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Research background and objectives

Since early 2003, the government has launched 
Vietnam Bank for Social Policies (VBSP) to provide 
micro-credit at low interest rate for the poor without 
collateral.
Large money has been spent in the program.
However, questions on targeting and impact of the 
program remain unanswered.  
The main objective of the study is to assess the 
program’s targeting and impact on household welfare, 
poverty and inequality.



Data sources

Vietnam Household Living Standard Survey (VHLSS) 
in 2002 and 2004 collected detailed information on 
commune and household characteristics. 
The 2002 and 2004 VHLSSs cover 30000 and 9000 
households, respectively. These surveys set up panel 
data of 4000 households, which are representative for 
urban and rural areas.
The paper focuses on rural population, since (i) the 
2004 VHLSS did not collect information on commune 
variables in urban areas, (ii) Poverty in Vietnam is 
mostly a rural phenomenon, with 95 percent of all 
poor living in rural areas.



Steps in borrowing from VBSP

Firstly, a household should join a credit group. 
Once being a group member, the household sends 
application letter for borrowing to the credit group.
The credit group verifies the list of applicants, and 
sends it to the People’s Committee in that commune.
The People’s Committee approves the list, and sends it 
to the nearest branch of the VBSP bank.
If the bank accepts the list, the household will receive 
the loan. 



Poverty targeting of the program
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Poverty targeting of the program

Distribution of borrowing households (%)
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Poverty targeting of the program
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Poverty targeting of the program

Poor targeting since:
Credit group and People’s Committee are reluctant to 
include very poor households in the borrowing list. 
Very poor households might have low repayment 
capacity.
The poor often have low education degrees, limited 
production skills and market information. Without 
capacity of business and production, the poor might be 
less active in applying for loan.



Methods of impact evaluation

Parameters of interest:
Average treatment effect on the treated (ATT):

where:
Y1 is potential outcome in the presence of the program.
Y0 is potential outcome in the absence of the program.
D is program participation, D = 1 for participants, 0 
otherwise. 

( )1|01 =−= DYYEATT



Methods of impact evaluation

Parameters of interest:
When the program provides continuous treatment for 
recipients, we can define the Average Partial Effect on 
the Treated:

where:
Dc is the continuous program variable, i.e., size of loan 
that a household obtains. 

is a function of treatment effect on the treated.  
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Methods of impact evaluation

Semi-log function of outcome:

where:
Y is outcome variable.
D is program variable which can be binary or 
continuous.
X are conditioning variables.
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Methods of impact evaluation

When D is binary, the estimator of ATT: 

When D is continuous, the estimator of APET:

where np is the number of participants.
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Methods of impact evaluation

Impact of the program on poverty of the participants is 
measured by the difference in poverty indexes in the 
presence and absence of the program:

Pα are FGT poverty indexes including poverty rate, 
poverty gap and severity indexes. 

Similarly, we can measure program impact on inequality of 
rural population:

I are inequality indexes including Gini, Theil T and Theil L.
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Methods of impact evaluation

The main problem in estimating the model is the 
endogeneity of program participation. Borrowing can 
be correlated with unobserved characteristics of 
households, such as motivation for higher income or 
abilities in business. 
The fixed-effect regression is used to solve the 
problem. The method assumes that the unobserved 
variables which were correlated with program were 
time-invariant during the period 2002-2004.



Program impact: ATT

* significant at 10%; ** significant at 5%; *** significant at 1%.
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Program impact: APET

* significant at 10%; ** significant at 5%; *** significant at 1%.
Source: Estimation from the panel data VHLSS 2002-2004



Program impact: poverty and inequality

* significant at 10%; ** significant at 5%; *** significant at 1%.



Conclusion
Although the program was pro-poor, it did not reach 
the poor well:

It covered only 12% of the poor households.
Among the participants, the non-poor accounted for 
67%.

Positive impact of the program is found on households’
expenditure and income per capita.
The program also reduced the poverty incidence of the 
participants by around 4 percentage points. It also 
helped decrease poverty gap and severity indexes by 
around 18 percent. 
The program also had positive impact on inequality 
reduction, albeit at a very small magnitude.  



Thank you very much!


