank.

Bob Baulch. 2000. A provincial poverty mapping for Vietnam: Some preliminary results.

G. B. Hainsworth, ed. 1999. Localized poverty reduction in Vietnam: Improving the enabling environment
for livelihood enhancement in rural areas. Canada: Center for Southeast Asia Research, University of
British Columbia.

M. Svendsen. 1995. Agricultural water control institutions. In World Bank. 1996. Witer Resources Sector -
Review. Selected Working Papers. A Joint Report by the World Bank, Asian Development Bank, FAO,
UNDP, and the NGO Water Resources Group in Cooperation with the Institute of Water Resources
Planning, Vietnam.

Ministry of Labor, Invalids and Social Affairs. 2000. National Program on Hunger Eradication and Poverty
Alleviation, Period 2001-2005, 3% Draft.

MOLISA. 2001. Paper presented at the National Workshop on Poverty, Hanoi.

Nguyen The Ba. 2001. Some Problems on Sustainable Irrigation Development in Contribution to Hunger
Eradication and Poverty Reduction during 2001-2005, Presented in the first national workshop named
“IWMI study on pro-poor intervention strategy in irrigated agriculture in Asia, Hanoi, Vietnam, 14
June.”

Nguyen The Dzung; and Nguyen Xuan Nguyen. 1999. Capacity assessment for Vietnam’s national target
program for hunger eradication and poverty reduction. In VIE/97/017- Strengthening capacity to support
. the national target program for hunger eradication and poverty reduction. Hanoi.

Nguyen Thi Hien. 2001. Developing Sustainable Irrigation to Promote Agricultural Development and
Improve Rural Community Quality’s Life. Paper presented in the first national workshop named “IWMI
study on pro-poor intervention strategy in irrigated agriculture in Asia: Hanoi, Vietnam, 14 June.”

Nguyen Xuan Tiep. 2001. Irrigation development in assistance to hunger eradication and poverty reduction
in rural areas. Paper presented in the first national workshop named “IWMI study on pro-poor intervention
strategy in irrigated agriculture in Asia: Hanoi, Vietnam, 14 June.”

Poverty Working Group. 1999. Vietnam attacking poverty. Vietnam development report 2000. Vietnam:
The World Bank.

Robert Chambers. 1988. Managing canal irrigation. Cambridge University Press.

World Bank. 1999b. Voices of the poor in Vietnam: A synthesis report of the four participatory poverty
assessments. Hanoi.

World Bank. 1995. Vietnam poverty assessment and strategy. The World Bank. Country Operations Divisien,
Country Department I, East Asia and Pacific Region.

World Bank. 1996. Water resources sector review. Main report, A Joint Report by the World Bank, Asian
Development Bank, FAO, UNDP, and the NGO Water Resources Group in Cooperation with the Institute
of Water Resources Planning, Vietnam.





