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ABSTRACT 

 

Microfinance is recognised as one of the effective tools to alleviate poverty. Recent 

studies used the Vietnam Household Living Standard Survey (VHLSS) panel data 

showing a significant impact of microfinance on household outcomes and poverty 

reduction (Lensink & Pham, 2012; V. C. Nguyen, 2008; Phan, Gan, Nartea, & Cohen, 

2013). However, none of those studies examined the impact of microfinance on poverty 

reduction using a pseudo-panel data approach. Also, none of them estimated whether 

participation in microfinance in previous periods had any impact on household 

outcomes and poverty status in the current period. 

The current study contributes to the literature in several ways. Firstly, a longest time 

frame pseudo-panel data set is constructed from the VHLSS 1992-2010, and the most 

comprehensive and genuine panel data set is created from the VHLSS 2002-2008. 

Secondly, the international poverty line and the Organisation of Economic Cooperation 

and Development (OECD) equivalence scale are used to measure household income and 

consumption. This measure makes the results of the current study easier to compare 

with international literature. Finally, the dynamic relationship between access to 

microfinance and household outcomes is examined. 

Results of the pseudo-panel data analysis show that access to microfinance is positively 

and significantly associated with per adult-equivalent income and consumption. Loan 

volume significantly increases per adult-equivalent income and consumption for both 

non-microfinance and microfinance households, but it only helps reduce the poverty of 

microfinance clients. Most of other exogenous parameters on income, consumption or 
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poverty reduction show a positive impact. For example, household head gender helps 

increase per adult-equivalent consumption significantly. Households with a mature head 

generate greater income, consume more and face a lower probability of being poor than 

households with a younger head. Similarly, households with a head who spends more 

years in school have higher income and consumption, and are less likely to be poor. 

Income and consumption of households with a Vietnamese or Chinese head are greater 

than those of other households. Households that reside in urban areas have higher 

income and consumption than rural dwellers. The impact of household size on income 

and consumption, and poverty status is not certain. Specifically, larger households have 

higher consumption, generate higher income, but face a higher probability of being poor 

than smaller households. The increasing magnitude of year dummies also suggests that 

the living standards (represented by real income and consumption) improved during the 

study period. 

Results of the dynamic analysis show that participation in microfinance in the previous 

period does not have a significant impact on household outcomes and poverty status. 

However, loans obtained in the previous period help reduce poverty significantly. For 

example, a one per cent increase in loan volume in the previous period is associated 

with a reduction of 0.3 percentage points in the probability of households being poor in 

the current period. Among households, non-borrowers have a significantly better 

livelihood than borrowers. However, consumption of borrowers and non-borrowers is 

not statistically different. Surprisingly, household head gender has neither a significant 

impact on income and consumption nor on the household poverty status. Households 

headed by Vietnamese or Chinese persons are more prosperous, as expected. In 

particular, households with a Vietnamese or Chinese head have per adult-equivalent 
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consumption and income higher and their probability of being poor is lower than other 

households. Households that are led by an older person have a higher consumption 

level, higher income and lower probability of being poor than those led by a younger 

head. Urban residents with higher living standards and more job opportunities are doing 

better than their counterparts in rural areas. Specifically, they have a higher 

consumption level and income and a lower probability of being poor than rural 

residents. Larger households have a higher consumption level, generated more income, 

but also face a higher probability of being poor than small size households. A household 

headed by a person who spent more years in school has a higher consumption level, 

higher income and is less likely to be poor than one led by a person who spent fewer 

years in school. The time trend variable (survey wave) confirms that from 2002 to 2008, 

household consumption improved, household income increased and household poverty 

reduced significantly. 

The current study proposes a number of policy recommendations to help the poor 

reduce and eliminate poverty sustainably; Vietnamese authorities would seek to 

coordinate the provision of microfinance with other factors such as job creation, 

infrastructure development and agricultural extension or training business skills. Also, 

MFIs (microfinance institutions) would need to provide non-financial services such as 

training and insurance to the poor. In addition, MFIs would need to split loans into two 

types. One with larger volumes and longer terms is for those who have just escaped 

from poverty, but are still vulnerable and cannot obtain commercial loans from banks. 

The other type of loans with smaller volumes and shorter terms is for poor clients to 

smooth out consumption or invest in small-scale businesses. 
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CHAPTER 1. INTRODUCTION 

 

1.1. Motivation 

Microfinance is the provision of a broad range of financial services such as deposits, 

loans, payment services, money transfers and insurance to poor and low-income 

households and their microenterprises (Roodman, 2010). It has been recognised as a 

potentially effective tool to fight against poverty. The spread of microfinance appears to 

coincide with a sharp decrease in the poverty rate across countries. For example, the 

global poverty headcount ratio of $1.25 a day (PPP1) (per cent of population) dropped 

sharply, from 26.1 per cent in 2002 to 14.5 per cent in 2011 (The World Bank, 2015b) 

and the number of registered MFIs grew from 2,186 in early 2002 (Daley-Harris, 2002) 

to 3,589 in 2009 (Reed, 2011). Vietnam is not an exception; the poverty headcount ratio 

of $1.25 PPP Per Person Per Day (per cent of population) decreased sharply from 40.07 

per cent in 2002 to 2.44 per cent in 2012 (The World Bank, 2015a) while the number of 

registered MFIs increased from 2 to 36 in the same period (Mix Market, 2015). Three 

important questions that need to be considered are whether the increase of MFIs 

contributes to poverty reduction or is simply a coincidence; if it is not a coincidence, 

what is the extent to which microfinance contributes to poverty reduction; and whether 

the poor can rely on microfinance to escape from poverty sustainably. 

Several studies on the impact of microfinance in both Vietnamese and global contexts 

showed mixed results. For example, Pitt and Khandker (1998) – the most widely cited 

study in the microfinance literature found that access to microfinance led to significant 

improvement in income and consumption of clients in Bangladesh. However, Coleman 

(2006) observed that access to microfinance had no significant impact on the 

improvement of livelihood of poor clients in Northeast Thailand. Similarly, in Vietnam, 

Nghiem, Coelli, and Rao (2012) used data from a quasi-experiment and indicated that 

the impact of microfinance provided by non-governmental organisations (NGO) on 

                                                 
1 Purchasing Power Parity 
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household income and consumption was not significant. However, V. C. Nguyen (2008) 

and Lensink and Pham (2012) used data from the VHLSS and showed that the impact of 

microfinance on household welfare, household self-employment profits and poverty 

reduction was significant. It can be seen that no previous studies examined the effect of 

the access to microfinance in previous periods to household outcomes in the current 

period. 

A comprehensive investigation using dynamic settings and sensitivity analyses is 

necessary to capture a full picture of the impact of microfinance on poverty reduction. 

This approach would analyse the impact of microfinance in both the short and long 

term. 

1.2. Research Justification 

Although several studies on the impact of microfinance on household welfare and 

poverty reduction in Vietnam have been conducted, there is a paucity of knowledge on 

the impact. In particular, previous studies focused only on examining the impact of 

microfinance loans provided by a number of MFIs such as the Vietnam Bank for Social 

Policies (VBSP) or NGOs operating in particular areas of Vietnam. Therefore, their 

results may not adequately reflect the impact of the entire microfinance industry in the 

nation. 

Also, the definition of microfinance participation used in a number of studies is open to 

debate. In particular, the VBSP provided not only micro loans to the poor for poverty 

reduction purposes, but also larger loans to non-poor clients for other purposes. 

Therefore, the assumption that all loans provided by the VBSP were micro loans for 

poverty reduction purposes cannot be justified. Consequently, the results of such studies 

may not reflect the real impact (Lensink & Pham, 2012; V. C. Nguyen, 2008; Phan et 

al., 2013). 
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The most common data source used in previous studies was the Vietnam Household 

Living Standard Surveys2 (VHLSS). However, these studies were only able to construct 

panel data sets from two waves of the VHLSS. Panel data sets with a longer time frame 

will shed more light on the impact of microfinance on household outcomes. 

The most widespread measures of the impact of microfinance on household outcomes 

were per capita income and consumption. These measures may ignore the differences in 

the ability of adults and children to generate income or consumption. Also, a few recent 

studies attempted to use the national poverty line or a number of specific measures of 

poverty. However, these measures are difficult to benchmark against other countries. 

1.3. Research Objectives 

The main objective of the current study is to examine the extent to which access to 

microfinance contributes to poverty reduction in Vietnam. In particular, the current 

study examines whether the access to microfinance in previous periods improves the 

living standards of microfinance clients in the current period. The living standards are 

measured by per adult-equivalent consumption and income. Also, various tests are 

conducted to explore the robustness of the results. 

The current study also identifies whether the improvement in living standards is 

sufficient to lift microfinance clients out of poverty, measured by the international 

poverty line of $1.25 PPP per person per day. 

Finally, the current study aims to provide recommendations for managerial and policy 

making purposes, which are based on results of the empirical studies. 

                                                 
2 Vietnam Household Living Standard Survey is a national series of general-purpose surveys 

conducted by the General Statistics Office of Vietnam (GSO) with support from the World 

Bank. This is a very rich source of information on living standards of household. Since 1992, 

there have been eight waves of surveys: 1992-1993, 1997-1998, 2002, 2004, 2006, 2008, 2010 

and 2012. 
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1.4. Main Contributions 

The current study contributes to the literature in several ways. Firstly, it undertakes a 

comprehensive examination of microfinance effects using a pseudo-panel data set, 

constructed from the VHLSS 1992-2010, and a genuine panel data set, constructed from 

the VHLSS 2002-2008. By analysing both data sets and conducting various sensitivity 

tests, the breadth and depth of evidence on microfinance effects could possibly be 

increased. 

Secondly, it attempts to define microfinance participation in a way that is different from 

those of previous studies. Specifically, it first uses a threshold of VND3 four million to 

split loans into two types; one is greater than the threshold (large loans), and the other is 

equal to or less than the threshold (small loans). Next, it assigns any small loan that is 

obtained from concessional sources (the VBSP or the Poverty Alleviation Programs – 

PAPs) as microfinance loans (micro loans). Households with a micro loan are assumed 

to be microfinance member households (microfinance clients). 

Thirdly, it applies per adult-equivalent income and consumption, which is converted 

from the OECD scale, as measures of household outcomes. These measures consider 

the differences between adults and children in consumption and their ability to generate 

income. It also uses the international poverty line of $41.25 to examine the impact of 

microfinance on poverty reduction in Vietnam. The international poverty line enables 

the results of the current research to be compatible globally. 

Finally, it employs both static specification (represented by a fixed-effects estimator – 

FE estimator) and dynamic specification (represented by a generalised method of 

moments – GMM estimator). Specifically, the FE estimator is used to examine the 

impact of microfinance participation in the current period on household outcomes in the 

same period. In contrast, the GMM estimator is used to analyse the impact of 

                                                 
3 Vietnam Dong (Vietnamese currency). In June 2015, one US dollar ($) was equal to VND 

21,762 
4 The symbol refers to the US Dollar 
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microfinance participation in the previous period on household outcomes in the current 

period. In addition, the long-term impact is examined through this specification. 

1.5. Thesis Structure 

This thesis consists of seven chapters of which three are empirical analyses. The 

structure of the thesis and contents of each chapter are described briefly as follows. 

 

Figure 1.1. Thesis Structure 

 

Chapter 1: This chapter briefly addresses research motivation and raises research 

questions. It also points out a paucity of knowledge in the literature on microfinance 

impact assessment and proposes methods to address this issue. 

Chapter 1
Introduction

Chapter 2
Literature Review

Chapter 3
Methodology 

Overview and Data

Chapter 4
Patterns and 

Trends Analysis

Chapter 5
A Pseudo-Panel 
Data Analysis

Chapter 6
A Genuine Panel 

Data Analysis

Chapter 7
Conclusion
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Chapter 2: This chapter provides background on microfinance and poverty reduction. 

More importantly, it reviews previous studies on the impact of microfinance on poverty 

reduction. This chapter consists of three sections. The first section provides an overview 

of microfinance and poverty. In particular, the first subsection reviews definitions of 

microfinance, micro credit and the mechanism of microfinance lending. This subsection 

also briefly reviews the development of microfinance in the global context. In addition, 

it addresses the distinguishing characteristics of microfinance. It also describes the 

development of the microfinance industry in Vietnam. The second subsection reviews 

definitions of poverty and the international poverty line. It also provides an update of 

achievements in poverty reduction in Vietnam. The third subsection addresses the roles 

of microfinance in poverty reduction. The second section contains two subsections. The 

first subsection reviews the conceptual framework of measurements of microfinance 

impact. The second subsection reviews previous studies on the impact of microfinance. 

In particular, it examines, in both Vietnamese and global contexts, what impacts of 

microfinance have been analysed, what methods have been applied and the shortfall of 

knowledge. The last section of this chapter draws conclusions. 

Chapter 3: This chapter briefly presents the methodologies used in the current research; 

it also describes the data sources and statistics used. In particular, the first section 

briefly presents the pseudo-panel approach, which will be used in Chapter 4. It also 

depicts the FE approach, which will be used in both Chapter 5 and Chapter 6, such as 

why it can be used to mitigate endogeneity issues. This section also provides details of 

the GMM approach, which will be used in Chapter 6, such as why it is necessary in the 

context of the current research and how it will be used to examine the dynamic 

relationship between the access to microfinance and household outcomes. The second 

section of this chapter is a description of both primary data and secondary data. In 

particular, the first subsection of the first section describes the contents of in-depth 

interviews and surveys, with full questionnaires in the appendices. It also briefly 

presents preliminary results of the interviews and surveys. The second subsection 

presents an overview of the secondary data source. It also describes in detail the survey 

scope of each wave of the surveys, changes of survey scope among waves and data 

extraction from the secondary data for the current study. The variable selection is also 
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presented in this subsection. In particular, it considers the advantages and disadvantages 

of dependent and independent variables and introduces measures for these variables. 

The next part of this subsection presents a descriptive analysis on the selected variables 

used for the current study. It also splits the observations into groups such as poor and 

non-poor households, microfinance member and non-microfinance member households 

to compare the mean differences of key characteristics among these groups. The last 

section of this chapter makes appropriate conclusions. 

Chapter 4: This chapter identifies patterns and trends in the borrowing and lending 

behaviour among households using the VHLSS 1992-2010. In particular, the first 

section addresses the motivation of the analysis and presents the structure. The second 

section analyses patterns and trends in the borrowing and lending behaviour among 

households from 1992 to 2010. Specifically, it groups credit into three main sources, 

formal, semi-formal and informal, to identify patterns and trends of loan volumes and 

interest rates among such credit sources. Households are also split into poor and non-

poor households for comparison. Similarly, the third section of this chapter examines 

patterns and trends of loan volumes and interest rates provided for different purposes 

such as consumption or production. It also compares the patterns and trends between 

poor and non-poor households. Conclusions are drawn in the last section of this chapter. 

Chapter 5: This chapter uses a pseudo-panel data set constructed from the VHLSS 

1992-2010 and a FE specification to examine the impact of microfinance on poverty 

reduction. In particular, the introduction addresses the significance of the analysis. The 

second section briefly reviews related studies that are grouped by methodology. The 

purpose of this review is to show why the pseudo-panel data analysis is necessary in the 

research context. The next section introduces the methodologies used, presents the 

rationale for variable selection and describes data used for the analysis. Specifically, it 

addresses endogeneity issues that are usually faced by microfinance assessments; then it 

introduces the model used with full a description of the variables and expected results. 

The next subsection presents variable selection for the pseudo-panel data analysis. It 

also addresses data issues such as outliers and methods to overcome such issues. The 

last subsection presents descriptive statistics of the pseudo-panel data set, which are 
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constructed from the VHLSS 1992-2010. It also splits households into poor and non-

poor or microfinance member and non-microfinance member households to compare 

the mean differences. The fourth section presents the results and discussion. 

Specifically, it shows the empirical regression results produced by the FE model. 

Interpretation and discussion of the results are also presented along with the results. 

Sensitivity tests using a mixed process of seemingly unrelated regression (SUR) are 

performed and introduced in this section. The last section contains conclusions. 

Chapter 6: This chapter uses a genuine panel data set constructed from the VHLSS 

2002-2008 to examine the impact of microfinance on poverty reduction. The 

introduction reviews the paucity of knowledge that arises from previous studies and the 

pseudo-panel data analysis. The second section presents methodologies used in the 

analysis. In particular, it introduces a dynamic analysis, which is represented by a 

specification of the GMM. Specifically, on the one hand it reviews methods to mitigate 

the issue of endogeneity, on the other hand it presents options to estimate the dynamic 

relationship between the access to microfinance and household outcomes. The next 

section of this chapter describes data used in the current study and presents the rationale 

for variable selection. Especially, it reviews panel data sets constructed in previous 

studies. More importantly, it presents methods and procedures to construct the panel 

data set from the VHLSS 2002-2008. The variable selection subsection introduces a 

selection of dependent and independent variables used in the analysis. It also provides 

methods to overcome data issues such as outliers. The next subsection presents 

descriptive statistics of the genuine panel data set. The mean differences between poor 

and non-poor, microfinance member and non-microfinance member households are 

compared. The fourth section of this chapter presents results and discussion of the 

analysis. In particular, it shows the empirical regression results generated by the GMM 

specification. Interpretation and discussion of the results are also presented along with 

the results. Sensitivity tests using 90 and 95 percentiles of the loan volume, which are 

used to define microfinance membership, are performed and presented in this section. 

An analysis using a FE estimator is also conducted; the results and discussion are 

presented in this section. Conclusions are made in the last section of this chapter. 
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Chapter 7: This chapter summarises the findings, which are drawn from the earlier 

chapters. Based on the findings, it also provides recommendations for managerial and 

policy making purposes. Furthermore, it addresses the research limitations and provides 

directions for further research. 



 

 

 

 

10 

CHAPTER 2. LITERATURE REVIEW 

 

This chapter provides an overview of microfinance, poverty and the roles of 

microfinance in poverty reduction in both the global and Vietnamese context. It also 

reviews previous studies on the impact of microfinance on poverty reduction. The 

review of these studies will reveal the achievements and paucity of research in 

microfinance impact assessment. 

2.1. Overview of Microfinance and Poverty 

2.1.1. Microfinance 

2.1.1.1. Overview 

Microfinance is the provision of a broad range of financial services such as deposits, 

loans, payment services, money transfers, insurance and remittances to poor and low-

income household and their micro-enterprises (ADB, 2000). The term “low-income” 

used in this definition varies from country to country or even among different areas 

within a country. In practice, the terms microcredit and microfinance are often used 

interchangeably, but microcredit refers only to the provision of loans. Therefore, 

microcredit is a component of microfinance. According to the MIX market (a premier 

source for objective, qualified and relevant microfinance performance data and 

analysis), a MFI is an organisation that offers financial services mainly to the poor. 

MFIs provide loans via three main methods: group lending, village banking and 

individual lending. The Grameen Bank in Bangladesh was one of the first to use group 

lending as a guarantee for loans. In this lending mechanism, five women form a group 

and each member guarantees the others’ payment. Weekly meetings are held to monitor 

loans and repayments. If a member fails to repay her loans, the others have to pay for 

her or the whole group will not be able to obtain a loan again. This lending mechanism 

is also known as “Group liability”. Although it helps reduce bad debts, this method is 

claimed to produce much pressure on group members (Gine & Karlan, 2007). A village 
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bank is an informal self-help group of 20-30 members, mostly women. Initial loans start 

from $50-$100 per member. The members meet weekly to repay loans, exchange 

experience of using loans and attend training programs. Sponsors provide finance to 

implementing agencies, and these agencies provide loans to village banks. Unlike other 

financial institutions such as rural banks or credit organisations, village banks do not 

provide savings services to their clients. For this reason, village banks may be at risk if 

external sources of finance are cut (Fotabong, 2011). Individual lending was introduced 

recently by the Association for Social Advancement and the Grameen Bank in 

Bangladesh, the Bank Rakyat Indonesia, and BancoSol in Bolivia. In this model, instead 

of lending to groups, money is provided for individuals directly. Gine and Karlan 

(2008) conducted a randomised controlled experiment to compare the impact of group 

lending and individual lending. The study found no difference in repayment rates 

between those groups. 

The concept of microfinance is not new. Private moneylenders and rotating saving and 

credit associations (ROSCA) have been established for centuries. ROSCA refers to 

credit groups organised by voluntary and self-interest members, who agree to contribute 

periodical savings. Members take turns to receive the total savings of the group in each 

regular meeting. Further discussions of ROSCA can be found in Besley (1994). Also, 

the success of German credit cooperatives in the mid-nineteenth century can be 

considered as a forerunner of the strong microfinance movement today (Bonus & 

Schmidt, 1990). The contemporary microfinance revolution began with the 

establishment of the Grameen Bank in 1983 by Professor Muhammad Yunnus in 

Bangladesh. Today, microfinance has spread to all continents. By the end of 2007, there 

were 3,552 credit institutions providing credit to 154,825,825 clients (Daley-Harris & 

Laegreid, 2007). 
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Figure 2.1. Number of MFIs and Clients in the Global Context. 

Source. Daley-Harris & Laegreid (2007) 

 

From 2007 to 2009, the number of MFIs increased only 1.04 per cent, but the number of 

clients they served in this period increased almost 23 per cent. Significantly, the number 

of poorest clients increased more than 20 per cent and the number of female clients 

increased almost 28 per cent within these two years (Reed, 2011). 

The most significant characteristics of microfinance are small transactions and 

minimum balances such as loans, savings or insurance. Loan volumes vary from 

country to country, time to time and institution to institution. Most MFIs provide two 

types of savings: mandatory savings (regular deposits range between $5 and $10) and 

volunteer savings (Cull, Demirgüç-Kunt, & Morduch, 2009). MFIs provide a variety of 

insurance services, from health insurance, life insurance to property insurance, 

accidental death and disability insurance, production insurance or education insurance 

(Collins, Morduch, Rutherford, & Ruthven, 2009). 
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Most loans from microfinance are collateral-free. Generally, microfinance clients are 

poor, hence having collateral to obtain a loan as a commercial bank requirement is 

sometimes impossible. Offering free-interest loans is one of the most attractive features 

of microfinance. Although having physical collateral is not required, clients need social 

collateral such as group guarantees (Gine & Karlan, 2007). 

Another notable characteristic of microfinance is regular meetings. Weekly or monthly 

meetings between field officers and clients are to monitor loan purposes, collect 

repayments, and provide training programs or update policies to clients. By monitoring 

loan use regularly, these activities also help to prevent bad debts. However, the 

meetings should be tailored to meet the client’s schedule. 

Microfinance mainly targets the poor. From 2007-2009, the number of clients served by 

microfinance increased from 155 million to almost 200 million. Of the clients, 

approximately 68 per cent were poor (Reed, 2011). As a development tool, 

microfinance focuses on serving those who are poor and not able to obtain loans from 

commercial banks or other financial organisations. The provision of loans to such 

beneficiaries requires a great deal of capital. For this reason, MFIs are usually funded 

by governments and other development programs.  

Loan interest rates of microfinance vary across institutions. Normally, the loans are 

designed to be offered at a particular level of interest rate so that MFIs can cover their 

costs, which include costs of funds, labour costs, administrative costs, service costs, 

loan loss provision, fixed capital and desired profits (Mersland & Strøm, 2012; Putzeys, 

2002). In other words, MFIs that have high costs or expect more profits tend to set 

higher interest rates. In contrast, those that have low costs or receive subsidies from the 

government or donors can set the interest rates to be more favourable for their clients. 

2.1.1.2.  Microfinance in Vietnam 

The earliest versions of microcredit in Vietnam are Rural Credit Cooperatives (RCCs), 

which were established in 1956. The major purpose of this financial system was to 

mobilise small deposits, then to provide finance to households, farms, small businesses 

and agricultural cooperatives (Wolz, 1997). Due to poor management, corruption, and 
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changes in the macro economy, this system collapsed in the late 1980s (Seibel & 

Binhadi, 1992). In order to continue to provide financial services, especially small loans 

for rural areas, The Vietnam Bank for Agriculture (later renamed as Vietnam Bank for 

Agriculture and Rural Development – VBARD) was established in 1988. It started 

introducing a joint liability group lending system, which was actually a microcredit 

system, in 1995. In this year, 74 groups of poor households were established. 

Obviously, with a growing economy, VBARD could hardly fill the financial void left by 

the collapse of RCCs. As a result, People’s Credit Funds (PCFs) were established in 

July 1993. Fifteen wealthy founding members formed a PCF with a capital of VND 50 

million ($4,8855). Once it was registered, it would recruit more members and increase 

its capital. The purpose of establishing this system was to provide savings and credit 

services to clients, to promote self-help and mutual assistance among its members. The 

latter purpose was similar to one of the microfinance purposes (Banking with the Poor 

Network, 2004b). 

Financial support, especially at the initial stage, is essential for MFIs. Most of the loans 

that MFIs provide for clients are funded by government programs and donors. Major 

financial donors for MFIs in Vietnam were foreign institutions, including the Asian 

Development Bank (ADB), World Bank, Kreditanstalt für Wiederaufbau, Agence 

Française de Développement, Australian Government Overseas Aid Program, Ford 

Foundation, Canadian International Development Agency, and Belgium Directorate 

General for Development Cooperation (Banking with the Poor Network, 2008). 

At the time of the current study, microfinance services in Vietnam were provided by 

three types of providers, formal, semi-formal and informal. Each type of service 

provider is described briefly below. 

- Formal institutions 

The involvement of formal players in microfinance began with the establishment of the 

Vietnam Bank for the Poor (VBP) in 1995. With the advantage of concessional credit 

subsidised by the government and the existing network of the VBARD, the VBP has 

                                                 
5 Converted into US$ using PPP and 1992 GDP deflator. 
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rapidly increased its outreach to poor households. For example, VBP provided credit to 

six million low-income households in 1998 (CSFI, 2011). NGOs and donors criticised 

the VBP for ignoring the financial sustainability and distorting the market with its very 

low interest rates (CSFI, 2011). However, De Aghion, Armendariz, and Morduch 

(2007) pointed out that NGOs and other MFIs also received interest-free or subsidised 

interest funds from donors but faced no criticism. 

PCFs were reorganised from credit cooperatives established during the central planning 

period from 1954 to 1986 (more precisely, the central planning period in Vietnam lasted 

from 1954-1986 in the North and 1976-1986 in the South). According to Hung (1998) 

PCFs were established using the model of the Caisse Populaire system in Quebec, 

Canada, with technical support from the Development International Desjardins (DID). 

The establishment of PCFs was achieved in a project funded by the Canadian 

International Development Agency (CIDA) and supervised by the State Bank of 

Vietnam (SVB). In 1998, there were approximately 900 PCFs, with total capital of 

VND 1,158 billion, providing services to six million households. 

- Semi-formal institutions 

The semi-formal players in the microfinance industry in Vietnam were non-bank 

institutions. These organisations were authorised to provide finance services, but were 

not allowed to mobilise savings from non-members. The main service providers in this 

sector were Mass Organisations6, NGOs, and the credit component of national programs 

for poverty alleviation. NGOs not only provided finance, but also often contributed 

international experience on financing the poor. However, microfinance is not the only 

objective of many NGOs. Often, for NGOs, microfinance was integrated with other 

activities or it was just an entry point to implement other activities (UNDP, 1996a). In 

addition, NGO microfinance programs focus on saving mobilisation. Also, the credit 

component of NGO programs often operated in remote areas and focused on providing 

small short-term loans with regular instalment repayments. Because of their small scale, 
                                                 
6  MOs include five social organisations, the Women’s Union, Youth Union, Farmers’ 

Association, Veterans’ Association and Elderly Association. These organisations have a 

complete network from the central level to village level. 
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the contribution of NGOs to the rural credit market has been modest at 4.94 per cent of 

the total loan portfolio (VHLSS 1998). 

Meanwhile, MOs mainly played the role of implementers in the programs of NGOs and 

the government. Apart from the integrated NGO programs mentioned above, the 

government programs involving MOs, were directed towards poverty alleviation. In 

these programs, MOs assisted the government in inspecting the household conditions of 

potential clients, disbursing loans to targeted groups, and monitoring loan use and 

repayment. In addition, MOs acted as brokers for the VBP7 owing to their extensive 

network. 

- Informal service providers 

By the time the data were collected, the informal microfinance providers consisted of 

moneylenders, relatives and ROSCAs. Until the mid 1990s, the informal sector was the 

most important source of credit for Vietnamese households, especially in rural areas. 

Data of the VHLSS 1992 show that this sector provided up to 73 per cent of rural credit. 

Although the role of the informal sector in rural credit has been declining owing to the 

expansion of the formal and semi-formal sectors, it still played an important role in the 

rural development of Vietnam with the provision of more than 30 per cent of the credit 

market recorded in VHLSS 1998. The main advantage of informal credit suppliers is the 

simple lending and borrowing procedure. Borrowers only need to present their ID and 

address to obtain loans from moneylenders. Furthermore, no paperwork needs to present 

if they want to obtain a loan from their relatives or friends. To obtain a loan from 

ROSCAs, borrowers need to be a member and deposit regularly. Loans from this sector 

can also be used for any purposes, but usually for emergencies such as illness or 

repayment of previous loans. Whilst loans from ROSCAs, relatives and friends were 

interest-free, most private moneylenders charged high interest rates. Occasionally, they 

                                                 
7 In October 2002, the VBP was reorganised to become the Vietnam Bank for Social Policies 

(VBSP) by Decision 131/TTg to provide preferential credit to the poor and beneficiaries of 

social policies. However, the studies reviewed here still referred to the VBP since they were 

conducted during the operations of the bank. 
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charged clients up to three times more than formal banks, due to high transaction costs 

and high risk of providing credit to the poor (UNDP, 1996b). 

In late 2014, there were 27 MFIs operating in Vietnam, including a national network 

(M7) with seven branches, mainly located in the North of Vietnam. According to Mix 

Market, MFIs in Vietnam were the biggest organisations in the East Asia and Pacific 

region in terms of the number of active borrowers and gross loan portfolio. For 

example, in late 2014, there were 7,622,478 active borrowers with a total gross loan 

portfolio of $5,905,629,785. The country that had the second biggest numbers of active 

borrowers was the Philippines with 2,454,908 persons, and the country with the second 

biggest gross loan portfolio was Cambodia with $2,626,180,167 (Mix Market, 2014c). 

2.1.2. Poverty 

According to the World Health Organisation, poverty is a term related to the 

undermining of a range of essential human attributes such as low income and 

consumption; lack of health care access, low nutrition, and lack of information. Due to 

these disadvantages, the poor face greater risks due to health, the environment and 

disability than the non-poor (WHO, 2015). Poverty is often defined in absolute terms of 

low income or low consumption. Households that have income or consumption less 

than a particular level in a period of time are considered as poor. The most commonly 

used international poverty lines are $1.00, $1.25 (World Bank), and $2.00 PPP per 

person per day (WHO). 

Vietnam has made significant achievements in poverty reduction recently. The poverty 

headcount ratio of $1.25 PPP per person per day (% of population) dropped 

dramatically from 40.07 per cent in 2002 to 2.44 per cent in 2012 (The World Bank, 

2015a). 

2.1.3. Poverty reduction and the role of microfinance 

Poverty reduction is one of the ultimate goals of development programs such as 

infrastructure investment, income re-distribution, education and microfinance. 

Infrastructure investment such as electricity, roads, schools, and hospitals creates 
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better living conditions and improves economic growth to combat poverty (Ali & 

Pernia, 2003; Fan, Zhang, & Zhang, 2004; Klein, Aaron, & Hadjimichael, 2001) 

Income or wealth re-distribution is the transfer of income or wealth from the richer to 

the poorer people by using social mechanism such as taxation, charity, welfare or 

monetary policies. The major factor behind income or wealth re-distribution is 

inequality. Inequality is an unavoidable component of economic growth since it 

allows the rich to earn more, accumulate more wealth and parts of which then can be 

re-distributed to make the poor become wealthier although it comes with costs such 

as government intervention (Adelman & Robinson, 1989; Ahluwalia, 1976; Alesina & 

Rodrik, 1994; Khan & Hossain, 1989; Korpi & Palme, 1998; Persson & Tabellini, 

1990; Sala-i-Martin, 2006). 

Education has been proven to improve human capital and productivity, hence reduce 

poverty. Boissiere, Knight and Sabot (1985) found that cognitive achievement had a 

significant impact on success in labour market, which could lead to higher income. A 

review conducted by Appleton and Balihuta (1996) in Tanzania found that farmers 

who completed primary education had their crop production 27 per cent higher. Also 

the more years the farmers spent in school the higher their productivity. 

It is argued that microfinance can provide small loans to the poor to smooth out 

consumption or invest in small-scale business to generate income. Also, non-financial 

services provided by MFIs such as training programs can help to improve human 

capital and women empowerment of clients to fight against poverty (B. D. Pham & 

Izumida, 2002; Banerjee, Duflo, Glennerster, & Kinnan, 2013; Doan, Gibson, & 

Holmes, 2014; Imai, Arun, & Annim, 2010; Karlan and Valdivia, 2011; Kessy & Urio, 

2006; Lensink & Pham, 2012; Li, 2010; Maertens, 2003; Morris & Barnes, 2005; 

Oosterhoff, Nguyen, Quach, Mullineux, & Murinde, 2005; Pham, Wright, & Hardon, 

2008; Pitt & Khandker, 1998; Swain, V. S. Nguyen, & Vo, 2008; V.C. Nguyen, 2008) 

Various economic models have proposed that access to financial services is essential to 

economic growth (Rajan, & Zingales, 1998; Ravallion, 2012). However, financial 

markets, especially those for the poor are often imperfect (Hubbard, 1997). The poor will 

often remain in poverty due to financial constraints. To support an activity (either 
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consumption or investment) poor households need finance. They have two choices: use 

the internal finance such as savings, or external credit. Basically, internal finance is 

preferable due to its liquidity and availability. However, savings are scarce in poor 

households. Therefore, if the savings are not sufficient to support the activity, they will 

have to rely on external finance (Gorodnichenko & Schnitzer, 2013). The major 

providers of external finance include formal sector such as banks, semi-formal sector 

represented by MFIs and informal sector represented by relatives or friends and 

moneylenders. The poor are often excluded from the formal sector (Meyer & 

Nagarajan, 2000). The main factors contributing to the reluctance of formal financial 

services to serve the poor are high risks (i.e. having no valuable assets for collateral and no 

previous transaction record) and high transaction costs (i.e. living in remote areas, often 

requiring relatively small loans). For these reasons, the poor often have to rely on 

relatives and friends, who often are poor themselves, and moneylenders, who usually 

charge very high interest rates due to their monopoly. This gap creates a niche 

market for microfinance. Microfinance can provide micro loans (along with other non-

financial services) to the poor at acceptable interest rates using alternative approaches such 

as group lending, peer monitoring, compulsory saving, and progressive lending. 

These flexible approaches enable microfinance providers to reduce both transaction 

costs and default risk. By providing such products and services for the poor, 

microfinance can contribute to poverty reduction by breaking the cycle of poverty. 

It has been widely claimed that microfinance contributes to poverty reduction by 

smoothing out household consumption during difficult times such as illness, loss or 

disasters. Microfinance also has been considered as an effective tool to help poor 

households generate income through investment and the application of efficient financial 

practices such as savings and insurance. The impact of microfinance on such aspects will 

be examined in the next chapters. 
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2.2. The Impact of Microfinance on Poverty Reduction 

2.2.1. Measurements of microfinance impacts on poverty reduction 

Similar to other interventions, the impact of microfinance can occur at a variety of 

levels and in different domains. According to the AIMS Team (2001), the impacts of 

microenterprise interventions can be divided into three main levels, household, 

enterprise and individual. At each level the impact domains are identified and 

examined. Marr (2002) classified the impacts of microfinance into five major 

categories: group, individual, household, enterprise and community. Individuals join a 

group as members to obtain benefit. In microfinance, members benefit from accessing 

loans and non-financial services such as training programs or insurance. Individuals are 

also members of a household. An enterprise is a business that the household establishes 

or owns and the community consists of individuals, households, groups, enterprises and 

MFIs. Through these categories the impact domains of each category are identified, and 

hence the impact of microfinance can be measured via appropriate impact variables. 

According to Zohir and Matin (2004), and Nghiem, Coelli, and Rao (2006), the impacts 

of microfinance can be basically divided into two major levels, the narrow and the 

wider or broader. The former describes the impact on individuals and households while 

the latter portrays the impact on the community, region and nation. At each level the 

impacts are grouped by type, and then measured. The direct impact of microfinance 

occurs mainly at the narrow level as microfinance programs target members and their 

families. In addition, based on Maslow’s hierarchy of needs, material needs such as 

income and consumption are likely to appear before non-material ones. Also, the 

VHLSS is a series of general-purpose surveys; data on a number of microfinance and 

non-microfinance factors are not included. For these reasons, the current study focuses 

only on analysing the impact of microfinance on poverty reduction using income, 

consumption and the international poverty line as measures. 

2.2.2. Previous studies on the impact of microfinance on poverty reduction 

A number of studies applying different methodologies in both national and international 

contexts have been conducted to evaluate the impact of microfinance on poverty 
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reduction. The evidence of the impact found by these studies is mixed. The following 

section reviews related studies. 

2.2.2.1. International studies on the impact of microfinance 

The impact of microfinance on its clients appears to vary by gender. A quasi-

experimental trial conducted in Bangladesh showed that the impact of microfinance on 

female participants was greater than that on male participants (Pitt & Khandker, 1998). 

For example, an increase of 100 Taka (Bangladeshi currency) in loan volume was 

associated with an increase of 18 Taka and 11 Taka in annual consumption for females 

and males, respectively. 

Qualitative studies in general or case studies in particular, often find a significant 

impact of microfinance on household outcomes. A case study with the participation of 

1,332 respondents in Uganda revealed a positive impact of microfinance on the 

businesses of members and household consumption (Morris & Barnes, 2005). For 

example, after obtaining loans from the microfinance programs, 30 per cent of the 

clients launched new products or services, 25 per cent improved or expanded their 

business premises, 36 per cent reduced their business costs, 43 per cent had greater 

stock than in 1997, 46 per cent had a larger sales volume than in 1997, and expenditure 

on durable assets of clients was double that of non-clients. As this was a qualitative 

study, the outcomes were not quantified. 

The microfinance loan volume appears to be sufficient for the poor to smooth out 

consumption. However, it may not be sufficient for clients to invest in their household 

businesses. A mixed methods study with the participation of 352 micro and small 

enterprises was conducted in Tanzania to examine the contribution of MFIs to poverty 

reduction (Kessy & Urio, 2006). The study showed a positive and significant impact of 

microfinance on poverty elimination. Specifically, more than 80 per cent of the 

participants declared their profit increased after obtaining a loan. However, more than 

90 per cent complained that the institutions did not provide sufficient ongoing support 

and training to their businesses. Also, more than 50 per cent of the respondents argued 

that loan volume was not sufficient, loan terms were short and the loan interest rate of 
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48 per cent per year was still too high. For the poor who did not own a business, income 

was increased after participating in microfinance programs. However, a number of the 

findings were not quantified. For example, the size of the increase in the business profit 

was not reported in this study. Also, it is unclear what loan volume would be sufficient 

and what loan terms would be appropriate for a business. 

A number of different poverty measures, such as the national poverty line, international 

poverty line or the Foster-Greer-Thorbecke poverty indexes, have been applied to 

examine the impact of microfinance. Imai et al. (2010) examined the impact of 

microfinance on poverty in India using a cross-sectional analysis of 5,260 households. 

Tobit regression was used for the analysis and the index-based ranking (IBR) was used 

to measure poverty. The advantage of this measure over income or consumption-based 

poverty is to capture the multi-dimensional nature of poverty such as food security, 

accommodation, and employment. The higher the score of this measure, the less likely 

are households to be poor. Results from treatment effects and Tobit models confirmed a 

positive and significant impact of microfinance, which was a proxy for the number of 

productive loans and the total number of loans, on poverty reduction. In particular, the 

impact of the number of productive loans and total number of loans on the IBR in urban 

areas was stronger than that in rural areas. 

Training becomes more and more popular as one of the components of microfinance. 

More and more institutions provide this service to enhance human capital for their 

clients to fight against poverty. For example, bookkeeping, household finance 

management and business skills are essential to facilitate the use of microfinance loans 

and profits. Karlan and Valdivia (2011) conducted a randomised control trial to examine 

the impact of business training on microfinance clients and MFIs in Peru. The treatment 

group was given from half an hour up to one hour business training in during their 

regular meeting. The control group did not receive the training. The results showed that 

the training improved business knowledge and skills, and revenues of the clients. For 

example, clients of the treatment group had more (10 percentage points) correct answers 

to surveyed questions than clients of the control group. Better business knowledge then 

improved better business practices. As an example of this, the probability of a trained 
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client to reinvest profits in his or her business was approximately four percentage points 

higher than that of a non-trained client. MFIs were also benefited from high repayment 

and retention rates of the clients. For example, repayment of the treatment group was 

three percentage points higher than that of the control group. Also, clients of the 

treatment group were four to five percentage points less likely to dropout than clients of 

the control group. 

Microfinance appears to be a successful tool to combat poverty, especially in populated 

countries like China. A study using difference-in-difference and logistic regressions was 

demonstrated by Li (2010) to examine the impact of microfinance programs in Hubei 

province of China. The study showed that microfinance had a positive and significant 

impact on the clients’ welfare. For example, from 2002 to 2008, annual household 

income and consumption of the borrowing households significantly increased by 32 per 

cent and 27 per cent, respectively. The adjusted difference-in-difference estimation 

indicated that participation in the programs increased annual household income and 

consumption by five per cent and three per cent, respectively. However, this estimation 

did not show the significance levels of the impact. The study also showed that micro 

loan volume had a significant impact on household welfare. For example, an additional 

Yuan8 1,000 increase in loan volume was associated with an increase of 0.29 per cent 

and 0.23 per cent in annual household income and consumption, respectively. In 

addition, microfinance programs were also found to have a positive impact on the 

empowerment of women, which was measured by 24 indicators such as the ability to 

control financial assets, mobility, the ability to make purchases, decision-making power 

and freedom or legal awareness. Similar studies should be performed with other 

microfinance programs in different areas of the country to identify whether results are 

consistent. 

The significance of the impact of microfinance on household outcomes and poverty 

reduction varies from country to country and institution to institution. In particular, 

results from a study conducted in Algeria by Smahi an Benhabib (2011) showed that 

microfinance had no impact on poverty reduction. It also claimed that the volume of 
                                                 
8 Chinese currency unit 
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credit was not a determinant of poverty in the country, hence it was not a solution for 

poverty reduction. However, the poverty data of Algeria at the time of the study varied 

from publisher to publisher and from agent to agent. For this reason, it is too soon to 

conclude if microfinance programs in the nation could help reduce poverty or not. 

Randomised experiments offer a multi-dimensional approach to examine the impact of 

microfinance on household income, consumption, asset expenditure, business results, 

health expenditure, education spending and empowerment of women. A randomised 

study conducted in Hyderabad (India) by Banerjee et al., 2013) showed that microcredit 

played an important role in the household consumption and business results of the 

clients. For example, monthly per capita spending on durable goods of microfinance 

member households was 16 per cent greater than that of non-microfinance member 

households. The study also showed that a number of microfinance clients were able to 

launch new businesses after joining the microfinance program for one and a half years. 

For those who started a new business, after joining the programs their spending on the 

fixed costs of the business increased significantly. The findings show a decrease in non-

durable goods expenditure for those who intended to establish a business while non-

durable goods consumption increased for people who did not intend to become business 

owners. The results also did not show any influence of the program on health, education 

and women empowerment. 

Microfinance helps not only to improve household outcomes, but also plays an 

increasing role in client’s businesses. Results from a microfinance assessment in 

Colombia, conducted by Presbitero and Rabellotti (2014), revealed that the credit 

program, the credit relationship duration and the distance between the bank and the 

borrowers significantly influenced microfinance contributions and the clients’ 

outcomes, which include household income, business sales and housing improvements. 

While the credit relationship had a positive and significant impact on the clients’ 

outcomes, the physical distance (between the bank and the borrowers) had a negative 

and significant impact on household outcomes. As evidence of the improvement in 

household outcomes on clients, 75 per cent of the borrowers reported their income and 

or their business sales had increased after the loan; two-thirds of the borrowers declared 
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that their household income and or business sales had risen in the first year and this 

proportion was almost 90 per cent in the third year. The closer the client’s business to 

the microfinance office, the better the business sales would be. For example, business 

sales were 53 per cent higher if the business was one hour away from the microfinance 

office, 80 per cent if it was only 20 minutes away and greater than 90 per cent if it was 

very close to the office. One of the limitations of this research is that a control group 

was not selected to compare with the treatment group. Therefore, there is not sufficient 

evidence to decide whether microcredit programs can contribute to poverty reduction. 

2.2.2.2. National studies on the impact of microfinance 

The rural credit market, in which microfinance is often integrated, was likely to be 

segmented. A cross-sectional analysis carried out in Vietnam, carried out by B. D. Pham 

and Izumida (2002), indicated that credit had a significant impact on household 

production. In addition, the formal sector specialised in providing credit for production 

purposes whilst the informal sector focused in providing loans for other purposes such 

as consumption. Also, household credit history and dependency ratio were used as the 

determinants of credit rationing. 

A mixed method, which is commonly a combination of qualitative and quantitative 

analyses, can usually provide a comprehensive understanding of the impact of 

microfinance on poverty reduction. Maertens (2003) conducted a mixed method study 

in the Red River and the Mekong Deltas and found that the volume of the credit was 

important. For example, there were no differences between asset accumulation of 

households who did not have access to credit or those who had access to credit with a 

volume of VND 5 million or less. However, for the clients who could obtain loans 

larger than that, their asset accumulation between the two periods was significantly 

greater. Results from Tobit regressions showed that productive asset accumulation in 

the previous period (1997) had a positive and significant impact in the current period 

(2003). However, neither landholdings in the previous period nor credit in the current 

period had a significant impact. The OLS regression showed a positive and significant 

impact of previous income and productive asset accumulation on current income. 

However, previous landholdings and current access to credit did not have a significant 
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impact on current income of the participants. The results of the OLS may have been 

affected by the fluctuation of income and unobserved factors. 

The VHLSS data offer an opportunity to apply flexible methods to examine the impact 

of credit provided by different sources on household outcomes. For example, data from 

the VHLSS 1992-1998 with Tobit and Heckman two-step regressions showed that 

access to formal credit has a positive impact on consumption per capita but the 

magnitude of this impact is modest (Quach, Mullineux, & Murinde, 2005). In 

particular, it was reported that a one per cent increase in the volume of credit borrowed, 

ceteris paribus, led to a 0.07 and 0.06 per cent increase in consumption per capita in 

1993 and 1998, respectively. However, due to the general-purpose nature of the VHLSS, 

it was not possible for the authors to set up a more relevant comparison (Scott, Steele, & 

Temesgen, 2005). 

Panel data constructed from the VHLSS with FE estimators and IVs showed that credit 

provided by the VBSP had a significant impact on household outcomes and poverty 

reduction. In particular, it was shown that the credit helped the clients to generate more 

income, improve consumption, increase household business profit and reduce poverty 

significantly (Lensink & Pham, 2012; V. C. Nguyen, 2008; Phan et al., 2013). 

However, it is debatable whether the IVs that were used in FE specification can 

correlate with the outcomes or that they are sufficiently strong. Also, the use of data at 

the individual level implicitly ignores the fungibility of the money. In addition, all loans 

of the VBSP were assumed to be micro loans. In practice, the VBSP also provided 

larger loans for investment purposes (Banking with the Poor Network, 2004c). 

Therefore, the analysis results may overestimate the impact of the VBSP credit on 

household outcomes. 

Microfinance appears to be an effective tool to fight against stigmatized diseases such 

as HIV. A case study was conducted to evaluate the impact of microfinance on the 

Sunflower group – a group of Human immunodeficiency virus (HIV) infected women 

in Ha Noi (Oosterhoff, Nguyen, Pham, Wright, & Hardon, 2008). The use of 

participatory observation of activities every two weeks allowed the researchers to 

update data regularly. Fourteen members of the group were followed for two and a half 
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years (from 2004, when they took the first loan). The results showed that microfinance 

helped the members to create jobs, increase income and smooth their consumption. 

Therefore, they were able to maintain their health, despite the dangerous infection. For 

example, in 2006 it was reported that the average income of the members increased by 

50 per cent, all of whom were able to create jobs for themselves. After three years, in 

2007, health authorities reported that they were all still healthy. It can be seen that 

microfinance not only helped the group members to create jobs and generate income, 

but also gain confidence. Similar studies should be replicated to examine whether the 

impact of microfinance on such groups in different areas of the country is consistent. 

The quasi-experimental approach was also employed to examine the impact of 

intervention among groups of different participants. A similar study was performed to 

analyse the impact of microfinance on three groups in the Mekong Delta (Swain, V. S. 

Nguyen, & Vo, 2008). The three groups included the dropout households (who accessed 

microfinance in 2001 and successfully escaped from poverty at the time of the study), 

the poor members (who had accessed microfinance in 2001, but had not yet escaped 

from poverty) and the control group (who did not join any microfinance program). A 

variety of qualitative techniques, such as PRA interviews, focus group discussions and 

in-depth interviews, were embedded in quantitative techniques and performed. The 

findings showed that microfinance programs had a positive and significant impact on 

household outcomes of the clients. For example, per capita income of the members was 

from 50 per cent to three times greater than that of non-participants; the members’ 

sources of income were also more diversified than the non-member group. For example, 

two-thirds of microfinance members had from two to four income sources while the 

control group had only one or two. Results of the qualitative surveys showed that the 

members had more and better quality assets than participants in the control group, and 

their living conditions were more improved. In addition, microfinance clients had more 

opportunities to access training programs and improve their social position. The 

relatively small sample size of this study may limit its generalisation to microfinance 

operations in the Mekong Delta region. 
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Household credit, especially in rural or peri-urban areas of Vietnam, which is believed 

to include microfinance, was found to have a positive and significant impact on 

education and health care (Doan, Gibson, & Holmes, 2014). To overcome bias, the 

quasi-experimental trial was demonstrated with technical applications such as 

Propensity Score Matching (PSM) and Multiple treatment effects (MTE) in peri-urban 

areas of Ho Chi Minh City. The findings showed a positive impact of formal credit on 

education and health care expenditure, but informal credit had no significant impact. 

For example, borrowers spent from VND 81,000 to VND 99,000 per month more on 

education and approximately VND 93,000 per month more on health care than their 

non-borrowing counterparts. Participants also spent more than their non-borrowing 

counterparts. 

Due to the relatively small volume of microfinance loans, the impact of such loans may 

not be significant in the long-term. Therefore, it is hypothesised that the longer the 

clients stay with microfinance, the better their household outcomes. A quasi-

experimental survey of almost 500 households was conducted in Vietnam and a FE 

specification used to examine this relationship (Nghiem et al., 2012). The study found 

that the impact of microfinance on per adult-equivalent income and consumption was 

positive, but modest. Specifically, the longer the client stayed with microfinance 

(represented by microfinance duration), the better their outcomes (represented by per 

adult-equivalent income, consumption and poverty status). For example, an increase in 

the duration that the client stayed with microfinance programs of one per cent (i.e. 15 

days) was associated with a 0.19 and 0.07 per cent increase in their income and 

consumption, respectively. Interestingly, the study also identified that due to the higher 

international poverty line, the impact of microfinance duration on poverty reduction was 

positive. However, when the national poverty line, which was lower than that used 

internationally, was applied, the impact was negative. 

2.3. Conclusion 

In conclusion, microfinance in Vietnam has almost six decades of development and has 

made remarkable achievements. Today, there are more than 30 MFIs operating that 
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provide products and services to more than 7.6 million clients across the nation. Most of 

the clients are poor and women. Microfinance products and services are varied and 

diversified across the institutions. Apart from providing financial products, MFIs also 

provide non-financial services such as training and micro-insurance. Microfinance has 

been considered as an effective tool to fight against poverty. 

Several studies applying a variety of methods such as case studies, quasi-experiments, 

randomised trials, standard regression, mixed methods, instrumental variables (IV), 

cross-sectional and panel data have analysed the impact of microcredit and 

microfinance. In particular, the case study approach enables the perspectives of major 

stakeholders such as the clients, microfinance service providers, donors and policy 

makers to be identified and analysed. Most studies that applied this method found 

positive impacts of microfinance on household outcomes and poverty reduction. 

However, this approach is not representative, especially when interviewers fail to 

exploit and synthesise in-depth information collected from stakeholders. The advantage 

of the quasi-experimental approach is that it allows researchers to apply many 

techniques to avoid or mitigate self-selection and program placement biases in 

microfinance impact assessment. The downside of this approach is that conducting a 

quasi-experiment is time consuming and costly. The advantage of the randomised 

experiments approach is that it allows researchers to apply flexible techniques to control 

self-selection and program placement biases in microfinance impact assessment. Similar 

to the quasi-experiment approach, this method is also resource intensive. The standard 

regression approach is flexible. It allows researchers to perform multi regressions with 

different dependent and independent variables. However, one of the limitations of this 

technique is that it suffers from endogeneity. Therefore estimates of these studies often 

lead to bias. The advantage of the mixed methods approach in microfinance evaluation 

is that it allows users to embed qualitative techniques in quantitative techniques and 

vice versa. This combination makes studies more sufficient and representative. 

However, this approach is complex in terms of coding and embedding qualitative data 

in quantitative data and vice versa. The IV approach offers an economical method to 

avoid bias. However, good IVs are not always available. The panel data approach is a 

powerful method to produce reliable estimates as long as the data are available. There 
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have been a number of studies using panel data to analyse the impact of microfinance 

in Vietnam. The panel data sets of these studies were constructed from a few repeated 

surveys, as previously addressed, but are not sufficient to analyse the long-term 

impact of microfinance using the dynamic approach. 

The measures of microfinance impacts on household outcomes or poverty in both the 

international and Vietnamese contexts have varied. The most common measures of 

poverty are per capita income or consumption. However, such measures may ignore 

differences in ability to generate income and consumption levels between adults and 

dependants. To overcome this issue, per adult-equivalent income or consumption could 

be more precise measures. Similarly, a number of studies have attempted to analyse the 

impact of microfinance on poverty using the national poverty line or particular poverty 

measures (V. C. Nguyen, 2008), some based on improvement in consumption and 

income, to conclude that microfinance could help reduce poverty. Such poverty 

measures may not be precise or compatible globally. The international poverty line 

could be a solution to overcome issues such as precision or compatibility. 
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CHAPTER 3. METHODOLOGY OVERVIEW AND DATA 

 

3.1. Methodology Overview 

One of the major challenges in assessing the impact of interventions such as 

microfinance is endogeneity. This issue can lead to bias in the analysis of results. For 

example, individuals who decide to participate in microfinance programs may have 

some unobserved characteristics (e.g. risk attitude, entrepreneurial skills, or 

consumption preferences) that can also influence the assessment outcomes such as 

income or consumption. To overcome this issue, the present study applies pseudo-panel 

FE, genuine panel data FE and GMM, discussed briefly below. 

3.1.1. Pseudo-panel data approach 

The panel data approach allows the tracking of individuals (i.e. persons, firms) over 

time. However, this method is time and resource consuming. Therefore, panel data on 

development projects are often rare (Deaton, 1985; Verbeek, 2008). Fortunately, 

repeated cross-sectional surveys are often available and pseudo-panel data can be 

constructed from such surveys. 

To construct pseudo-panel data, firstly, stable characteristics of individuals are used to 

define cohorts (groups). Next, values of each variable in each cohort are averaged for 

each period. Finally, these averaged values become observations in the pseudo-panel 

data. 

Pseudo-panel data models have an advantage in that researchers can combine data from 

different sources into a single data set, as long as the cohorts in each source are 

comparable (Deaton, 1985). Attrition problems often found in genuine panel data can be 

mitigated as long as other participants in the same cohort remain in the survey. The 

characteristics of cohort averages can soften the impact of response errors. 

Data used for the current study are drawn from seven waves of the VHLSS, from 1992 

to 2010; section 3.2.2 provides more information on these surveys. However, the 
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longest panel data set is constructed from four waves of the VHLSS 2002-2008. To 

conduct the current analysis with all waves of the VHLSS, a panel data set needs to be 

created by using the pseudo-panel method. 

Since a FE estimator is applied to control for unobserved characteristics at provincial 

level in the current study, the pseudo-panel is constructed by using provincial dummy 

variables. With this approach the original number of observations remains unchanged. 

Also, the impact of individual time-invariant exogenous characteristics such as gender, 

ethnicity, educational background, and residential location of households can be 

analysed. 

3.1.2. Fixed-effects approach 

To overcome the issue of endogeneity, a number of options are available such as 

randomised experiments, quasi-experimental trials, IVs or FE with panel data. Given 

the time and resource constraints of the current study, the first two options cannot be 

applied. Due to the unavailability of good IVs, this approach is not applicable. The FE 

approach appears to be the best option in the context of the current analysis. 

When a model of econometrics is used to examine the impact of microfinance on 

household outcomes, apart from observed factors such as participation in microfinance 

programs and household characteristics, there will always be unobserved factors that 

can affect (correlate) the observed factors, and hence can influence the outcomes. These 

factors can be eliminated from the model using a FE specification with cross-sectional 

or panel data as long as they are time-invariant. For this reason, any time-invariant 

characteristic cannot be added to the specification (Wooldridge, 2012). 

3.1.3. General method of moments approach 

In static specifications the independent variables are assumed to affect the outcome 

variable in the same period. However, the effects of microfinance may take time to 

emerge. For example, microfinance loans that are invested in productive activities such 

as cultivation need a particular period of time to be returned due to the cycle of seasons. 

Also, outcomes in previous periods (e.g. income and wealth) may have feedback 



 

 

 

 

33 

impacts on the current outcomes due to factors such as accumulation of skills and 

capital. Such impacts should be examined via a dynamic specification by introducing 

lags of outcomes and intervention variables as covariates. 

To obtain unbiased results individual unobserved effects should be eliminated from the 

analysis, and ideally, without deleting the time-invariant observable variables. The first 

differencing (FD) transformation can remove time-invariant unobserved characteristics, 

but the differenced lagged dependent variable and endogenous variables still correlate 

with the differenced error term. Since the second lag (or higher of the covariates) can be 

used as an IV for the first difference transformation and apply the general method of 

moments to produce consistent estimates (Arellano & Bond, 1991). This approach is 

also known as “difference GMM”. However, the difference GMM still has a number of 

problems. First, similar to the FE estimator, all time-invariant observable covariates also 

will be removed. In addition, lags of level (untransformed) dependent variables are 

weak instruments for differenced lag dependent variables. A system incorporating a 

GMM estimator introduced by Blundell and Bond (1998) uses both levels and lags of 

additional covariate IVs for differenced endogenous variables. Therefore, time-invariant 

observable covariates, such as ethnicity and gender, will remain in the analysis. In the 

literature this approach is known as “system GMM”. 

3.2. Data 

3.2.1. Primary data 

This section describes the primary data collection and summarises the results. The 

primary data were collected through in-depth interviews and surveys with key 

stakeholders in the nation such as current and former microfinance participants, 

microfinance managers and staff, and local authorities. The purpose of this data 

collection was to seek perspectives of the involved parties, which were not included in 

the secondary data, on whether microfinance could help the poor escape from poverty, 

and if so, how it helped. In addition, it aimed to identify factors that support or hinder 

the contribution of microfinance to poverty reduction. Moreover, it attempted to 

encourage participants proposing solutions to make better microfinance contributions to 
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poverty reduction. Seventeen in-depth interviews and four surveys were conducted with 

a total of 21 participants. Eight of them were microfinance clients, nine MFI managers, 

a microfinance officer, a chief of local authority, the head of a mass organisation, and a 

microfinance cluster leader. Details of questionnaires and surveys are provided in 

Appendix 1. Due to time constraints and the unavailability of a number of stakeholders, 

four face-to-face interviews could not be conducted and hence responses from their self-

reports were collected. The interviews and surveys covered the Northwest, Northeast, 

Red River Delta, South Central Coast and Mekong River Delta of Vietnam. 

For the clients, the interviews focused more on whether, and how, participation in 

microfinance could help them escape poverty on a sustainable basis. In addition, their 

perspectives on improving the contribution of microfinance to poverty reduction were 

sought. Findings from the interviews with clients reveal that microfinance creates a 

positive impact on their household outcomes. Also, non-financial services are needed. 

In addition, flexible product designs and delivery are required. In particular, all 

participants confirmed that microfinance could help reduce poverty sustainably. 

However, the ways in which microfinance helped them fight against poverty varied. 

The microfinance interviewees said that they used the loans to establish their businesses 

(from street grocery to agricultural services) to generate income. Once their income 

increased, they were able to repay, consume and even save. Clients who escaped from 

poverty by using microfinance loans also gained confidence. A client admitted that she 

was too shy to speak when she joined the first group meeting to obtain her first loan. 

However, when this interview was being conducted, she was confident to request large 

loans from microfinance to invest in her business. In order to make microfinance 

contribute better to poverty reduction and hence to sustainable poverty elimination, non-

financial services other than loans, such as education, training, insurance should also be 

provided. 

All the clients appeared to be interested in non-financial services. A pancake maker said 

that she wanted to learn how to promote her products outside her commune so that she 

could expand her business. A single mother was also interested in health insurance for 

her family and education insurance for her children. 
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It is found that loan volume and loan terms need to be adjusted to meet clients’ 

demands. For example, five out of eight microfinance members proposed bigger loans 

(from VND 20 to 40 million) with longer loan terms (from 24 months or longer). It is 

observed that most of those who requested large loans for longer terms were business 

owners. In contrast, the poorer clients did not make such demands. The reason that 

clients preferred microfinance loans to other types of commercial loans such as bank 

loans was the periodical (i.e. weekly or monthly) instalments. The regular instalments 

include principal, interest and savings (volunteer and mandatory). Mandatory saving is 

one of the conditions to be a microfinance member. The MFI managers explained that 

such savings would be used as a source of loans. This in turn makes microfinance less 

dependent on external funding and more sustainable. The amount of compulsory 

savings varied among different MFIs. The MFIs that were interviewed or surveyed in 

the current study required their clients to deposit from five to ten thousand VND (from 

$0.25 to $0.50) per week. 

The interviews or surveys with MFI managers and officers provide perspectives on 

factors that facilitate or hinder the contribution of microfinance to poverty reduction. 

Also, they were encouraged to propose solutions for microfinance to make a better 

contribution to poverty reduction. Information obtained from the interviews and surveys 

showed that the priorities, process and procedures to select clients varied among MFIs. 

Also, different MFIs offer different products and services. The most common criteria 

that the MFIs used to select their clients were the poor certificate (i.e. equivalent to a 

concession card for low income individuals), ability to generate income (having labour, 

productive land or feasible investment plans), and a good credit history. A household 

with a poor certificate is not eligible to obtain a loan if it cannot generate income or has 

a bad credit history. These selection criteria protect both the lenders and borrowers from 

bad debts. 

Products and services, terms and conditions of MFIs were different depending on the 

particular MFIs. For example, two out of eight institutions provided insurance and 

training. These institutions also provided loans, not only for production but also for 

consumption. The most popular loan term was 12 months, but some MFIs provided 
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loans up to 24 months for business purposes. A dynamic specification with one lag 

(from 2002 the VHLSS have been surveyed every two years, therefore, one lag should 

be sufficient) is expected to consider the impact of loans with longer terms than the 

most popular term. 

According to the MFI managers and officers, the most common supporting factor for 

microfinance was the support from government and local authorities. For example, the 

government has supported MFIs by providing financial services to the poor through the 

VBSP and the PAPs. Another supporting factor is that MFIs have been making great 

efforts to improve their products and services by varying loan types, loan terms, and 

simplifying paperwork and borrowing procedures. For example, TYM and M7 (the two 

biggest MFIs at the time of the study) split their loans into consumption and investment 

loans. To obtain a loan, clients only need to fill in a form to provide information about 

the purpose of the loan (consumption or investment) and loan volume. Any difficulty 

will be assisted by an assistant of the MFI. After the application submission, inspections 

will be made. If all requirements are met, loans will be disbursed. During the study 

period, Vietnam was one of the fastest growing economies in Southeast Asia with an 

average growth of 6.5 per cent per annum (The World Bank, 2014a). Obviously, the 

demand for credit increased rapidly. These increasing demands were discovered during 

the interviews, especially credit demands for investments. Such demands provided great 

opportunities for the financial market, including microfinance.  

Despite the government’s regulatory efforts to improve the performance of 

microfinance, obstacles for microfinance establishment and operations were found. The 

most common responses from microfinance practitioners were that the shortage and 

incompleteness of legal frameworks hindered their operations. For example, although 

microfinance started operating in Vietnam in the early 1990s, there is no separate law 

for it. Instead, it has been operating based on the Law on Credit Institutions, issued in 

2010. Of the 163 articles in this document, four stipulate the establishment and 

operation of MFIs in general. There have been two legal documents so far to guide MFI 

establishment and microfinance operations: Decree No 28, issued in 2005 and Decree 

165, issued in 2007. From these documents, microfinance is recognized as an industry. 
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However, there are still a number of obstacles for the operation of MFIs. For example, 

Article 3 of Decree 28 states that only MFIs with registered capital of at least VND 5 

billion are allowed to mobilise voluntary savings, but MFIs with registered capital of 

VND 500 million are not. Surprisingly, there is no regulation for MFIs with registered 

capital greater than VND 500 million and less than VND 5 billion. By not allowing 

such MFIs to mobilise voluntary savings, this regulation also limits a very important 

financial source for MFIs. This article is not amended by Decree 165, although it is 

issued to amend articles and clauses of Decree 28. Another challenging factor is the lack 

of financial and human resources (professional managers, skilled staff). Interviewees 

also suggested that one of the reasons for the shortage of skilled personnel in 

microfinance was due to the fact that few universities or colleges in Vietnam provide 

microfinance training. It is not necessarily an issue as basic finance or accounting skills 

would be sufficient for microfinance staff. MFI managers and officers also claimed that 

loans for the poor and preferential policy households with low interest rates provided by 

the VBSP created an uncompetitive environment for MFIs. In particular, the VBSP 

charged those beneficiaries from 0.50 to 0.65 per cent per month while the average 

interest rate of MFIs was one per cent per month. It is difficult for microfinance loans to 

compete with the low interest rate loans of the VBSP. It is argued that the VBSP served 

not only the poor but also preferential policy beneficiaries including college or 

university students, migrant workers, and offshore fishermen. In addition, such loans of 

the VBSP may help MFIs to be more creative in their operations because they need to 

compete using non-interest measures such as the convenience of loan approach and 

repayments, integration of loans and other development activities such as agriculture 

promotion, child nutrition, family planning, and small business set-up. 

A variety of recommendations from MFIs to improve the effectiveness of microfinance 

services have been made during the interviews and surveys. The most popular 

recommendation was to split microfinance loans into two types: one with larger 

volumes (from VND 20 million to VND 40 million) and longer terms (for at least 24 

months) is for clients who have just escaped poverty and have feasible investment 

plans, but are unable to obtain commercial loans from banks due to collateral 

requirements (Banking with the Poor Network, 2004c); the other loan type with smaller 



 

 

 

 

38 

volumes (up to VND four million) and shorter terms (up to 12 months) is to assist the 

poor to smooth out consumption during shocks (sickness and crop failures) or to 

purchase supplies such as fertilizers, seeds and young livestock and poultry. This 

recommendation of MFIs is in line with what is suggested by the clients. It is believed 

that by splitting loans into larger loans and ordinary loans, microfinance will be able to 

serve not only the poor, but also the clients who have just escaped poverty (Van, 2014). 

Therefore, microfinance loans will be able to help reduce poverty sustainably. 

The interviews with local authorities are to cross-check the information obtained from 

client interviews and to seek different viewpoints of the impact of microfinance in a 

broader context – community. Specifically, local authorities were asked if microfinance 

could help households reduce and eliminate poverty permanently and sustainably. Their 

viewpoints were also sought on factors that supported or hindered the contribution of 

microfinance to poverty reduction, and on how to improve the effectiveness of 

microfinance services. The local authorities confirmed that microfinance helped the 

poor to generate income, improve their consumption and therefore reduce poverty. This 

impact will be examined further by using econometrics models in Chapter 5 and 

Chapter 6. 

To be eligible to obtain a microfinance loan, a household must be classified as poor or 

near poor by the local authority. It is observed that the criteria, process and procedures 

to assess and classify poor households (one of the eligibilities to obtain microfinance 

loans) were considerably transparent. Firstly, financial shocks that each applicant 

household experienced in the last 12 months are recorded and ranked. A household with 

a ranking score of 8/10 or above is listed to be assessed and classified. Secondly, 

income of each household on the list is calculated. Finally, a meeting will be held to 

assess and classify poverty status of households. Participants of the meeting include the 

local poverty assessment board, representatives of households to be assessed and 

classified, and other households in the village or ward. In this meeting, financial shocks 

of each household on the list are discussed and analysed. Household income is 

compared with the national poverty line. A household will be classified as poor if its 

income is below the national poverty line and also receives at least 50 per cent of votes 
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from the meeting participants (Appendix 2 provides more details of the criteria and 

procedure to assess and classify a poor household). A poor or near poor household is 

eligible to apply for microfinance loans with any MFI. This is different from what was 

understood before the interviews were conducted, that non-poor households could 

manipulate local authorities so that they could be classified as poor to receive support 

from poverty programs. From the local authority viewpoint, poverty reduction programs 

launched by the government and those provided by MFIs should be incorporated well to 

serve the poor better. For example, agricultural, aquaculture and forestry promotion 

training programs should be re-designed and provided for microfinance clients through 

regular group meetings. 

3.2.2. Secondary Data 

3.2.2.1. Data sources 

The secondary data used in the current study are drawn from the VHLSS conducted in 

1992-1993 (hereafter referred to as “VHLSS 1992”), 1997-1998 (hereafter referred to as 

“VLSS 1998”), 2002, 2004, 2006, 2008 and 2010. VHLSS is a general-purpose survey 

series that was repeatedly conducted nationally by the GSO of Vietnam, and funded by 

the United Nations Development Programme (UNDP) with technical assistance from 

the World Bank. Since 2002, the surveys have been conducted every two years. The 

purpose of the surveys is to design policies, monitor living standards of the population, 

and evaluate social-economic policies and government programs. 

The samples of the VHLSS 1992 and the VHLSS 1998 were weighted based on the 

statistics of the Vietnam Population Census in 1989. The sample weights of the VHLSS 

from 2002 to 2010 were based on the 1999 Population Census. Since the first two 

waves (1992 & 1998) and the later waves (2002-2010) of the VHLSS used different 

sample frames, it is impossible to combine them to form a panel data set. The overall 

sample frame of each survey is stratified into two groups with approximately 80 per 

cent of households living in rural regions and the rest in urban areas. The surveys were 

conducted by using face-to-face interviews, and covered a variety of characteristics of 

individuals, households and communes. Individual and household characteristics were 
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determined using the household questionnaire, which will be the focus of the current 

analysis. The commune characteristics were surveyed using the commune 

questionnaire. 

Table 3.1 shows that from 2002 to 2010 the household questionnaire was split into two 

sub-questionnaires. One sub-questionnaire (hereafter referred to as the “short 

questionnaire”) asked for household income and other household characteristics; the 

other (hereafter referred to as the “long questionnaire”) asked for household income, 

expenditure and other household characteristics. Since the current study focuses on 

analysing the impact of microfinance on both income and consumption, the long 

questionnaire is used, as described below. 

In the VHLSS 1992, the household questionnaire included the following categories: 

credit and savings, schooling, health, employment, migration, housing, fertility, agro-

pastoral activities, non-farm self-employment, food expenses and home production, 

non-food expenditure and inventory of durable goods, and other income. At commune 

level, the questionnaire consisted of the following information: demography, economy 

and infrastructure, education, health, agriculture, and prices of commodities. 

Although the basic scope of the VHLSS series was the one used in the VHLSS 1992, 

there were slight changes in each survey. These changes may affect the results of the 

analysis. For example, in the VHLSS 1998, contraception was added to the fertility 

section; forestry and fishery were added to the agriculture activities section; food 

expenses and home production were replaced by food expenditures; information on 

remittances was added to the other income section; and the information on borrowing 

and lending replaced credit and was added to the section on savings. In this wave 

remittances were added to income, while in 1992 remittances could be included in the 

other income section. 

In the VHLSS 2002, the questionnaires for individuals and households contained nine 

categories: household roster, education, employment, health, income and household 

production, expenditure, fixed assets and durable goods, housing, and participation in 

poverty reduction programs. Information about credit, including loans and savings, is 

extracted from the last section. 
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The contents of the VHLSS 2004 were quite similar to those of the VHLSS 2002, 

except for the following changes: the information on employment was merged with 

information on income to create a new section. This change allowed researchers to 

separate income from employment and that from other sources. The information on 

household production was removed from the section on income. Also, two additional 

sections were added to the household questionnaire: one section for information on 

agriculture, forestry and aquaculture production and another for information on non-

farm activities. 

The scope of the VHLSS 2006 was quite similar to that of the VHLSS 2004 and 2002, 

except that a section on household business was added to the household questionnaire. 

This additional section provided information on household business types, expenditure, 

and income. 
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Table 3.1. Sample Size (Households) of the VHLSS 1992-2010 

Waves Sample Size Total 

1992 4,800 4,800 

1998 6,002 6,002 

 Short questionnaire Long questionnaire Total 

2002 45,000 30,000 75,000 

2004 36,000 9,000 45,000 

2006 39,071 9,189 48,260 

2008 36,756 9,189 45,945 

2010 59,961 9.399 69,360 

Source. (General Statistics Office, 2006, 2008, 2011; Phung & Nguyen, 2004; The 

World Bank, 1994, 2001). 

 

In the VHLSS 2008, there were a number of changes in survey scope, compared with 

that in previous surveys. For example, the survey focused more on basic demographic 

characteristics related to living standards. The information on labour was replaced by 

information on living standards, and added to employment to form a separate section. 

These two changes provided more information on household living standards. On the 

other hand, the section on the decomposition of expenditure was replaced by 

expenditure; this change could prevent researchers from focusing on examining 

different types of expenditure. However, the current study focuses on total expenditure 

and per adult-equivalent expenditure and is not affected by this change. 

In the VHLSS 2010, the information on labour replaced that on living standards and 

was added to the information on employment to form a section. In addition, the survey 

only focused on consumption expenditure. This is a disappointing change as only the 

impact of microfinance on household consumption expenditure can be examined, but 

not on household expenditure as a whole. Similarly, the information on fixed assets was 

omitted from the survey. The removal of fixed assets from the survey prevents an 

analysis of the impact of microfinance on household fixed assets. 
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Although the surveys were designed and conducted by the same institution, GSO, and 

for the same purposes, they are partial panels. For example, the VHLSS 1992 and 1998 

forms a panel of 4,800 observations. The VHLSS 2004 forms an unbalanced panel data 

set with the VHLSS 2002, 2006 and 2008 (more details are provided in Chapter 6). 

Since the VHLSS 2010 is specifically designed for poverty assessment, it cannot be 

linked with the previous surveys to form a panel data set (V. C. Nguyen, 2012). 

To be able to analyse the impact of microfinance on household income, consumption 

and poverty status, income from all sources of the households in the income section are 

aggregated. Similarly, all sources of household expenditure are added up from the 

expenditure section to give household expenditure. The information on loans was 

withdrawn from the credit and savings section and the participation in poverty reduction 

programs. Also, information on credit providers is collected from this section to define 

microfinance loans for an analysis on lending and borrowing trends and patterns in the 

next chapter and for two other econometrics analyses in Chapters 5 and 6. 

3.2.2.2. Data and variable description 

The current study focuses on examining the impact of microfinance loans on poverty 

reduction. However, the VHLSS did not specify which financial service providers are 

MFIs. Fortunately, the VHLSS data contain loans provided by concession sources: the 

VBP or the VBSP and the PAPs in the section Participation in poverty reduction 

programs. From 1992 to 2010, these institutions and schemes were the major 

microfinance loan providers. The data also provide information on non-concessional 

loans provided by eight other loan providers. To obtain microfinance loans, firstly, 

loans are split into non-concessional loans (provided by other sources) and concessional 

loans. However, a further challenge remains: the VBP or VBSP provided loans not only 

for poverty reduction purposes, but also for other purposes such as trade or production 

activities (normally with larger volumes). To overcome this challenge, microfinance 

loans are defined as those obtained from concession sources and not greater than the 

average loan volume of MFIs, which was VND four million (at 2004 prices) as 

microfinance loans. This average loan volume was obtained by averaging loan volumes 

of all MFIs who reported their information to the MIX from 1992 to 2010 (Mix Market, 
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2014a). Households that took microfinance loans were considered as microfinance 

members. Microfinance participation will be the first independent variable of the 

current research. In particular, participation in microfinance is expected to have a 

positive impact on income, consumption and therefore reduce poverty of poor 

households. 

The impact of microfinance interventions on poverty in the current study can be 

measured via three poverty indicators: self-report, national, and international poverty 

lines. The self-reported poverty status was included in the survey data but it is generally 

subjective because people tend to overstate their poverty status to be eligible to receive 

support from poverty reduction programs. In addition, this information is not found to 

be reliable due to the inconsistency of the question asked and the options for the answer. 

For example, for the VHLSS 2002, the question to check the household poverty status 

was “Are you classified as a poor or very poor household by the commune 

authorities?”. There are four options, namely “Yes, poor household”, “Yes, very poor 

household”, “Don’t know” and “No”; five responses were coded from zero to four in 

the data set. Similarly, from 2004 to 2008, the question asks if the household was 

classified as poor in the year before the survey, but in 2010, it asked if the household 

was classified as poor in the year the survey was conducted. In this case, the data 

include only three responses: “Yes”, “No” and “Don’t know”. 

The national poverty line is issued by the Ministry of Labour, Invalid and Social Affairs 

(MoLISA) and the GSO. It has several advantages over the self-reported poverty status. 

Firstly, the national poverty line was calculated based on actual income per person, and 

hence was more objective. Secondly, this poverty measure was applied separately to 

urban and rural areas. Since living standards, including income of urban residents are 

normally higher than those of rural residents, it is more realistic to apply a higher 

poverty line for urban areas and a lower one for rural areas. This also is the major 

advantage of the national poverty line over the international poverty line. Finally, the 

national poverty line was adjusted to control for inflation. For example, from 2002 to 

2010, it was adjusted four times, increasing from VND 80 thousand per person per 

month to 360 per person per month for rural areas and from 150 thousand per person 
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per month to 450 per person per month for urban areas. More details of the national 

poverty line adjustment are provided in Table A3.4 of Appendix 3. However, one 

drawback of using the national poverty line is that it is incompatible with the 

international poverty line; generally, the national poverty line is lower than its 

international counterpart. Using the international poverty line has an advantage over the 

local poverty line, such as providing a consistent standard by which to compare the 

impact of microfinance on household outcomes. Thus, the international poverty line is 

used to measure poverty status for the current study. The international poverty line has 

been used to measure poverty all over the world (Chen & Ravallion, 2010). The popular 

poverty line has been $1.00 per person per day (Sachs, 2005), but in 2008 the World 

Bank adjusted the poverty line to $1.25 (Ravallion, Chen, & Sangraula, 2009) and $2.00 

PPP per person per day (Santos & Emma, 2013). The correlation coefficients between 

the national poverty line and the international poverty line (of $1.0, $1.25 and $2.0) are 

0.46, 0.49 and 0.45, respectively; all of the coefficients are significant at the one per 

cent level. More details are provided in Table A3.5 of Appendix 4. The international 

poverty line of $1.00 PPP per person per day was introduced and used in the early 

1980s (Chen & Ravallion, 2010) and for this reason, it is not adopted. Although the 

total number of poor households when using this measure is 9.76 per cent greater than 

that when using the national poverty line, the number of poor households when using 

this poverty line is lower than that when using the national poverty line in 2006, 2008 

and 2010. More details are provided in Table A3.6 and Table A3.7 of Appendix 5. The 

international poverty line of $2.00 PPP per person per day is more recent but is very 

high, compared with the national per capita income during the study period. In 

particular, the number of poor households when using this measure is more than two 

times greater than that using the national poverty line. More details are provided in 

Table A3.6 and Table A3.9 of Appendix 5. Also, the choice of setting the poverty line 

of $1.25 PPP per person per day is more popular in the literature and is more 

appropriate for a poor country like Vietnam (Ravallion, 2010). For these reasons, the 

international poverty line of $1.25 PPP per person per day is chosen. 

To make all the monetary measures comparable among waves of the VHLSS, the fixed 

prices in 2004 are applied to all measures of living standards, such as income and 
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consumption, from 1992 to 2010. In addition, the local currency was converted to $US 

in purchasing power parity (PPP) using exchange rate and PPP data for Vietnam from 

the Penn World Table 7.1 (Heston, Summers, & Aten, 2002). 

Microfinance programs are mainly designed to serve the poor. However, in Vietnam 

these programs, especially those provided by the VBSP, are not limited to the non-poor. 

The possible reason is that those non-poor households were former clients who have 

just escaped poverty, hence continual provision of financial services aims to prevent 

them from falling back to poverty (Vietnamese Government, 2013). Table 3.2 shows 

that not only the poor, but also the non-poor, had access to microfinance. In particular, 

among microfinance members, non-poor households dominated poor households, 

except in 2002. Similarly, among the poor, the number of non-microfinance members 

exceeded microfinance members, except in 2002. This observation confirms that a large 

proportion of poor households did not have access to small concessional loans. For 

some sections of the poor, especially the extreme poor, lack of financial knowledge and 

business confidence may prevent them from obtaining loans. However, it is possible 

that lack of information or non-transparent loan application procedures have prevented 

the poor from receiving financial services. For those who have faced shocks, such as 

illness and crop failure, the inability to access concessional loans may trap these poor 

households in a vicious circle of poverty and make them dependent on the mercy of 

loan sharks. However, it should be noted that just a small proportion of the participants 

in the VHLSS answered the credit question and only the long questionnaire is used. 

Therefore, the number of observations in Table 3.2 is much smaller than in Table 3.1. 

It is hypothesised that the characteristics of poor households are systematically different 

from those of non-poor households. In particular, poor households have lower living 

standards in terms of income, consumption and savings. To test this hypothesis, the 

means of the key characteristics between the two groups are compared as shown in 

Table 3.3. 
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Table 3.2. Poverty Incidence and Microfinance Participation in the VHLSS 1992-2010 

Year Poverty status Non-MFa MFb Total 

1992 
Poor 582 66 648 

Non-poor 1,170 104 1,274 

1998 
Poor 615 78 693 

Non-poor 2,439 263 2,702 

2002 
Poor 420 571 991 

Non-poor 67 24 91 

2004 
Poor 644 175 819 

Non-poor 4,046 368 4,414 

2006 
Poor 1,952 456 2,408 

Non-poor 23,825 1,823 25,648 

2008 
Poor 239 83 322 

Non-poor 1,619 310 1,929 

2010 
Poor 2,682 211 2,893 

Non-poor 6,486 649 7,135 

Total 
Poor 7,134 1,640 8,774 

Non-poor 39,652 3,541 43,193 

Note. aNon-microfinance member households; bMicrofinance member households. 

Source. Calculated from the VHLSS 1992-2010. 
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Table 3.3. Mean Differences between Poor and Non-Poor Households in the VHLSS 

1992-2010 

 
Mean 

Non-Poor Poor 
Household head gender (1=male) 0.75 0.68 
Household head ethnic (1=VNa or CNb) 0.86 0.68 
Household head age (years) 43.85 40.77 
Household location (1=urban) 0.21 0.13 
Household size (persons) 4.65 4.87 
Household head school years 6.46 5.19 
Household total expenditure 24,177 15,363 
Household total income 31,809 16,533 
Loan volume 17,202 6,582 
Household savings 8,260 2,206 
Household assets 19,405 4,895 
Household durable goods 2,879 2,009 

Note. aVietnamese, bChinese. All currency measures are in VND 1,000 at 2004 prices. 

The t-test results of all variables are significant at 1 per cent level. 

Source. Calculated from the VHLSS 1992-2010. 

 

On average, the number of non-poor households headed by males was greater than that 

of poor households (75 per cent compared to 68 per cent). Generally, a Vietnamese or 

Chinese household was doing better than other households. As evidence of this, 86 per 

cent of non-poor households were headed by Vietnamese or Chinese while only 68 per 

cent of poor households were headed by Vietnamese or Chinese. Although the number 

of old people in Asia and the Pacific is increasing and will triple by 2050 (Cheng, Chan, 

& Phillips, 2008), Giang and Bui (2010) showed that the proportion of the population 

aged between 15 and 59 in Vietnam increased from 1979 to 2007. The average age of 

household heads in poor and non-poor families is 41 and 44, respectively, which reflects 

the fact that Vietnam has a young population structure with a large proportion of the 

population in the productive age group. Generally, people can find more job 

opportunities and better remuneration in urban areas than rural areas. Table 3.3 shows 

that 21 per cent of non-poor households lived in urban areas compared with 13 per cent 

of poor households. Larger households can have more labourers, but also can have more 
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dependants. If this is the case, the probability of being poor is higher than that of 

smaller households. Although the magnitude of difference between the average 

household size of the poor and that of the non-poor is very small, the t-test shows that it 

is significant. Again, the reason for the significant differences of the mean test may be 

the relatively large sample. 

A non-poor household head spent 1.27 years more in school than a poor household 

head. On average, non-poor households earned more and spent more than poor 

households. For example, annual expenditure and income of non-poor households were 

57 per cent and 92 per cent greater than those of poor households, respectively. More 

importantly, a poor household spent almost all their income (93 per cent) while a non-

poor household spent only 76 per cent of what they earned. Non-poor families were able 

to obtain either concessional loans (with small volumes) or non-concessional loans 

(with larger volumes). However, due to their poverty status, the poor were not eligible 

(lack of collateral) to obtain large loans from non-concession sources. On average, the 

loan volume of a non-poor household was almost three times that of a poor household. 

A non-poor household earned more than a poor household, but their spending ratio was 

smaller than that of a poor household. Also, non-poor households were able to save 

more than their poor counterparts. Table 3.3 indicates that non-poor households saved 

almost four times more than poor households. Similarly, a non-poor household spent 

almost four times more on assets, and 1.4 times more on durable goods than the poor, 

respectively. 

Microfinance mainly targets the poor. Most of its clients are poor before joining the 

programs. Table 3.4 compares the mean differences between microfinance members 

and non-microfinance members. 
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Table 3.4. Mean Differences of Key Characteristics between Microfinance Members 

and Non-Microfinance Members in the VHLSS 1992-2010 

 
Mean 

Non-MFa MFb 
Household head gender (1=male) 0.69 0.65 
Household head ethnic (1=VNc or CNd) 0.83 0.76 
Household head age (years) 40.50 39.04 
Household location (1=urban) 0.19 0.14 
Household size (persons) 4.79 4.75 
Household head school years 6.26 5.74 
Household total expenditure 27,429 20,304 
Household total income 36,101 23,900 
Loan volume 18,913 2,617 
Household savings 9,096 3,768 
Household assets 15,977 3,930 
Household durable goods 2,720 2,015 

Note. aNon-microfinance members, bmicrofinance members, cVietnamese, dChinese. All 

currency measures are in VND 1,000 at 2004 prices. 

The t-test results of all variables are significant at 1 per cent level. 

Source. Calculated from the VHLSS 1992-2010. 

 

On average, the number of non-microfinance member households led by males was 

greater than that of the microfinance member households. Approximately 83 per cent of 

non-microfinance member households were Vietnamese or Chinese compared with 76 

per cent of microfinance member households. Again, statistics confirm that Vietnam 

had a large proportion of the population in the productive age group. More non-

microfinance member households lived in urban areas than microfinance member 

households. Household size of microfinance members was similar to that of non-

microfinance members. The analysis shows that a non-microfinance member household 

head spent more years in school than a microfinance member household head. 

However, none has completed secondary school. A microfinance member household 

annually spent and earned approximately 26 per cent and 34 per cent less than a non-

microfinance member household, respectively. In addition, on average, a non-

microfinance member household spent 76 per cent of what they earned while a 
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microfinance member family spent 85 per cent of their annual income. Generally, most 

microfinance member households are poor. Therefore, their access to large loans is 

limited due to lack of collateral. The data show that loan volume of a non-microfinance 

member household was seven times bigger than that of a poor household. Obviously, 

non-microfinance members could obtain loans from non-concession sources such as 

commercial banks with larger loan volumes. Since microfinance member households 

spent a large proportion of their income, they saved less than non-microfinance 

households. For example, a non-microfinance member household was able to save 

almost 1.5 times more than a microfinance member household. For this reason, non-

microfinance households were able to spend more than microfinance households. For 

example, a non-microfinance member household spent more than four times on assets 

than a microfinance household; they also spent 35 per cent more on durable goods than 

a microfinance member household. 

3.3. Conclusion 

Primary data show that microfinance loans have been helping the poor to reduce 

poverty sustainably by enabling them to generate more income, and hence to consume 

more. It has also been identified that factors enabling the contribution of microfinance 

to poverty reduction were the support of the government and local authorities, 

significant efforts of MFIs, and the increasing demands of credit. In contrast, an 

incomplete legal framework for microfinance operations, and lack of skilled 

microfinance officers and professional microfinance managers have been considered as 

the factors that hinder the contribution of microfinance to poverty reduction. To 

improve the contribution of microfinance to poverty reduction, the participants have 

made a number of major proposals; for example, microfinance loans should be split into 

small loans for the poor and bigger loans with longer terms for those who have just 

escaped from poverty, but are still near poor. To make microfinance loans more 

effective, non-financial services such as training programs or insurance should be 

provided. Based on the interviews, interest rates charged by different institutions vary 

substantially by types of borrowers and purposes of businesses, interest rates are not 

used in the current research. However, perspectives of interviewees are used. 
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The secondary data provide a very rich source of information on individual, household 

and commune characteristics such as demography, income, consumption, assets, 

durable goods, credit, and savings. Based on income and expenditure, it can be seen that 

the living standards of non-microfinance households were higher than those of 

microfinance households, and those of microfinance households were higher than those 

of poor households. Specifically, between poor and non-poor groups, non-poor 

households significantly earned more, spent more and saved more than the poor. 

However, the spending ratio of the non-poor was lower than that of the poor. Between 

microfinance member and non-microfinance member groups, non-microfinance 

households were doing better than microfinance households. They earned more, spent 

more, and saved more than microfinance households. However, their spending ratio was 

lower than that of microfinance families. Among the four groups, microfinance 

households earned more, spent more, and saved more than poor households. In addition, 

their spending ratio was also lower than that of poor families. Due to being a series of 

general-purpose surveys, the VHLSS do not provide information on a number of factors 

that are related to microfinance (such as household business, poverty index, 

microfinance relationship duration, training programs provided by MFIs, number of 

jobs created by MFIs, distance from households to MFIs) and environmental factors 

such as policy changes, infrastructure investment and income redistribution. Therefore, 

these factors cannot be examined in the current research. The information revealed by 

this chapter will be used to identify and analyse trends and patterns in the borrowing 

and lending behaviour of households in the next chapter. In addition, the analysis on the 

secondary data will be used to construct a pseudo-panel and genuine panel data set to 

examine the impact of microfinance on poverty reduction in Chapters 5 and 6. 
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CHAPTER 4. PATTERNS AND TRENDS IN THE LENDING AND 
BORROWING BEHAVIOUR AMONG HOUSEHOLDS IN 

VIETNAM 

 

4.1. Introduction 

Access to financial resources is one of the means helping households to maintain and 

develop their living standards. This chapter uses the VHLSS from 1992 to 2010 to 

explore trends and patterns in the lending and borrowing of households in Vietnam. 

This chapter presents the salient features of the VHLSS from 1992 to 2010, which 

provide complementary benefits to the econometric analysis in Chapter 5. The main 

advantage of the analysis in this chapter is the inclusion of numerous observations, 

many of which will be eliminated when a panel data set is constructed for econometric 

analysis. The exploration of trends and patterns in this chapter also provides an 

overview of the impact of microfinance on the livelihoods of the poor, which helps form 

hypotheses for further examination. 

In order to examine the relationship between microfinance access and poverty 

reduction, it is necessary to define poverty with its measurements and microfinance 

access in the context of Vietnam. In this chapter the national poverty line and the 

international poverty line of $1.25 PPP per person per day are used to measure poverty 

status. Results of the analysis measured by the national poverty line are presented in the 

text, and those measured by the international poverty line of $1.25 PPP per person per 

day are shown in the appendices for the convenience of comparison. Details of these 

two poverty lines have been described in the previous chapter.  

One of the purposes of the current study is to ascertain whether or not access to 

microfinance and poverty reduction is associated. The VHLSS data show that from 

1992 to 2010, the poverty rate, measured by the national poverty line, reduced 

dramatically from 33 per cent in 1992 to 14 per cent in 2010. This result appears to be 

more significant as the poverty line was adjusted at a far higher rate than inflation in the 
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same period. For example, the poverty line for urban residents increased three fold from 

VND 150,000 per person per month in 2002 to VND 450,000 in 2010 whilst inflation 

increased only 1.05 times, from 3.83 per cent in 2002 to 8.86 per cent in 20109. In the 

meantime, the percentage of households that had access to microfinance increased from 

6 per cent in 1992 to 53 per cent in 2010. 

The remainder of this chapter is structured as follows. Section 4.2 describes patterns and 

trends in access to finance from different sources, including formal, semi-formal, and 

informal. Section 4.3 presents patterns and trends in access to finance from different 

loan purposes such as consumption and production. Conclusions are drawn in Section 

4.4. 

4.2. Loan Volumes and Interest Rates by Loan Sources 

This section analyses loan volumes and loan interest rates among different sources and 

for different poverty status. A similar classification method, proposed by T. T. T. Pham 

and Lensink (2008), is used to group loan providers for the convenience of comparison. 

In particular, credit is classified into three sources (sectors), namely informal (private 

money lenders, relatives or friends, other individuals, revolving credit associations – 

RCAs), semi-formal (VBP10 and VBSP, PAPs, and Others), and formal (private banks 

and government banks). It is expected that with the increasing access to concession 

credit, the poor become less dependent on the informal sector and have more access to 

the semi-formal, and the formal sectors. 

                                                 
9 Since the poverty line is measured as “level” (i.e. VND thousand), the growth of inflation 

should also be converted to index price. Thus, the growth of inflation between 2002 and 2010 is 

calculated as 1.086/1.0383=1.05. More details about the level and growth of the national 

poverty line and inflation are provided in Table A4.8 of Appendix 13. 
10 In October 2002, the VBP was transformed into the VBSP, the name is different but the 

mission is similar. 
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4.2.1. Loan volumes 

In the first two waves of VHLSS that took place in 1992 and 1998, loan volumes of the 

informal sector provided for the poor dominated those of other sectors. This finding is 

similar to that of V. C. Nguyen (2008). Figure 4.1 also shows that the formal and semi-

formal sectors increased their share of credit to both poor and non-poor households 

from 1992 to 2010. As a result, the role of the informal sector gradually declined. It is 

also clearly shown that the poor had more access to the informal and semi-formal 

sectors than the non-poor. In contrast, non-poor households had relatively more access 

to credit from the formal sector than the poor. Notably, the semi-formal sector 

dominated the share of credit in 2002 and 2010 surveys. The reason that the credit share 

of the semi-formal sector in 2010 dominated that of other sectors is that the VHLSS 

2010 was designed specifically to focus on collecting information about poverty 

assessment. Also, no households in previous VHLSSs were re-surveyed in 2010. For 

these reasons, the 2010 data are excluded from the econometric analysis in Chapter 5 

and Chapter 6. It is suspected that the poor were over-sampled in the credit section of 

2002 because loans from VBP accounted for almost 60 per cent of the credit of poor 

households. However, the VHLSS 2002 is included in the econometric analysis because 

any over-sampling issue will be addressed by retaining only households surveyed in 

2004, 2006 and 2008 where the proportion of loans was not overwhelmed by one source 

(more details are provided in Figure 4.1). The dominant players in the informal sector 

were friends and money-lenders; the VBP had the largest share of the semi-formal 

sector while other government banks, particularly the VBARD, dominated the formal 

sector. It should be noted that the VBP is grouped into the semi-formal sector because 

this bank delivered and monitored their credit in cooperation with the Women’s Union 

(a mass organization in Vietnam) (Dao & Hotte, 1998; Nghiem & Laurenceson, 2006; 

V. C. Nguyen, 2008). More details of the share of loan volumes by loan sources, using 

the national poverty line, are provided in Table A4.1 of Appendix 8. 
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Figure 4.1. Share of loan volumes by loan sources, using the national poverty line. 

Derived from the VHLSS 1992-2010. Data of loan volumes of the informal sector in 

2010 were not available. 

 

The reason that loan volumes of the informal sector dominated those of other sectors in 

the first two surveys is that loans from this source were easier to obtain, compared to 

formal sources. Prior to the establishment the VBP in 1995, any loan from banks 

(except from the Fund for the Poor, which was established based on Decision numbered 

235/2000/QĐ-MTTW) required collateral (McCarty, 2001). In addition, borrowing 

procedures and paperwork were quite complex. For example, in the register form 

numbered 01B/CV of the Vietnam Bank for Agriculture (now known as the VBARD), 

households that want to obtain a loan need to provide investment projects or plans in 

detail, descriptions of collateral and borrowing history. As a result, the poor remained 
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dependent on informal providers during this period despite having to pay extremely 

high interest rates. For example, the median interest rate from private money-lenders in 

1992 was 80 per cent per year whilst government banks charged a relatively lower 

annual interest rate, at 32.40 per cent (see Table 4.1). 

The dominance of loan volumes was taken over by the semi-formal sector in 2002. For 

example, its loan volumes were approximately 1.5 times greater than those of the formal 

sector and approximately five times greater than those provided by the informal sector. 

The factor behind this dominance is that from 2002, the VBP expanded its coverage and 

activities across the nation, and transformed to the VBSP to focus on poverty reduction 

missions (VBARD, 2013). 

In the following years (except 2010 because this survey focused on the credit of poverty 

reduction programs), loan volumes of the formal sector dominated those of other 

sectors. For example, in 2004, its loan volumes were approximately five times greater 

than those of the semi-formal sector and almost two times greater than those provided 

by the informal sector. The major factor that drove this trend was the Decision 

numbered 22/2006/NĐ-CP, issued by the Vietnamese Government on 28 February 2006 

(Vietnamese Government, 2006b). This Decision allowed foreign banks, joint venture 

banks and other banks with 100 per cent foreign capital to join financial markets in 

Vietnam. As a result, loan volumes of private banks increased significantly in this 

period. In addition, the SBV continuously reduced the required reserve ratio during this 

period. Also, the refinancing rate and rediscount rate were set below 10 per cent per 

year except 2008 (SBV, 2014). These factors allowed government banks to inject a 

large amount of money into the economy. Consequently, loan volumes of government 

banks increased in this period. 

The trends and patterns of loan volumes, grouped by loan sources, between poor and 

non-poor households, were similar when the international poverty line of $1.25 PPP per 

person per day is applied. More details are provided in Figure A4.1 and Table A4.2 of 

Appendix 8. 
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Because the distribution of loan volumes is highly skewed, the median is more 

convenient than the mean to represent the central tendency in this descriptive analysis. 

Overall, loan volumes provided for the poor increased during the period, but the poor 

still received smaller volumes than the non-poor. For example, the average loan volume 

provided for the poor in 1992 was VND 749,000 while that of the non-poor was VND 

814,000 (more details are provided in Table A4.3 of Appendix 9). The poor appreared 

to prefer micro loans, which ranged from VND 5 million to VND10 million, but the 

non-poor seemed to prefer a larger volume of loans. In the in-depth interviews with 

microfinance members, conducted in Vietnam in 2013, three out of three participants 

(who were poor) revealed that they did not need large loans as small loans had met their 

family demands. However, borrowers who had escaped from poverty preferred larger 

loans. All participants of in-depth interviews who became non-poor via means such as 

business operations required bigger loans. In addition, according to previous studies 

such as Hisaki (2006), Shakya and Rankin (2008), and D’espallier, Guérin, and 

Mersland (2011), small loans were easy to obtain and repay. 

In recent years, the VBP or VBSP and the PAPs have become the two major loan 

providers for the poor. The main component of the PAPs includes Program 135, 

Program 134 and Program 30a. Program 135 was established in 1998 to help the 135 

poorest communes across the nation combat poverty (Klump, 2007; T. T. Nguyen, 

Lofgren, Lindholm, & Nguyen, 2008). Program 134 was established based on the 

Decision numbered 134/2004/QĐ-TTg, issued by the Vietnamese Government on 20 

July 2004 (Vietnamese Government, 2004) to support ethnic and poor communities 

with production and residential land, housing and water. Program 30a was founded 

based on the Decree numbered 30a/2008/NQ-CP, issued by the Vietnamese 

Government on 27 December 2008 (Vietnamese Government, 2008) to support the 

poorest districts in the nation. Although the formal sector, represented by private banks 

and other government banks, provided the largest loan volumes, loans from the VBP 

and the PAPs played an increasingly important role for the poor. Also, their loan 

volumes were not significantly different. For example, the average loan volume 

provided for the poor by the VBP and the PAPs increased from approximately VND 
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one million in 1992 to more than VND five million in 2008. Obviously, changes in the 

above policies allowed clients, including the poor, to obtain larger loans. 

Although the VBP and the PAPs are designed to serve the poor, previous studies such 

as McCarty (2001), Dufhues, Buchenrieder, Heidhues, and Pham (2007), Izumida 

(2003), V. C. Nguyen, Bigman, Van den Berg, and Thieu (2007), and Barslund and 

Tarp (2008) showed that a large proportion of the non-poor were able to obtain loans 

from these providers. The reason is that they provided loans not only to the poor, but 

also to household businesses, development programs and preferential policy 

beneficiaries. For example, apart from providing loans to the poor, the VBSP provided 

ten other loan types (VBSP, 2013). In the meantime PAPs provided credit to support the 

poor and ethnic households in production, to develop and improve infrastructure, and to 

enhance community capacity (Vietnamese Government, 2006a). 

The results when using the international poverty line of $1.25 PPP per person per day 

provide a similar picture on the trends and patterns of loan volumes. More details of the 

median of loan volumes, grouped by loan sources, using the international poverty line 

of $1.25 PPP per person per day are provided in Table A4.4 of Appendix 9. 

4.2.2.  Interest rates 

It is expected that when the financial market becomes saturated with more loan 

providers, the average loan interest rates will fall. In addition, with preferential policies 

from the government, the poor are able to enjoy lower interest rates than the non-poor. 

An acceptable interest rate is one of the main factors that make microfinance service 

providers differ from money-lenders. Table 4.111 shows that the median of interest rates 

reduced among all service providers from 1992 to 2010. For example, the median 

interest rates in 2008 were one-sixth (for the non-poor) and almost one-fifth (for the 

                                                 
11 First, interest rates were classified into relevant categories such as loan sources. Then the interest rates 

were converted into annual. Finally, the medians of interest rates for the poor and the non-poor or 

microfinance members and non-microfinance members were calculated using STATA. 
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poor) of those in 1992. In addition, interest rates for the poor ranged from 50 per cent 

per year to 80 per cent per year of those for the non-poor. 

One of the main reasons that caused a surge in the interest rates in the 1992 survey was 

the temporary lack of competition in the microfinance market due to the collapse of the 

rural credit cooperatives in the late 1980s, which significantly reduced access to credit 

in rural areas (Seibel, 2009). In addition, in 1992, the VBP or VBSP and the PAPs were 

not established, hence borrowers in general, and the poor in particular, had to accept the 

high interest rates of the formal and informal sectors. In theory, loans from the formal 

sector are preferred. However, at that time, the financial services of the formal sector 

were not substantial and accessible to the poor (Banking with the Poor Network, 

2004a). In subsequent surveys, more loan providers such as the VBP or VBSP and the 

PAPs joined the rural financial market; also foreign development investment (FDI) to 

Vietnam increased substantially forcing interest rates to drop. For example, the 

implementation capital increased from $574 million in 1992 to $11,000 million in 2010 

(Vietnam Report, 2011). When monetary supply increased, interest rates reduced 

sharply. As expected, similar trends and patterns are revealed when the international 

poverty line of $1.25 PPP per person per day is applied (more details are provided in 

Table A4.5 of Appendix 10). 

In the case of urgent need of loans, and when favourable loans (normally from the VBP 

or VBSP or the PAPs) or loans from the formal sector were inaccessible, the poor had to 

turn to relatives or accept a higher interest rate from money-lenders. Data show that the 

RCAs in 1998, and private banks in 2008, charged the poor higher interest rates than the 

non-poor (see Table 4.1). A technical reason for non-concession credit providers to 

charge the poor higher interest is the characteristics of transaction costs in financial 

services (Benston & Smith, 1976). Specifically, the cost of processing a small loan is 

almost the same as that of a larger loan. Thus, the unit cost of processing small loans is 

higher. For this reason, credit providers tend to charge higher interest rates for small 

loans unless they apply means to reduce transaction costs such as peer monitoring 

(Stiglitz, 1990). 



 

 

 

 

61 

Table 4.1. Median of Loan Interest Rates by Loan Sources, Using the National Poverty Line 

Source 
1992 1998 2002 

Non-poor Poor Non-poor Poor Non-poor Poor 

Formal 
         Private banks 

 
66.00 
(8.49) 

48.00 
(13.68) 

16.20 
(7.83) 

- 
- 

3.60 
(7.27) 

6.00 
(0.85) 

   Other government banks 
 

36.00 
(12.23) 

32.40 
(127.36) 

14.40 
(18.56) 

14.40 
(13.83) 

1.20 
(4.96) 

7.20 
(4.35) 

Semi-formal 
         VBP 

 
- 
- 

- 
- 

13.20 
(22.21) 

13.20 
(4.30) 

6.00 
(2.74) 

6.00 
(3.76) 

   Cooperatives 
 

48.00 
(21.82) 

43.20 
(23.00) 

18.00 
(13.72) 

15.90 
(3.40) 

- 
- 

6.45 
(4.96) 

   PAPs 
 

- 
- 

- 
- 

12.00 
(12.70) 

8.40 
(3.31) 

8.04 
(1.86) 

6.00 
(3.22) 

   Others 
 

19.80 
(7.78) 

- 
- 

14.40 
(37.23) 

14.40 
(16.37) 

- 
- 

- 
- 

Informal 
         Private money lenders 

 
120.00 
(67.81) 

80.00 
(80.49) 

48.00 
(47.17) 

36.00 
(41.94) 

18.00 
(8.49) 

33.00 
(40.37) 

   Relatives 
 

72.00 
(44.76) 

60.00 
(42.59) 

19.20 
(31.23) 

24.00 
(65.75) 

2.00 
- 

12.00 
(11.76) 

   Other individuals 
 

120.00 
(86.07) 

81.00 
(62.31) 

36.00 
(45.67) 

24.00 
(18.18) 

- 
- 

- 
- 

   RCAs 
 

- 
- 

- 
- 

14.40 
(100.33) 

30.00 
(57.00) 

- 
- 

- 
- 

Average 48.00 38.40 14.40 14.40 6.00 6.00 
Note. Data were not obtained or were not reported in cells with a dash, and standard errors are in parentheses. 
Source. Calculated from the VHLSS 1992-2010 
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Table 4.1 (continued) 

Source 
2004 2006 2008 2010 

Non-poor Poor Non-poor Poor Non-poor Poor Non-poor Poor 

Formal 
           Private banks 

 
10.50 

(12.81) 
4.28 

(5.08) 
12.60 
(3.87) 

6.00 
(2.22) 

15.30 
(6.28) 

21.00 
 

12.00 
(7.22) 

6.00 
(5.82) 

   Other government banks 
 

12.00 
(27.33) 

10.20 
(4.61) 

13.20 
(9.67) 

12.60 
(9.04) 

14.64 
(6.44) 

12.60 
(9.33) 

- 
- 

- 
- 

Semi-formal 
           VBP 

 
6.00 

(14.40) 
6.00 

(13.97) 
6.00 

(10.67) 
6.00 

(25.80) 
7.80 

(3.81) 
7.20 

(6.36) 
7.80 

(3.35) 
7.80 

(3.06) 
   Cooperatives 
 

12.90 
(35.39) 

9.00 
(5.68) 

14.40 
(5.37) 

3.59 
(7.29) 

14.70 
(5.91) 

10.40 
(5.98) 

- 
- 

- 
- 

   PAPs 
 

6.00 
(22.50) 

6.00 
(8.20) 

6.00 
(3.92) 

6.00 
(6.41) 

7.80 
(107.09) 

7.80 
(3.38) 

7.80 
(3.69) 

4.80 
(3.80) 

   Others 
 

7.20 
(14.18) 

9.00 
(5.66) 

13.80 
(10.12) 

13.50 
(10.63) 

11.40 
(12.43) 

0.50 
(0.17) 

- 
- 

- 
-  

Informal 
           Private money lenders 

 
24.00 

(41.25) 
30.00 

(52.66) 
24.00 

(36.51) 
21.60 

(25.78) 
36.00 

(84.26) 
24.00 

(127.06) 
- 
- 

- 
- 

   Relatives 
 

12.00 
(26.06) 

12.00 
(16.46) 

13.20 
(13.36) 

18.00 
(35.13) 

18.00 
(20.30) 

16.20 
(20.00) 

- 
- 

- 
- 

   Other individuals 
 

- 
- 

- 
- 

- 
- 

- 
- 

- 
- 

- 
- 

- 
- 

- 
- 

   RCAs 
 

- 
- 

- 
- 

- 
- 

- 
- 

- 
- 

- 
- 

- 
- 

- 
- 

Average 11.40 7.20 12.00 6.00 7.80 7.80 7.80 7.80 
Note. Data were not obtained or were not reported in cells with a dash, and standard errors are in parentheses. 
Source. Calculated from the VHLSS 1992-2010. 
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The informal loan providers charged both the non-poor and the poor the highest interest 

rates. Table 4.1 shows that their median interest rates were almost two to three times higher 

than those of the formal providers. For example, in 1992, private money-lenders charged 

the non-poor up to 120 per cent per year while private banks and other government banks 

only charged these borrowers 66 and 36 per cent per year, respectively. At the same time, 

money-lenders charged the poor 80 per cent per year, but private banks and other 

government banks only charged these borrowers 48 and 32.4 per cent per year, 

respectively. Despite the very high interest rates, a proportion of the poor still went to the 

informal providers to obtain loans because the borrowing and lending procedures were 

simple, and loans were always available (Barslund & Tarp, 2008; B. D. Pham & Izumida, 

2002; Steer & Sen, 2010).  

Interest rates of the semi-formal sector decreased from 1992 to 2010 and were the lowest 

among loan providers. A number of major factors contributed to the low interest rate loans 

of this sector. Firstly, the credit providers received subsidies and donations from the 

government and donors. Secondly, the government applied a variety of preferential policies 

to this sector to help it in carrying out poverty reduction missions. For example, at that 

time, the reserve requirement rate for the VBP or VBSP was zero per cent, the deposit 

insurance was not mandatory, and they also were exempted from tax and other fees 

(Vietnamese Government, 2002). Finally, these providers applied alternative lending 

methods to reduce transaction costs and risks such as group lending and peer monitoring. 

They also cooperated with MOs to monitor their loans at no or low remuneration because 

their staff already received a salary from the government and improving the livelihood of 

the poor is also one of their objectives. Table 4.1 also reveals that interest rates of the VBP 

or VBSP for both the poor and the non-poor were quite similar. The same patterns are 

found with loan interest rates of the PAPs. It is shown that a proportion of the non-poor was 

able to obtain low interest rate loans from concession sources. The reason is that to support 

households that have just escaped from poverty, but were not be able to obtain loans from 

commercial banks (lack of collateral and unable to pay high interest rates), the VBP or 
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VBSP and the PAPs still provided loans to these beneficiaries. The VBP or VBSP provided 

low-interest loans not only to the poor, but also to other beneficiaries, including preferential 

policy households. Apart from these reasons, it is undeniable that a proportion of loans for 

poverty reduction purposes was used for other purposes such as trade, production or 

housing (Banking with the Poor Network, 2004a; Vietnamese Ethnic Committee, 1998). 

It is noteworthy that in 2002 government banks and private banks charged the non-poor 

extremely low interest rates, from 1.2 to 3.6 per cent per year. Surprisingly, in 2008, the 

“Others”12 only charged the poor 0.5 per cent per year. These very low interest rates were 

abnormal.  In 2008 the SBV adjusted the base interest rate six times, the lowest interest rate 

was 8.50 per cent per year and was much higher than what the “Others” charged (SBV, 

2008). A number of reasons could be given for the very low interest rates. First, these 

interest rates could be misreported, especially the ones charged by private banks and 

government banks because in 2002, the base interest rate issued by SBV was 7.2 per cent 

per year (SBV, 2002). Second, for the low interest rate that the “Others” charged the poor 

in 2008, the lenders may receive subsidies from donors and they were not governed by The 

Laws on Credit Institutions. Therefore, they could lend at very low interest rates (H. H. 

Hoang, Nguyen, & Ngo, 2008). Also, different terms of interest rate such as monthly, 

quarterly or annual are easily miscalculated and misreported. These mistakes can also be 

made during the process of data entry. 

Similar trends and patterns of loan interest rates are found when the international poverty 

line of $1.25 PPP per person per day is applied. Details of the median of loan interest rates 

calculated by using the international poverty line of $1.25 PPP per person per day are 

provided in Table A4.5 of Appendix 10. 

                                                 
12 “Others” includes credit institutions or credit programs of NGOs 
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4.3. Loan volumes and Interest Rates by Loan Purposes 

Microfinance loans can improve the livelihood of the poor by supporting consumption in 

critical periods, such as illness, loss or natural disasters, and improve income through 

production or investment. At the time the surveys were being conducted, a larger 

proportion of the poor lived in rural areas and relied on agricultural activities. For example, 

percentage of rural residents in 1992 and 2010 was 80.15 and 69.50, respectively (General 

Statistics Office, 2016). They are expected to use most of the loans for agriculture and their 

required loan volumes are expected to be smaller than those of the non-poor. In contrast, 

the non-poor households are expected to obtain large loans to invest in trade or services 

activities. Thus, this section explores the trends and patterns of loan volumes and loan 

interest rates for different purposes. The median is used to consider the skewness of the 

distributions of loan volumes and interest rates. It should be noted that both the national 

poverty line and the international poverty line of $1.25 PPP per person per day produce 

identical medians of loan volumes and loan interest rates. 

4.3.1. Loan volumes 

In the original data of the VHLSS, loan purposes were classified into five main categories 

namely “Agriculture, forestry and aquaculture”, “Trade” 13 , “Industrial production”, 

“Services” and “Other”. Since the data do not show clear trends and patterns, indices of 

trends and patterns are calculated and reported. More details are provided in Table A4.6 of 

Appendix 11 and Table A4.7 of Appendix 12. Figure 4.2 shows that loan volumes provided 

for the poor for “Agriculture, forestry and aquaculture” and “Trade” purposes increased 

throughout the period. In addition, loan volumes provided for the poor for “Agriculture, 

forestry and aquaculture” purpose dominated those for “Trade” and “Services” purposes. 

More details of the median of loan volumes by loan purposes are provided in Table A4.6 of 

Appendix 11. These trends and patterns indicate that the poor mainly used loans for 

                                                 
13 Activities such as buying, selling and exchanging goods are grouped in this category 
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agriculture, forestry and aquaculture production to generate their income. As mentioned 

previously, it would be necessary to examine whether any trend and pattern of loan 

volumes provided for the poor for consumption purposes exists; unfortunately, the data do 

not include such information. 

 

Figure 4.2. Index of the median of loan volumes provided for the poor by loan purposes. 

Derived from the VHLSS 1992-2010. Data were not available in 2010, for “Industrial 

production” and “Other”, and for “Services” before 2004. 

 

Loan volumes provided for the non-poor for “Agriculture, forestry and aquaculture” and 

“Trade” purposes increased from 1992 to 2010, but the growth rate of loan volumes for the 

former purpose was faster than that for the latter purpose. In contrast with loan volumes 

provided for the poor, those provided for the non-poor for “Trade” dominated those for 

“Agriculture, forestry and aquaculture” and “Services” (see Figure 4.3). 
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Figure 4.3. Index of the median of loan volumes provided for the non-poor by loan 

purposes. Derived from the VHLSS 1992-2010. Data were not available in 2010, and not 

available for “Industrial production” and “Other”. 

 

4.3.2. Interest rates 

Table 4.214 illustrates that interest rates for all purposes and to both groups (the poor and 

the non-poor) decreased sharply in 1998 and continued to decrease in the following years. 

Also, on average, the poor enjoyed lower interest rates than the non-poor. The reason is that 

to support the poor, on 29 May 1999 the SBV issued a Decision, numbered 189/1999/QĐ-

NHNN1. Based on this decision, the poor were able to obtain loans with 30 per cent lower 

interest rates than those available to other borrowers (SBV, 1999). Another notable trend or 

pattern is that the interest rate of loans for “Agriculture, forestry and aquaculture” was 

among the lowest. The reason is that to promote agriculture and rural development, the 

                                                 
14 First, interest rates were classified into relevant categories such as loan purposes. Then the interest rates 

were converted into annual. Finally, the medians of interest rates for the poor and the non-poor or 

microfinance members and non-microfinance members were calculated using STATA. 
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government established the VBA or VBARD in 1988 (VBARD, 2014) to focus on lending 

to the agriculture sector with preferential interest rates. Similar trends and patterns are 

obtained when the international poverty line of $1.25 PPP per person per day is applied. 
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Table 4.2. Median of Loan Interest Rates (per cent per year) by Loan Purposes, Using the National Poverty Line 

Loan purpose 
1992 1998 2004 2006 2008 

Non- 
poor Poor Non- 

poor Poor Non- 
poor Poor Non- 

poor Poor Non- 
poor Poor 

Agroa-Forestb & Aquac 39.60 36.00 14.40 14.40 10.80 6.00 12.00 6.00 7.80 7.80 
Industrial production 48.00 51.00 14.40 14.40 - - 13.20 6.00 10.80 2.30 
Trade 66.00 48.00 16.80 14.40 11.40 6.00 12.60 14.40 14.40 7.80 
Services 73.80 - 18.00 21.00 12.00 6.00 12.00 4.20 14.40 6.00 
Other 72.00 60.00 - - - - - - - - 
Average 48.00 38.40 14.40 14.40 10.80 6.00 12.24 6.00 7.80 7.80 

Note. aAgriculture, bForestry, and cAquaculture. 

Data were not obtained or reported in 2002 and 2010, and for those cells with a dash. 

Source. Calculated from the VHLSS 1992-2010. 
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4.4. Conclusion 

The data show that loan volumes of all sources provided for both groups (poor and non-

poor households) increased significantly from 1992 to 2010. In addition, the dominance of 

loan volumes shifted from the informal sector to the semi-formal and finally to the formal 

sector. Loan volumes provided for the poor were smaller than those offered to the non-

poor. Although the VBP or VBSP and the PAPs targeted the poor, there was a proportion 

of the non-poor still able to obtain preferential loans provided by these loan providers. 

Meanwhile, a proportion of poor households still had to obtain loans from non-concession 

sources with higher interest rates. 

Unlike loan volumes, interest rates of all providers dropped sharply during the period. In 

particular, loan providers offered lower interest rates to the poor than to the non-poor. As 

usual, private money-lenders charged the highest interest rates. In contrast, the VBP or 

VBPS and the PAPs charged the lowest interest rates. Also, the loan interest rates for both 

groups were not significantly different. Occasionally, the poor had to pay a higher interest 

rate than the non-poor. 

The trends and patterns of loan volumes and loan interest rates (grouped by loan sources) 

when the national poverty line is applied, and those when the international poverty line of 

$1.25 PPP per person per day is applied, are similar. 

For both groups, loan volumes provided for “Agriculture, forestry and aquaculture” and 

“Trade” purposes increased during the study period, but the growth rate of loan volumes 

provided for the poor for these purposes was slower than that to the non-poor. In particular, 

loan volumes provided for the poor for “Agriculture, forestry and aquaculture” dominated 

those for “Trade” and “Services”. In contrast, loan volumes provided for the non-poor for 

“Trade” dominated those for “Agriculture, forestry and aquaculture” and “Services”. 

Loan interest rates for all purposes continually decreased throughout the period. In 

particular, the poor enjoyed lower interest rates for all purposes than the non-poor. Also, 

loan interest rates for agriculture, forestry and aquaculture purposes were among the lowest. 
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Patterns and trends of loan volumes and loan interest rates (grouped by loan purposes) 

when the national poverty line is applied and those when the international poverty line of 

$1.25 PPP per person per day is applied are similar. 

Although clear trends and patterns in lending and borrowing behaviour exist, whether 

access to loans, especially microfinance loans, can help the poor improve their living 

standards and ultimately escape from poverty, has not been explored. These interests will 

be examined by using econometric specifications with the VHLSS panel data in Chapters 5 

and 6. 
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CHAPTER 5. EFFECTS OF MICROFINANCE ON POVERTY 
REDUCTION IN VIETNAM: A PSEUDO-PANEL DATA APPROACH 

 

5.1. Introduction 

Trends and patterns in the borrowing and lending of households have been found to be 

consistent in the last chapter. Specifically, loan volumes of all sources provided for both the 

poor and the non-poor increased significantly from 1992 to 2010. In contrast, loan interest 

rates of all providers decreased sharply over the period. Also, the poor were offered lower 

interest rates than the non-poor. However, interesting questions such as whether or not 

access to microfinance after a period of time can help the poor generate more income, 

improve consumption and ultimately escape from poverty have not yet been examined. 

In this chapter, a pseudo-panel data set is constructed from the VHLSS 1992-2010 to 

analyse the impact of microfinance on per adult-equivalent income, consumption and 

household poverty status. To address the possible selection bias issues, a FE estimator is 

applied. Also a mixed-process estimator is conducted for sensitivity tests. To make the 

results of the current study comparable with those of international studies, the international 

poverty line has been used to examine microfinance impact for the first time in Vietnam. 

The structure of this chapter is organised as follows. Section 2 reviews literature; Section 3 

addresses methodologies, variable selection and data whilst results and discussion are 

presented in Section 4. Section 5 concludes. 

5.2. A Brief Review of the Literature 

There has been a number of studies that applied a variety techniques and methodologies to 

examine the impact of microfinance on poverty. The advantages and disadvantages of each 

method used in previous studies are reviewed in this section. The following studies are 

grouped and reviewed according to methodologies applied. 
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5.2.1. Randomised experiments 

Randomised studies examine the impact of an intervention by comparing the impact 

between treatment groups and control groups. In these experiments, the treatment groups 

are randomly assigned to receive an intervention such as microfinance and the control 

groups are randomly chosen, but receive no intervention. The process of this approach is to 

make sure that all the biases are evenly distributed between the treatment groups 

(Grimshaw, Campbell, Eccles, & Steen, 2000). The outcomes of both groups are then 

compared. Therefore, this approach can provide clean estimates (as long as the intervention 

given to both groups is identical). This approach also offers a flexible approach to examine 

the impact of an intervention. For example, Karlan and Valdivia (2011) embedded 

qualitative methods in quantitative methods to examine the impact of training programs 

provided by MFIs and found that the training improved human capital of the clients and 

performance of the MFIs. Baseline surveys allowed Banerjee et al., (2013) to select 

controls and focus on the eligible study areas. Despite a rigorous search, no study using 

randomised experiments to evaluate the impact of microfinance in Vietnam has been found. 

Therefore, randomised experiments that were conducted outside Vietnam are reviewed. A 

number of studies applied this approach to analyse the impact of microfinance includes, 

Overall, randomised experiments can provide reliable estimates of impacts of intervention 

like microfinance. However, this is a time and resource consuming approach due to study 

setups such as group assignments and baseline surveys. For these reasons, the author cannot 

follow this approach. 

5.2.2. Quasi-experimental surveys 

Quasi-experimental surveys also offer flexible ways to compare outcomes of an 

intervention between two groups, which are control and treatment groups. To mitigate self-

selection bias, Nghiem and colleagues (2012) carried out a quasi-experimental survey with 

two steps. In the fist step, eligible households and ineligible households in areas with 
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existing microfinance programs were identified. In the second stage, a list of eligible and 

ineligible households in each area was created, and the sample was randomly selected from 

the list. 

The number of groups in a quasi-experimental study can vary. Swain and colleagues (2008) 

examined the impact of microfinance on three groups in the Mekong River Delta. The three 

groups included the dropout households (who accessed microfinance in 2001 and 

successfully escaped from poverty at the time of the study), the poor members (who had 

accessed microfinance in 2001, but had not yet escaped from poverty) and the control 

group (who did not join any microfinance program). With this research design, the 

researchers were able to examine the impact of microfinance in not only the study period, 

but also in the previous period. In this study, a variety of qualitative techniques, such as 

PRA interviews, focus group discussions and in-depth interviews, were performed and 

embedded in quantitative techniques. 

The advantage of the quasi-experimental approach is that it offers flexible research designs 

and allows researchers to apply many techniques to avoid or mitigate self-selection and 

program placement biases in microfinance impact assessment. However, conducting a 

quasi-experiment is time-consuming and costly, and hence not suitable for the current 

study. 

5.2.3. Instrumental variable approach 

IVs used in previous studies were varied. A study used a threshold of landholdings not 

greater than 0.5 acres as an IV to analyse the impact of microfinance on household 

outcomes between male and female borrowers in Bangladesh. They found that 

microfinance increased income, improved consumption and reduced poverty of households. 

The impact of loans provided for females was greater than that offered to males. 

Specifically, for every additional 100 Taka (Bangladeshi currency) increase in loan volume, 

annual household consumption increased by 18 Taka if the borrower was a female and 

annual household consumption increased by 11 Taka if the borrower was a male (Pitt & 
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Khandker, 1998). However, when Morduch (1998) used the same data set and applied a 

different method, the results were not significant or even negative. Morduch argued that the 

IV used was not sufficiently strong as a number of households with landholdings larger 

than that threshold were still able to obtain micro loans. 

There has been a number of studies used self-reported poverty status in the VHLSS data 

and the distance from households to microfinance providers as IVs to examine the impact 

of loans provided by the VBSP in Vietnam. The studies showed that microfinance had a 

significant impact on household outcomes, household business results and poverty 

reduction. For example, V. C. Nguyen (2008) found that for each additional VND 1,000 

increase in the VBSP loan volume, per capita expenditure increased by 0.021 per cent, and 

per capita income increased by 0.029 per cent. Also, by obtaining loans from the bank, the 

clients doubled per capita expenditure and increased per capita income by 1.6 times. 

Lensink and Pham (2012) showed that the VBSP loans helped increase household self-

employment profits. Details of this study are discussed below. Similarly, Phan et al. (2013) 

discovered that the VBSP loans helped increase per capita income, and improve per capita 

expenditure of households significantly. However, the IVs applied in these studies appear 

to be weak or even invalid, which would make their parameters biased (Wooldridge, 2012). 

For example, poverty status of households (rated by local authorities) does not seem to be 

an appropriate IV as the poor certificate is just one of the determinants to be eligible to 

obtain loans from the VBSP. Similarly, the distance from households to the nearest bank 

seems to be a weak IV as a poor household will not be able to obtain loans from the bank if 

it does not have a feasible investment plan to generate sufficient income to repay, even if a 

bank is located nearby. In addition, the “access to credit” obviously has a direct impact on 

the outcomes, hence it may not be a valid IV. 

Overall, the IV approach is an economical method to overcome endogeneity issues. 

Unfortunately, good IVs are difficult to find. 
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5.2.4. Panel data 

Berhane and Gardebroek (2011) constructed a panel data set from four-round surveys 

between 1997 and 2006 to analyse the impact of microfinance on poverty reduction in rural 

areas of Ethiopia. The data set included a variety of characteristics of the subjects at both 

household and regional levels. This allowed a variety of variables to be examined and 

controlled for. The long panel data set also enabled to examine long-term impacts of 

microfinance. However, such panel data sets are very rare, especially in microfinance 

assessment. 

Lensink and Pham (2012) used panel data with a sample of approximately 3,200 

households, constructed from VHLSS 2002 and 2004 to evaluate the impact of microcredit 

provided by the VBSP on self-employment profits in Vietnam. The findings indicated that 

by participating in the credit program of the VPSP, households increased their profits by 25 

per cent at the one per cent significance level. Also, a one VND million increase in loan 

volume led to a 4.8 per cent increase in household profits at the one per cent significance 

level. However, the variables of credit program participation and loan volume were 

estimated by using two separate regressions. Therefore, the results may be biased due to 

omitted variables. In addition, the use of “Access to credit” as an IV appears to violate one 

of the principles of selecting IVs since it has a direct impact on the outcomes. 

In short, panel data are very powerful for producing reliable estimates. However panel data 

sets surveyed for microfinance are often rare. Also, those used in previous studies in 

Vietnam were constructed from only two periods, and hence, interesting questions, such as 

whether there is a dynamic interrelationship between access to microfinance and the 

livelihood of the poor, could not be answered. 



 

 

 

 

77 

5.3. Methodology, Variable Selection and Data 

5.3.1. Methodologies 

The main challenge of estimating the impact of microfinance is selection bias. Individuals 

who decide to participate in microfinance programs may have some unobserved 

characteristics (e.g. risk attitude, entrepreneurial ability) that can also affect the impact of 

microfinance on household outcomes, such as income or consumption. In this chapter, the 

availability of seven repeated cross-sectional surveys is exploited to address the selection 

bias issue using a pseudo-panel data approach – a second best option when genuine panel 

data are not available or in case the time frame in the panel data set is not sufficient. 

Tracking individuals over extended periods is time and resource consuming. For this 

reason, panel data on development projects are often rare (Deaton, 1985; Verbeek, 2008). 

Fortunately, with the availability of repeated cross-sectional surveys, pseudo-panel data can 

be constructed for panel data analysis. Pseudo-panel data have an advantage that 

researchers can combine data from different sources into a single data set, as long as the 

cohorts in each source are comparable (Deaton, 1985). Attrition problems often found in 

genuine panel data can be minimised as long as other participants in the same cohort 

remain in the survey. The characteristics of cohort averages can soften the impact of 

response errors. 

To construct pseudo-panel data, particular individual characteristics that are steady over 

time (e.g. ethnicity, year of birth, and residential locations) should be used to define 

cohorts. The average values of these variables by these characteristics are used as 

observations for the pseudo-panel data. In this chapter, the FE estimator is applied to 

control for unobserved effects at provincial level, which is equivalent to constructing a 

pseudo-panel using provincial average but has the advantage of retaining the original 

number of observations. Also, by using provincial FE, the impact of individual time-

invariant exogenous characteristics such as gender, ethnicity and educational background 

can be examined. 
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To measure the impact of participation in microfinance on household welfare the following 

equation is used: 

Yit = β1MFit + β2Lit + β3(MFit ∗ Lit) + β4Hit + μi + εit (5.1) 

where Yit is a variable representing the impact of microfinance on income, consumption or 

poverty status of the ith household(i=1, 2, …, N). MFit is a binary variable, which represents 

the access to microfinance (a proxy for access to loans not greater than VND four million 

and obtained from concession sources: the VBSP and PAPs). This threshold is the average 

loan volume of registered MFIs in Vietnam reported to Mix market. T. T. T. Pham and 

Lensink (2008) also identified a similar loan volume provided by the MFIs. The parameter 

of MFit represents the average effects of participating in microfinance programs. Lit 

represents loan volumes measured in VND 1,000. Its parameter represents the marginal 

effects of loans for all households in the sample. MFit*Lit is the interaction between 

microfinance access and loan volumes. This interaction term measures the additional 

impact of loan volume among microfinance clients; Hit is a vector of controlled variables, 

which are household head characteristics (e.g. age, gender, school years and ethnicity) and 

household characteristics (e.g. household without loans, household size, household 

residential location). μi  is a vector of variables capturing time-invariant unobserved 

characteristics of individuals (e.g. attitude towards risk, consumption preferences, 

entrepreneurial skills), εit is the error term, and t=1, 2, …, T is the time index (i.e. survey 

waves). To consider the skewness of income, expenditure and loans, the natural log of all 

continuous variables on both sides of Equation 5.1 is taken. Thus, estimated parameters of 

continuous covariates are interpreted as elasticities. 

Parameters E1 and E2 are expected to be positive as participation in microfinance and larger 

loans would be associated with higher income or consumption. Parameter E1 represents the 

contribution of microfinance access to selected outcomes. Meanwhile, parameter E2 

designates the impact of loan volume to selected outcomes. It is expected that the access to 

microfinance services will improve the members’ welfare. Parameter E3, which represents 
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the additional impact of loan volume on microfinance participants, is expected to have a 

negative sign with E1 and E2 due to the law of diminishing marginal returns. Parameter E4 

represents the relationships between selected household characteristics and welfare 

indicators. With the availability of pseudo-panel or genuine panel data in the current study, 

unobserved individual characteristics (μi) can be eliminated using a FE estimator. 

For sensitivity analysis, a mixed-process specification is applied. The specification is 

represented by the SUR proposed by Roodman (2014). In particular, this estimator can 

mitigate the impact of selection bias by estimating both the microfinance impact in 

Equation 5.1 and the following microfinance participation equation: 

MFit = β5Zit + μi + ξit     (5.2) 

where Zit is exogenous variables (i.e. household characteristics and community 

characteristics), μi is a vector of time-invariant unobservable factors such as those which 

have been described previously and ξit is the error term. The selection bias (if any) will be 

represented by the significance of the correlation coefficient of the error terms in Equations 

5.1 and 5.2 as both include the individual unobservable characteristics (μi) . The 

significance of this correlation coefficient can be used as a test for selection bias in 

Equation 5.1. The main advantage of this estimator compared with the traditional SUR is 

that the impact equation and participation equation can have different formats (e.g. 

continuous, binary or categorical). 

5.3.2. Variable selection 

Given the available data, which have been addressed in Section 3.2 and 3.3 of Chapter 3, 

the current study focuses on analysing the impact of microfinance on per adult-equivalent 

consumption and income, and the household poverty status. To examine whether or not a 

household, after having access to microfinance, can escape from poverty, the international 

poverty line of $1.25 PPP per person per day is used to represent the household poverty 
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status. It is expected that the more households have access to microfinance the less likely 

they are to remain poor. 

Income is one of the monetary measures of poverty. Households will be able to purchase 

more goods or services to meet their needs if their income increases. In other words, the 

risk of being poor is likely to be less if their income rises. Information on household total 

income is available in the data. However, income tends to fluctuate and be affected by 

inflation, unemployment or other economic shocks. In addition, information about income 

can be too sensitive to share or report to outsiders, and hence, measurement errors can be an 

issue. Moreover, to have accurate information of income, a basic knowledge of 

bookkeeping is necessary to record revenues and costs. Also, a larger household is more 

likely to have higher income, but the capacity to generate income varies with age and 

gender. For example, children and dependent persons may not be able to generate any 

income. Thus, the standard measure of average income, which uses total income divided by 

household size, may underestimate the income-based living standard of households. To 

overcome this challenge, household income is converted to per adult-equivalent income 

using the OECD scale, which is measured as the total income divided by the square-root of 

household size (White & Masset, 2002).  

Data distribution of per adult-equivalent income is highly skewed. Also, the data contain a 

number of extreme values of per adult-equivalent income and consumption that can be 

considered as outliers and need to be treated. For example, the mean of per adult-equivalent 

income is VND 17,564,970 and is greater than the median, which is VND 11,964,430. 

Also, the maximum per adult-equivalent income of VND 4,517,990,000 is more than 165 

times higher than the standard deviation. More details of these descriptive statistics are 

provided in Table A5.1 of Appendix 15. 

Haughton and Khandker (2009) argued that in developed countries, consumption is a better 

poverty measurement than income. The reason is that income tends to fluctuate over time 

while consumption, especially basic needs, is more stable. Another reason that makes 
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information on consumption more reliable than that on income is that interviewees are 

more willing to report their spending than their income. However, for spending on 

luxurious or illicit items, for example, they tend not to report or under-report the real 

spending. If this is the case, poverty reduction will be overstated. Moreover, consumption 

can be affected by age and gender. For example, adults who are of working age tend to 

have a higher consumption level than dependants. In contrast, children may spend more on 

education than adults or elderly people. Taylor-Gooby (1985) found that the consumption 

of married women was lower than that of married men. Therefore, per capita consumption 

may not provide a full insight into household living standards (Deaton, 1997). Similarly, 

total consumption is converted to per adult-equivalent consumption using the OECD scale. 

It is expected that household consumption levels will be positively associated with the level 

of access to microfinance. Data distribution of per adult-equivalent consumption is more 

convergent than that of the income. However, it is still skewed and contains a variety of 

outliers that need to be eliminated. For example, the maximum per adult-equivalent 

consumption is VND 297,636,000, approximately 24.5 times higher than the standard 

deviation. 

To create comparable characteristics between treatment (microfinance members) and 

control (non-microfinance members) groups, outliers of key variables such as income, 

consumption and loan volume are identified and removed from the panel data. For 

example, income or consumption per adult equivalent which is equal to or above a 

threshold of VND 50 million ($2,500) per year, may be affected by measurement errors, 

and are considered as outliers since they were almost two times the Vietnam GDP per 

capita at the time of the surveys (The World Bank, 2014b). Fortunately, households with 

per adult-equivalent income and consumption greater than the threshold represent only 4.53 

and 1.49 per cent of the sample, respectively. Households with zero income or consumption 

are also eliminated from the panel data because of possible measurement errors (i.e. 

surviving without consumption or income violates the basic rule of "no free lunch" in 

economics). After having the outliers and zero values removed from the data, data 
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distribution of these variables is more symmetrical and is presented in Figure 5.1. In 

addition, data distribution of the variables in log form is described in Figure 5.2. 

 

 

Figure 5.1. Distribution of adult-equivalent income and consumption without outliers and 

zero values. 

Source. Derived from the VHLSS pseudo-panel data set. 

 

The first independent variable to be selected for the current analysis is the access to 

microfinance. Since the data do not include this information, it is assumed that a household 

has access to microfinance if they have obtained concessional loans from the VBSP and the 

PAPs with a volume not greater than VND four million, which is the average loan volume 

provided by MFIs (Mix Market, 2014b). 
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Figure 5.2. Data distribution of log of adult-equivalent income and consumption. 

Source. Derived from the VHLSS pseudo-panel data set. 

 

Credit programs, especially loans, are fundamental for poverty reduction. The poor can 

obtain loans to smooth consumption, or to invest to generate income. It is expected that the 

larger the loans that the poor can obtain, the less poor they become. Loan volume is used to 

represent loans. Loan volume provided by different providers is not identical. Loan 

providers in the VHLSS can be classified into ten loan sources as follows: private money 

lenders, relatives, other individuals, RCAs, private banks, bank for the poor, other 

government banks, cooperatives, PAPs and others. Individual loans obtained from different 

sources and by different family members are aggregated to be loan volume of the family. In 
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Vietnam, especially in rural areas, household members pool their resources and share 

decisions in production and income distribution. Therefore, loans are often pooled to invest 

or consume for the benefit of the whole family. Additionally, due to the fungibility of 

money, it is very difficult to separate the impact of loans from different sources once they 

are pooled. 

Data on loan volume are highly skewed and contain a number of outliers that need to be 

treated. For example, the mean is VND 66,173,000 and is greater than the median, which is 

VND 6,634,178. The maximum loan volume is VND 5,587,893,000 - almost 65 times 

higher than the standard deviation. 

All outliers of loan volume are omitted from the panel data to make the characteristics of 

microfinance members and non-microfinance members comparable. Based on the average 

loan volume obtained from the MIX market and information from the interviews, any loan 

volume that is greater than VND 50 million should not be considered as microfinance loans 

provided for the purposes of poverty reduction. The outliers of loan volume to be removed 

only account for almost 4.25 per cent of the sample. Data distribution of this variable and 

its log form are shown in Figure 5.3. 

To analyse the impact of loan volume among microfinance members, an interaction 

variable between the access to microfinance and concessional loans (MF*L) is constructed. 

It is expected to have a minimal impact on household outcomes due to its small magnitude. 
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Figure 5.3. Distribution of loan volume without outliers and with its log form. 

Source. Derived from the VHLSS pseudo-panel data set. 

 

Household head characteristics such as gender, age, ethnicity and education (represented by 

number of years spent in school) are all expected to have an impact on household 

outcomes. For example, a household led by a male is believed to have better outcomes than 

that led by a female because in conservative societies like Vietnam, males are default 

household heads, except in disadvantageous situations such as divorce, separation or when 

the male has passed away. In terms of the household head age, the more mature the 

household head the better the expected household outcomes. However, as the household 

head ages, diminishing marginal return effects are also expected. Thus, the overall impact 

of age of household heads may be uncertain. Similarly, a well-educated household head is 
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believed to be associated with better outcomes. Regarding household head ethnicity, it has 

been observed that households with a Vietnamese or Chinese head are more prosperous 

than other households (Baulch, Truong, Haughton, & Haughton, 2007; Epprecht, Müller, & 

Minot, 2011; Teerawichitchainan & Phillips, 2008). Therefore, these two ethnicities are 

classified into one group and the remainder into another group. 

Household characteristics such as size and residential location are believed to have an 

impact on the selected outcomes. Larger households tend to have higher consumption. 

These families also may have higher income, depending on the number of dependants. 

Since the distribution of household size is also skewed, its logarithm form is taken. Urban 

residents with higher living standards and more job opportunities are believed to have 

better outcomes and less likely to be poor than rural residents. 

5.3.3. Descriptive statistics 

The data used for the current pseudo-panel analysis are drawn from the VHLSS 1992, 

1998, 2002, 2004, 2006, 2008 and 2010. Details of these surveys and the data construction 

have been addressed previously. Since the VHLSS are general-purpose surveys, 

questionnaires relating to financial information (e.g. loans and savings) were only 

conducted with a smaller set of samples (e.g. 1,000 households in 2002 and 2010). Thus, 

the final data set includes only 15,000 households with valid credit information. 
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Table 5.1. Mean Differences between Poor Households and Non-Poor Households in the 

VHLSS 1992-2010 Pseudo-Panel Data 

 
Mean 

 
Non-poor Poor 

Household head gender (1=male) 0.65 0.74 
Household head ethnicity (1=VNa or CNb) 0.87 0.69 
Household head age (years) 40.76 42.13 
Household residential location (1=urban) 0.23 0.09 
Household size (persons) 4.53 5.25 
Household head school years 6.62 5.29 
Adult-equivalent consumption 13,448.40 5,175.11 
Adult-equivalent income 16,866.26 4,392.78 
Loan volume 9,060.61 4,340.77 
Savings 8,281.14 2,391.06 
Asset expenditure 18,102.53 7,998.97 
Durable goods expenditure 3,316.85 2,851.70 

Note. aVietnamese and bChinese. All currency measures are in VND 1,000 at 2004 prices. 

The t-test results of all variables are significant at the one per cent level. 

Source. Calculated from the VHLSS 1992-2010 pseudo-panel data set. 

 

As expected, most households were headed by males, regardless of their poverty status. 

However, it is surprising that the proportion of male-headed households was higher among 

the poor group. It was also expected that the proportion of households with a Vietnamese or 

Chinese head would be lower in the poor group. The average age of household heads for 

both groups was similar and suggested that they were in the productive age group. 

Although the magnitude of age difference was minimal, the relatively large number of 

observations made the mean test statistically significant. The ratio of non-poor households 

in urban areas was almost 2.6 times greater than that of poor households. In the country, 

prosperous households tend to move to urban areas where better living standards and better 

job opportunities are accessible. Household heads of non-poor families were better 

educated than those of poor households though the average years of schooling of both 

groups were below the secondary school level. In terms of consumption, income and 
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savings, non-poor households had far better living conditions than poor households. 

Specifically, per adult-equivalent consumption, and the income of a non-poor family was 

almost 2.6 times, and more than 3.8 times higher than that of a poor household, 

respectively. A non-poor household consumed almost 80 per cent of what they earned 

while a poor household consumed everything they earned. Since non-poor households only 

consumed a part of their income, they were also able to spend more on assets and durable 

goods and also save more than their poor counterparts. Since non-poor households had 

more access to concessional and non-concessional credit sources, loan volumes of these 

households were significantly greater (more than two times) than those of poor families. 

More details of these descriptive statistics are provided in Table A5.2 of Appendix 16. 

Generally, microfinance member households are poor before joining microfinance 

programs. Table 5.2 compares the mean of microfinance member households with non-

microfinance member households. 

The descriptive statistics show that male household heads still out-numbered female heads 

in both the microfinance member group and non-microfinance groups. Similarly, 

households with a Vietnamese or Chinese head, which are believed to be more prosperous 

than other households, still dominated other households in both groups. Also, the 

domination of households with a Vietnamese or Chinese head in the non-microfinance 

group was greater than that of other households. The household head average age of the 

two groups was similar and they were in the productive age group. Only 14 per cent of 

microfinance households surveyed lived in urban areas in comparison to 16 per cent of non-

microfinance, reflecting the census result that approximately 80 per cent of the Vietnamese 

population were rural dwellers. 

Non-microfinance household heads spent more time in school than their counterparts, but 

neither had finished secondary school. Non-microfinance households were more prosperous 

than their microfinance counterparts in terms of consumption, income and savings. For 

example, per adult-equivalent consumption and income of non-microfinance households 
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were roughly 20 per cent greater than those of microfinance households. Both groups 

consumed more than 80 per cent of their income. 

Table 5.2. Mean Differences between Microfinance Member Households and Non-

Microfinance Member Households in the VHLSS Pseudo-panel Data Set 

 
Mean 

 
Non-MFa MFb 

Household head gender (1=male) 0.69 0.65 
Household head ethnicity (1=VNc or CNd) 0.81 0.75 
Household head age (years) 40.59 39.02 
Household residential location (1=urban) 0.16 0.14 
Household size (persons) 4.78 4.77 
Household head school years 6.14 5.69 
Adult-equivalent consumption 12,412.20 10,379.92 
Adult-equivalent income 14,625.30 11,883.87 
Loan volume 8,804.96 2,606.87 
Savings 5,103.37 3,570.53 
Asset expenditure 7,310.69 3,816.43 
Durable goods expenditure 2,473.32 2,022.46 

Note. aNon-microfinance member household, bMicrofinance member households, 
cVietnamese and dChinese. All currency measures are in VND 1,000 at 2004 prices. 

The t-test results of all variables are significant at the one per cent level, except the 

“Household size”. 

Source. Calculated from the VHLSS 1992-2010 pseudo-panel data set. 

 

Non-microfinance households spent more on fixed assets and durable goods and saved 

more than microfinance households. Although earning less and spending more than other 

households, microfinance households still managed to save VND 3.5 million per year. 

More details of these descriptive statistics are provided in Table A5.3 of Appendix 17. 
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5.4. Results and Discussion 

The FE results show that both the value of loans and the access to microfinance have a 

positive and significant impact on income and consumption per adult equivalent. Since the 

natural logarithm on both sides of the equation is taken to mitigate the impacts of their 

skewed distribution, parameters of continuous variables are interpreted as elasticities. 

Marginal effects on poverty status are presented to avoid difficulties in interpreting results 

of probit regressions. 

 

Table 5.3. The Impact of Microfinance on Poverty Reduction (FE) 

Variables Income Consumption Poverty status 
Microfinance access (1=yes) 0.347*** 0.686*** -0.152 
Loan volume (log) 0.149*** 0.231*** -0.105*** 
Interaction term between loan 
volume and MF access (log) 

-0.043*** -0.079*** 0.019 

Household head gender 
(1=male) 

0.006 0.027*** -0.015 

Household head age (log) 0.237*** 0.246*** -0.170*** 
Household head school years 0.035*** 0.037*** -0.021*** 
Household head ethnicity 
(1=VNa or CNb) 

0.193*** 0.197*** -0.141*** 

Household residential 
location (1=urban) 

0.272*** 0.170*** -0.048*** 

Household size (log) 0.100*** 0.060*** 0.216*** 
Year dummy for 1998 0.081*** 0.205*** -0.002 
Year dummy for 2002 -0.050** 0.578*** -0.069*** 
Year dummy for 2004 0.378*** 1.096*** -0.269*** 
Year dummy for 2006 0.519*** 1.258*** -0.384*** 
Year dummy for 2008 0.672*** 1.335*** -0.394*** 
Year dummy for 2010 1.019*** 1.489*** -0.258*** 
Constant 5.728*** 4.464***  
N 14442 14435 14241 
Adj. R2 0.605 0.575 0.505 

Note. aVietnamese and bChinese. 

***, **, and * represent 1, 5, and 10 per cent significance level, respectively. Marginal 

effects are reported in the last column. 
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Source. Calculated from the VHLSS 1992-2010 pseudo-panel data set. 

 

In particular, the results show that a one per cent increase in loan volume leads to a 0.15 per 

cent increase in per adult-equivalent income and a 0.23 per cent increase in per adult-

equivalent consumption for non-microfinance households. Since the impact of the 

interaction term on consumption and income is negative and significant, it reduces the 

magnitude of the impact of the loan volume on consumption and of microfinance members. 

For example, a one per cent increase in loan volume leads to a 0.106 per cent  (0.149-

0.043) increase in per adult-equivalent income and a 0.152 per cent (0.213-0.079) increase 

in per adult-equivalent consumption for microfinance households. Loan volume also affects 

poverty status significantly. Specifically, an additional one per cent increase in loan volume 

is associated with a reduction in the probability of being poor by 10.5 percentage points. 

However, the interaction term creates no additional effect on poverty reduction for 

microfinance clients. In addition, compared to non-microfinance households, per adult-

equivalent income and per adult-equivalent consumption of microfinance households is 41 

per cent (i.e. e0.35-1) and 99 per cent (i.e. e0.69-1) greater. This evidence suggests that 

consumption smoothing may be a stronger impact of microfinance, compared to income 

generation. However, it is believed that the low consumption level (approximately $700 per 

adult equivalent per year) of households in the sample would make a substantial increase in 

percentage possible (i.e. credit input follows the law of diminishing marginal returns in the 

household production function). The findings of the current study on the impact of 

microfinance on household outcomes are in line with those of Pitt and Khandker (1998), V. 

C. Nguyen (2008), Lensink and Pham (2012) and Khandker and Samad (2014). 

A positive impact of most other exogenous parameters on income and consumption is also 

as expected. For example, households headed by a male have higher per adult-equivalent 

consumption than those headed by a female, but this impact on per adult-equivalent income 

and poverty reduction is not significant. Households with a mature head generate greater 

income, consume more and face a lower probability of being poor than households with a 
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younger head. However, this effect is believed to follow the law of diminishing marginal 

returns. Similarly, households with a head who spends more years in school have higher 

income and consumption, and are less likely to be poor. Income and consumption of 

households with a Vietnamese or Chinese head are greater than those of other households. 

Households that reside in urban areas, where better living conditions and job opportunities 

are available, have higher income and consumption than rural dwellers. The impact of 

household size on income and consumption, and poverty status is not certain. Larger 

households can mobilize more labourers to production activities than smaller households, 

but this effect is believed to follow the law of diminishing marginal returns. Also, 

households with more dependants (e.g. young children or senior persons) may face more 

difficulties in improving livelihood than those with fewer dependants. The results show that 

household size has a significant impact on household outcomes. Specifically, larger 

households have higher consumption, generate higher income, but face a higher probability 

of being poor than smaller households. The increasing magnitude of the coefficients of year 

dummies also suggests that the living standards (represented by real income and 

consumption) improved during the study period (the first survey year in 1992 was selected 

as the reference period). A number of exceptions included 1998 where the rate of poverty 

reduction was not significantly different from the reference year; 2002, where real income 

per adult equivalent was lower than that of 1992 by 4.7 per cent (i.e. e-0.05-1); and 2010, 

where the magnitude of poverty reduction was lower (in absolute value) than that of 2008. 

The main findings of the current analysis may appear to be counter-intuitive and contradict 

previous studies such as Quach et al. (2005). However, due to the short time frame of their 

data set, Quach and colleagues were not able to control for the trend via year dummies as is 

applied in the current study. Thus, one explanation is that the impact of poverty reduction 

may be outweighed by the growth of the economy, represented by year dummies.  

A mixed process of SUR is performed for sensitivity tests. The results obtained from SUR 

are almost the same as those produced by the FE estimator (Table 5.4). Specifically, 

participation in microfinance is associated with an increase in income and consumption but 
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its impact on poverty reduction is not significant. This could be explained that microfinance 

clients were poor before joining microfinance. Participating in microfinance could help 

them improve consumption and generate more income, but could not lift them out of 

poverty. Loan volume still has a significant impact on per adult-equivalent income and 

consumption, and poverty reduction of households. The interaction term creates no 

additional impact on poverty status and per adult-equivalent income of microfinance 

households. Since the impact of the interaction term on consumption is negative and 

significant, it reduces the magnitude of the impact of loan volume on per adult-equivalent 

consumption of microfinance households. Nevertheless, the net impact remains positive: a 

one per cent increase in loan volume is associated with a 0.191  (0.245-0.054) per cent 

increase in per adult-equivalent consumption for microfinance members. 

  



 

 

 

 

94 

Table 5.4. The Impact of Microfinance on Poverty Reduction (SUR) 

Variables Income Consumption Poverty status 
Microfinance access (1=yes) 0.395*** 0.710*** -0.104 
Loan volume (log) 0.176*** 0.245*** -0.064*** 
Interaction term between loan 
volume and MF access (log) 0.004 -0.054** 0.019 

Household head gender 
(1=male) -0.004 0.021 -0.011 

Household head age (log) 0.235*** 0.244*** -0.113*** 
Household head school years 0.036*** 0.037*** -0.014*** 
Household head ethnicity 
(1=VNa or CNb) 0.191*** 0.196*** -0.086*** 

Household residential 
location (1=urban) 0.273*** 0.171*** -0.032*** 

Household size (log) 0.100*** 0.060*** 0.142*** 
Year dummy for 1998 0.077*** 0.203*** -0.003 
Year dummy for 2002 -0.263*** 0.467*** -0.085** 
Year dummy for 2004 0.404*** 1.110*** -0.277*** 
Year dummy for 2006 0.560*** 1.279*** -0.351*** 
Year dummy for 2008 0.715*** 1.358*** -0.370*** 
Year dummy for 2010 1.040*** 1.500*** -0.406*** 
Constant 5.416*** 4.301***  
N 14442 14442 14370 
�U -0.613*** -0.201*** -0.188 

Note. aVietnamese and bChinese. 

***, **, and * represent 1, 5, and 10 per cent significance level, respectively. 

Marginal effects are reported in the last column. 

Source. Calculated from the VHLSS 1992-2010 pseudo-panel data set. 

 

The correlation coefficient (U) of the error terms in equations 5.1 and 5.2 is significant for 

income and consumption but not significant for poverty status. This evidence implies that 

using standard regressions to estimate the impact of microfinance on income and 

consumption may produce biased results. 
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5.5. Conclusion 

In this chapter, a pseudo-panel data set is constructed from the VHLSS 1992-2010 to 

examine the impact of microfinance on household outcomes using a FE specification. The 

results show that access to microfinance is positively and significantly associated with per 

adult-equivalent income and consumption. Loan volume significantly increases per adult-

equivalent income and consumption for both non-microfinance and microfinance 

households, but it only helps reduce the poverty of microfinance clients. 

The impact of other factors is mostly as expected. Specifically, households with a mature 

head have higher income and consumption, and a lower probability of being poor than 

those with a younger head; households with a head who spends more years in school 

generate higher income, consume more, and face a lower probability of being poor; 

households with a Vietnamese or Chinese head have higher income and consumption, and a 

lower probability of being poor; urban residents have higher income and consumption, and 

a lower probability of being poor than rural residents; larger households have higher 

income and consumption, but a higher probability of being poor than smaller households; 

and living conditions were improved significantly during the study period. The results are 

robust in the choices of estimates in order to address the selection bias in microfinance due 

to unobserved individual effects. 
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CHAPTER 6. THE IMPACT OF MICROFINANCE ON POVERTY 
REDUCTION IN VIETNAM: EVIDENCE FROM THE VHLSS 2002-

2008 GENUINE PANEL DATA 

 

6.1. Introduction 

In the previous chapter, a pseudo-panel data set from the VHLSS 1992-2010 was 

constructed to examine the impact of microfinance on poverty reduction. The results show 

that access to microfinance is associated with a 42 per cent increase in per adult-equivalent 

income and almost a 100 per cent increase in per adult-equivalent consumption. However, 

its impact on poverty reduction is not significant. Also, households with large loans are 

associated with a higher level of consumption and income, and less likely to be poor. 

Although pseudo-panel data approach has obvious advantages, which have been address in 

Chapter 5, it also has a number of disadvantages. The pseudo-panel data are constructed by 

averaging stable characteristics in each cohort. Therefore, the analysis is not able to 

investigate variations within cohorts (Fields & Viollaz, 2013). Pseudo-panel data may also 

suffer either from small sample issues or representative issues of characteristics because the 

number of observations and variables will reduce substantially after taking the cohort 

average (Antman & McKenzie, 2007). Although the author of the current research has tried 

to overcome this limitation by using cohort dummies rather than averaging the 

characteristics in the cohorts in the analysis, the inability to control for unobserved 

heterogeneity at the individual level (rather than at the cohort level) remains. In this 

chapter, a genuine panel data set from the VHLSS 2002-2008 is constructed to analyse the 

impact of microfinance poverty reduction. An FE estimator is applied to compare the 

findings with those in previous studies that used the same data set. To capture the impact of 

previous interventions or outcomes on the current outcomes, a dynamic analysis is also 

conducted, which has not previously been used in Vietnam for microfinance assessment. 
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Previous studies using the VHLSS panel data mostly found positive and significant impacts 

of microfinance. An analysis, conducted by V. C. Nguyen (2008), using a panel data set 

constructed from the VHLSS 2002-2004 and an IV FE model to examine the impact of the 

VBSP loans on household outcomes showed that for every VND 1,000 increase in loan 

volume, household per capita expenditure increased by 0.021 per cent, and per capita 

income increased by 0.029 per cent, both at the one per cent significance level. On average, 

households with VBSP loans increased their per capita consumption by 102 per cent (e0.702-

1), and per capita income by 1.6 times; both were significant at the one per cent level. 

Although the VBSP loans appeared to improve the client livelihood, the author found that 

non-poor households had a greater chance to borrow and they obtained larger loans. This is 

a well-designed study, but a number of improvements could be made. Firstly, poverty 

status (reported by local authorities) used as IVs is debatable because it can correlate with 

the error terms in outcome equations. Similarly, close proximity to banks makes it more 

convenient for households to obtain loans, but does not necessarily affect the proposed loan 

volumes. Secondly, the use of data at the individual level implicitly ignores the fungibility 

of money. Specifically, once all resources of the family, including credit, are pooled, it is 

not realistic to separate the effects of individual loans from different sources and how the 

loans contribute to household outcomes. Finally, all loans of the VBSP were assumed to be 

micro loans. In practice, the VBSP also provided larger loans for other purposes such as 

investment or housing (Banking with the Poor Network, 2004c). If this issue is not 

considered, the results may over-estimate the impact of the VBSP credit on household 

outcomes. 

The VBSP credit appears to have a positive and significant impact not only on household 

income and consumption, but also on household business outcomes. Another study using 

an IV FE model and a panel data set constructed from the VHLSS 2004-2006 suggested 

that by obtaining loans from the VPSP, households were able to increase profits by 25 per 

cent at the one per cent significance level. Also, an increase of one VND million in loan 

volume was significantly associated with a 4.8 per cent increase in household profits 
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(Lensink & Pham, 2012). However, these results were reported from two separate 

regressions (one regression used dummy variables for clients of the VBSP and the other 

regression used loan volume as treatment variables), and thus the results would possibly be 

over-estimated. It is argued that both measures of treatments (loan volume and membership 

dummy) and their interactions should be included in the analysis to provide a more precise 

estimate of the VBSP loan effects. In addition, the use of “Access to credit” as an IV is also 

debatable since it correlates with the outcomes (i.e. profits). 

The impact of the VBSP credit has also been examined in particular areas – rural areas of 

the Mekong River Delta. An analysis using a panel data set created from the VHLSS 2006-

2008 and applying a similar technique used by V. C. Nguyen (2008), indicated that the 

VBSP borrowers in the Mekong River Delta had higher per capita expenditure than their 

counterparts in the entire nation. For example, per capita expenditure of the VBSP 

borrowers in the Mekong River Delta was 729 (e2.115-1) per cent higher than that of non-

borrowers in the same region and 311 (e1.414-1) per cent higher than that of all clients of the 

VBSP in the nation. Loan volume also had a significant and positive impact on per capita 

expenditure. For example, a one per cent increase in loan volume was associated with a 

0.35 and 0.31 per cent increase in per capita expenditure for the VBSP borrowers in the 

Mekong River Delta and in the whole of Vietnam, respectively. They also found that the 

impact of the VBSP loans on household per capita income was positive and significant for 

both samples, but the impact for the borrowers in the Mekong River Delta was greater than 

that of the borrowers in the entire nation (Phan et al., 2013). A number of points in this 

study could be improved or made clearer. Firstly, the IVs used are the same as those 

applied by V. C. Nguyen (2008) and there is a concern that these IVs may not be valid. 

Secondly, the dummy variable for participation in the credit program and the continuous 

variable for the loan volume should be combined in one equation to capture their total 

effects on income or consumption instead of adding them in separate equations, and hence 

the results may suffer from omitted variable bias. Thirdly, the assumption that all loans 

provided by the VBSP were microcredit could, in fact, be erroneous. Notably, the 
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magnitude of the impact of credit participation on expenditure and income for both samples 

was abnormally high and these results were not interpreted nor explained fully in this study. 

It can be seen that none of the previous studies have been able to construct a long panel 

data set from 2002 to 2008. A number of them merely used the data at the individual level, 

rather than at the household level, such as V.C. Nguyen (2008). The VBSP provides a 

broad range of loan volumes for different purposes from micro loans with an average 

volume of VND 4 million to business loans with an average volume of VND 200 million 

(Banking with the Poor Network, 2004c; Lensink & Pham, 2012). However, previous 

studies assumed that all loans provided by the VBSP were microfinance loans. In general, 

the ability of adults to generate income is different from that of children. Similarly, the 

consumption level of adults and children is not similar. Therefore, the use of per capita 

income or consumption in those studies may not reflect the differences between these 

groups. The common method used in previous studies was static analysis with the 

domination of FE estimators and IVs. This approach has the advantage of addressing the 

source of endogeneity, which is caused by time-varying individual unobserved 

characteristics and reverse causality. However, the choice of IVs in previous studies is 

debatable with regard to validity. More importantly, static specification does not allow 

long-term impacts of credit to be examined. It also ignores the effects of capital and skills 

accumulation (i.e. effects of previous outcomes on the current outcomes). 

The current study contributes to the literature in several ways. Firstly, by defining a 

microfinance participant as a borrower who obtained any loan not greater than VND 4 

million (the average loan volume provided by MFIs reported to the Mix Market) from 

concessional sources (the VBSP and the PAPs), it is possible to provide more relevant 

estimates of the impact of the microfinance industry on poverty reduction in Vietnam. 

Secondly, by considering the fungibility of money, a VHLSS panel data set at household 

level is constructed. This is also the first study to construct a panel data set from VHLSS 

2002-2008. Thirdly, the dynamic relationship between access to microfinance and 

outcomes of households is examined using the GMM framework. To the best of the 
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author’s knowledge, this is the first study that has examined the effects of microfinance in a 

dynamic setting in Vietnam. In addition, it is the first study that has applied the 

international poverty line of $1.25 PPP per person per day to analyse the impact of 

microfinance on poverty reduction in Vietnam. The application of the international poverty 

line allows for the results of the current study to be compared easily with those from 

international studies. 

The structure of this chapter is as follows: Section 6.2 addresses methodology. Section 6.3 

introduces data description and variable selection. Section 6.4 presents results of the 

analysis and discussion. Section 6.5 draws conclusions.  

6.2. Methodology 

6.2.1. Static specification 

Equations to be used for the static analysis in this section are similar to Equations 5.1 and 

5.2 in Chapter 5. These equations are used to address the endogeneity of microfinance. 

Sources of endogeneity can be variable exclusion, measurement errors or simultaneity 

(Wooldridge, 2012). Due to the presence of unobserved individual characteristics in the 

equation of outcomes (5.1) and the equation of microfinance access (5.2), error terms in 

these two equations are correlated, and as a result, estimators may be biased. In particular, 

in microfinance assessment, the issue of omitted variables can be the presence of household 

or community unobserved characteristics (μi) such as risk attitude or entrepreneurial skills. 

For example, poor people are more likely to be risk-adverse and, therefore, less likely to 

invest in risky but high return businesses. As a result, it is difficult for them to escape from 

poverty. Similarly, measurement errors can lead to biased results. For example, if an 

independent variable is measured with systematic noise and included in the model, both the 

independent variable and the error term may correlate with the noise. As a result, the 

estimation may be biased. Consequently, due to their lack of proper book-keeping practice, 

poor families are more likely to miscalculate or misreport their loan interest rates as 
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different loan terms having different interest rates. Regardless of the source of endogeneity, 

the consequence is likely to be biased estimates.  

To overcome endogeneity issues, a number of options are available. One of the options is to 

apply randomised-control experiments. With this approach, researchers randomly and 

secretly select individuals identically for control groups (those who are eligible to 

participate in interventions like microfinance, but are not selected) and treatment groups 

(those who are eligible and chosen to participate in interventions). The impact of 

interventions (e.g. microfinance services) is then examined by comparing the outcomes or 

performance of the two groups (Bloom, 2006; Kempthorne, 1952; Kirk, 1982). The 

randomised selection of the two groups can mitigate bias caused by endogeneity. In theory, 

the controlled and treated groups are identically and randomly selected and, therefore, there 

is no unobserved difference between the two groups. In other words, there is no 

endogeneity issue. Due to the high requirement for time and resources, randomised control 

trials have not become mainstream in social science research, but recent microfinance 

impact studies have applied this approach (Banerjee et al., 2013; Gine & Karlan, 2008; 

Gine & Karlan, 2007; Karlan et al., 2010). Moreover, the VHLSS are designed for general 

purposes, not for microfinance assessments. Therefore, it is impossible to form the control 

and treatment groups. 

Another method to treat endogeneity issues is to apply IVs. The IV must not be one of the 

explanatory variables and must not be correlated with the error term, but must be correlated 

with the endogenous explanatory variables. The IV then will be used to analyse its impact 

on the dependent variable. For example, in the economics specification, a suitable IV is one 

that correlates with the independent variable (microfinance) and does not correlate with the 

outcomes and the error term. Wooldridge (2012) showed that when the independent 

variable and the IV (it corresponds to) are weakly correlated (i.e. weak IV) the IV estimator 

can be biased, even if the IV and the error term are not correlated. The loan interest rate is 

found to be a potential IV as it correlates with the loan volume in accordance with the law 

of demand. However, the interest rate may be a poor IV as it can affect both the 
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independent variable (high interest rate may only attract risk-loving borrowers with high 

risk projects) and the outcomes (high interest rate may reduce income of borrowers, ceteris 

paribus). In addition, the interest rates of some providers were significantly higher or lower 

than those of other providers or the base interest rates of the SBV. These interest rates are 

suspected as misreported. For this reason, interest rate is not a valid IV. Since information 

of distance from households to the nearest banks is not available in the VHLSS panel data 

set, it cannot be deployed as an IV, as applied by V. C. Nguyen (2008). Also, the self-

reported poverty status in the data is subjective and not suitable to be used as an IV. Several 

attempts have been made to find an applicable IV in the VHLSS data, but none has been 

successful. A FE approach appears to be the sole method to overcome endogeneity issues. 

Either FD or FE estimators can be chosen to overcome endogeneity issues. These two 

estimators are identical if only one wave of data is available, but if more than two waves 

are available, FE is preferred. With the use of FE regressions and the availability of panel 

data, any time-invariant (observable and unobservable) variable will be eliminated. Since 

unobserved household characteristics such as attitude toward risks or business skills are 

assumed as unchanged over time, they will be removed by using FE estimators. Also, for 

the same reason, any observable variable that is constant over time cannot be added to the 

model. 

6.2.2. Dynamic specification 

In static specifications, the independent variables are assumed to affect the outcome 

variable in the same period. This is the specification that most previous microfinance 

impact studies applied. However, it is possible that effects of participation in microfinance 

will take some time to emerge. Also, past outcomes (e.g. income and wealth) may have 

feedback effects on the current outcomes due to factors such as accumulation of skills and 

capital. Such effects should be examined via a dynamic specification. 
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Given that the VLHSS data were collected every two years and the relatively small size of 

microfinance loan volume, it is expected that one lag would be the most suitable 

specification for a dynamic panel data model as follows: 

Yit = β0Yi,t−1 + β1MFi,t−1 + β2Li,t−1 + β3(MFi,t−1 ∗ Li,t−1) + β4Hit + μi + εit (6.1) 

where Yi, t-1 is outcomes of the ith household, but in previous periods; t=2, 3, …, T. Other 

variables and parameters have been addressed previously. 

Bond (2002) showed that neither the ordinary least squares estimator (OLS) nor the FE 

estimator can provide unbiased and consistent results from Equation 6.1. In particular, OLS 

will overestimate the effects since it omits unobserved characteristics (μi). By contrast, a 

FE estimator will underestimate the effects because it eliminates both observed and 

unobserved time-invariant covariates. Therefore, Bond (2002) suggested that an estimator 

producing parameters of the lag outcomes sandwiched between those produced from OLS 

and those generated from FE estimators should be reliable. 

FD transformation will remove (μi) in Equation 6.1, but the differenced lagged dependent 

variable and endogenous variables still correlate with the differenced error term. Arellano 

and Bond (1991) argued that the second lag (or higher) could be used as IVs for the first 

difference transformation of Equation 6.1. Thus, employing a second or higher lags as IVs, 

and using a general method of moments framework (this approach is also referred to as 

“difference GMM”), the first differenced transformation can be estimated consistently. One 

problem with the difference GMM is that the time-invariant observable covariates will be 

eliminated in a FE estimator. Also, lag of level (untransformed) dependent variables are 

weak instruments for differenced lag dependent variables. Blundell and Bond (1998) 

proposed a system GMM estimator that uses both level and lags of additional covariates 

IVs for differenced endogenous variables in Equation 6.1. Thus, time-invariant observable 

covariates (e.g. ethnicity and gender) remain in the analysis and more IVs will be made 

available. Since this estimator uses both differenced and level lags as IVs, this is referred to 

in the literature as “system GMM”. Results of a Monte Carlo experiment presented by 
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Blundell and Bond (1998) showed that the system GMM estimator provided substantial 

improvement over results by the difference GMM estimator. The additional benefit of this 

estimator is that it can be estimated consistently when more than one covariate is 

endogenous. In this case, the second lag or higher of the covariates can also be used as 

instruments for these endogenous variables. If the covariates are assumed to be pre-

determined then the first lag onwards can be used as IVs. A potential issue with this 

estimator is that too many IVs are available, which can lead to over-identification problems 

(Roodman, 2009). A Sargan’s test of difference, which is defined as the difference between 

Sargan statistics under a stronger assumption (i.e. covariates are strictly exogenous) and 

those under a weaker assumption (i.e. covariates are endogenous or pre-determined), can be 

applied to identify the desirable number of IVs (Bond, 2002). Another issue with this 

estimator is that standard errors of the estimates can be biased downwards, and hence the 

finite sample correction proposed by Windmeijer (2005) is applied in the current study to 

address this issue. 

6.3. Data and Variable Selection 

6.3.1. Data overview and the construction of the panel data 

6.3.1.1. Data overview 

The data used in the current study are drawn from the VHLSS. The current analysis focuses 

on the household level, assuming that household members pool resources (e.g. credit) and 

share outcomes (e.g. consumption bundles). For example, the wife and husband can obtain 

loans from different sources, but they may pool the credit to spend or invest on agreed 

items. Also, due to the fungibility of money, the effects of credit from different sources 

within a household cannot be separated once they are pooled. Thus, in the data set, 

variables such as income, consumption, and loan volumes will be the aggregate values of 

all individuals in the household. Other variables such as gender, education and ethnicity are 

based on those of a representative member (i.e. the household head).  Since the panel data 
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set is constructed from the VHLSS 2002-2008 at household level, only sample sizes of 

these waves are presented. 

A variety of panel data sets has been constructed in previous studies between particular 

waves of the VHLSS such as 1992-1998, 2002-2004, 2004-2006, 2002-2004-2006 and 

2006-2008. However, there has not been any previous study that was able to construct a 

panel data set from the VHLSS 2002 to the VHLSS 2008. Details of the panel data sets 

constructed in the previous studies are described in Table 6.1. 

 

Table 6.1. Observations in the VHLSS Panel Data Sets 

Period Studies Observations 
1992-1998 Oostendorp, Tran, and Nguyen (2009) 4,800 households 

2002-2004 

McCaig (2009) 4,449 households 
X. T. Hoang (2012) 4,092 households 
V. C. Nguyen (2008) 4,000 households 
Baulch and Vu (2011) 3,931 households 
H. C. Nguyen, Nordman, and Roubaud (2013) 1,550 individuals 
Le and Pham (2009) 3,931 households 

2004-2006 

Baulch and Vu (2011) 4,193 households 
X. T. Hoang (2012) 4,277 households 
Lensink and Pham (2012) 3,200 households 
H. C. Nguyen et al. (2013) 1,897 individuals 
Le and Pham (2009) 4,193 households 

2002-2004-2006 H. C. Nguyen et al. (2013) 948 individuals 
Le and Pham (2009) 1,844 households 

2006-2008 
X. T. Hoang (2012) 4,090 households 
Phan et al. (2013) 4,127 households 
Baulch and Vu (2011) 1,844 households 

Note. Reviewed by the author. 

 

Notably, the number of observations in the same panel period varies considerably between 

studies. The reason that the number of households in the VHLSS 2002-2004 panel data sets 

constructed by McCaig (2009) and other researchers was not identical is that McCaig was 

able to access data sets obtained from both short and long questionnaires while others only 
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used data sets from one questionnaire. In addition, Hoang (2012) focused on rural areas, 

while Nguyen et al. (2013) focused only on non-farm workers, and hence their panel data 

set was significantly smaller. The same reasons make the number of households identified 

in panel data sets of the VHLSS 2004-2006 different. Since Lensink and Pham (2012) only 

focused on the VBSP clients who were living in rural areas, their panel data set is relatively 

smaller than that of others. Similarly, observations identified in panel data sets of the 

VHLSS 2006-2008 are not identical. For example, although the panel data set of Phan et al. 

(2013) was constructed from data sets obtained by both short and long questionnaires, their 

observations are higher than those of other studies. Another reason that the number of 

observations identified in the same data set is not identical is that various versions of the 

VHLSS have been released. Since the current study focuses on income and consumption, 

the panel data are drawn from the data sets of the short and long questionnaires, at the 

household level. 

There is no connection between the first two waves of the VHLSS (1992 and 1998) and 

later waves (2002, 2004, 2006, 2008 and 2010) to enable creating a unique panel data set. 

The reason is that the VHLSS 2002-2010 used a master sample that was a random sample 

of the 1999 population census enumeration areas (Phung & Nguyen, 2004) while the 

VHLSS 1992 and 1998 did not use the same master sample (The World Bank, 1994). This 

prevents the first two waves of the VHLSS being combined with the later waves. The 

VHLSS 2010 was redesigned to focus on the impact of poverty reduction programs and its 

sample was redrawn from the updated sampling frame. Therefore, it is impossible to link 

the VHLSS 2010 with other waves. 

To the best of the author’s knowledge, there have been only two studies describing the 

construction of the VHLSS panel data sets in detail (Le & Pham, 2009; McCaig, 2009). 

Both studies used similar techniques to create identifiers (ID) to match different waves of 

the VHLSS. However, the methods used to identify and solve mismatches and duplicates 

are different. Therefore, the number of matches found is not identical. In addition, these 

studies aimed at matching individuals and, therefore, the number of mismatches increased. 
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6.3.1.2. The construction of the VHLSS panel data 

To construct a panel data set it is necessary to create a unique ID for each wave and then 

match these IDs. The unique ID is an array of a combination of codes (province, district, 

commune, cluster and a two-digit household number). Basically, using these IDs is 

sufficient to find the matches, as long as they are properly constructed and are available. 

The VHLSS 2004 is the key to combine the VHLSS 2002, 2004, 2006 and 2008. There are 

two IDs in the VHLSS 2004. One is named as “old ID”, which is used to match with the 

VHLSS 2002 ID to link these two waves. The other is named as “new ID”, which is used to 

match itself with the VHLSS 2006 and 2008 IDs to link these three waves together. The 

combination of these three waves creates a standard ID and this is used to create another 

new ID for the VHLSS 2002 (Figure 6.1). More details of this construction are provided in 

Appendix 18. Finally, this new ID is used to link the VHLSS 2002 with the combination of 

the VHLSS 2004, 2006 and 2008 to form a panel data set. 
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Figure 6.1. The procedure for the VHLSS 2002-2010 panel data set construction. 

6.3.2. Variable selection 

Variables to be selected in this chapter are quite similar to those that have been addressed in 

the previous chapter. In particular, per adult-equivalent income and consumption, and 

poverty status are chosen to be dependent variables. Independent variables are selected 

from microfinance participation, loan volume, an interaction term between microfinance 

access and loan volume, household characteristics, and household head characteristics. 

Only variables that have not been addressed in the previous chapter are presented in this 
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section. Also, descriptive statistics of all dependent and independent variables are presented 

below. 

Outliers, zero values and skewness of the data can distort results of the analysis and need to 

be treated. The method to treat outliers, zero issues, and skewness in this chapter is similar 

to that applied in the previous chapter. Specifically, any per adult-equivalent income and 

consumption per year, and loan volume that is equal to or greater than VND 50 million 

($2,500) are considered as outliers and are eliminated. No household can survive with zero 

income or consumption, hence households with zero income or consumption are deleted 

from the data set. 

Data distribution of per adult-equivalent income is skewed. Also, the data contain a number 

of extreme values of per adult-equivalent income and consumption that can be considered 

as outliers and need to be treated. For example, the mean of per adult-equivalent income is 

VND 13,457,820 and it is greater than the median, which is VND 9,878,910. Its standard 

deviation is VND 13,908,700, the minimum per adult-equivalent income is VND 954,590 

and the maximum figure is VND 370,000,000. The maximum per adult-equivalent income 

is almost 27 times higher than the standard deviation (more details of these descriptive 

statistics are provided in Table A6.3 of Appendix 19). 

Similarly, the contribution of per adult-equivalent consumption is highly skewed. In 

addition, the data contain a variety of outliers. For example, the maximum per adult-

equivalent consumption (VND 210 million) is almost 26 times higher than the standard 

deviation. 

Households with per adult-equivalent income and consumption greater than VND 50 

million represent only 1.9 and 0.4 per cent of the sample, respectively. Households with 

zero income or consumption are also removed from the data. After having the outliers and 

zero values removed from the data, data distribution of these variables is more symmetrical 

and is presented in Figure 6.2. Also, the data distribution of the variables in log form is 

shown in Figure 6.3. 
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Figure 6.2. Data distribution of per adult-equivalent income and consumption without 

outliers and zero values. 

Source. Derived from the VHLSS 2002-2008 panel data set. 
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Figure 6.3. Data distribution of log of per adult-equivalent income and consumption. 

Source. Derived from the VHLSS 2002-2008 panel data set. 

 

It is of interest to determine whether or not participating in microfinance can increase 

income, improve consumption and reduce poverty. As in the previous chapter, a 

microfinance participant is defined as a borrower who obtained any loan that is not greater 

than VND 4 million from concessional sources of the VBSP or the APAs. In this chapter, 

two other thresholds of loan volume of VND 6 million (90 percentile) and VND 8 million 

(95 percentile) are selected for sensitivity tests. 

It is hypothesised that large loans are positively associated with better household outcomes. 

Data distribution of loan volume is severely skewed due to a number of extreme outliers. 

For example, the mean is VND 16,382,060 and is greater than the median, which is VND 
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6,484,100. The standard deviation is VND 96,721,710, the minimum loan volume is VND 

6,390 and the maximum figure is VND 5,600,000,000. The maximum loan volume is 

almost 56 times higher than the standard deviation (more details of these descriptive 

statistics are provided in Table A6.3 of Appendix 19). The outliers of loan volume to be 

removed only account for approximately 4.5 per cent of the sample. Data distribution of 

this variable without the outliers and its log form are shown in Figure 6.4. 

 

 

Figure 6.4. Data distribution of loan volume without outliers and with its log form. 

Source. Derived from the VHLSS 2002-2008 panel data set. 
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Two-thirds of households in the data set did not have credit information (they neither 

reported their credit information nor borrowed any loan during the study period). If these 

households are simply eliminated from the data set, many observations will be lost. It is 

argued that households without credit information may share some unobserved 

characteristics (e.g. risk attitudes, business ability). For this reason, a “no loan” dummy 

variable is created to capture the common characteristics of these households. 

6.3.3. Descriptive statistics of the VHLSS panel data set 

The panel data set is constructed from four waves of the VHLSS – 2002, 2004, 2006 and 

2008. It consists of 2,923 households in each wave. Compared to panel data sets 

constructed in previous studies, this panel data set has slightly fewer households but a 

longer time-frame (four waves). The reason that the number of households in this panel 

data set is less than that in previous studies is due to missing information on credit. In 

particular, information about microfinance access in the data is not available, and hence 

information on loan volumes is used to define microfinance access. However, there are a 

number of households whose credit information (including loan volumes) is missing. The 

reason is that they neither obtained any loan from 2002 to 2008 nor reported their credit 

information. Table 6.2 presents the number of poor households versus non-poor households 

and microfinance members (MF) versus non-microfinance members (Non-MF) in the panel 

data set. 

 

Table 6.2. Microfinance Participation and Poverty Incidence 

 

2002 2004 2006 2008 
Non 
poor Poor Non 

poor Poor Non 
poor Poor Non 

poor Poor 

Non-MFa 1,740 1,128 2,127 644 2,395 406 2,461 300 
MFb 7 48 87 65 79 43 128 34 
Total 1,747 1,176 2,214 709 2,474 449 2,589 334 

Note. aNon-microfinance member households, bMicrofinance member households. 

Source. Calculated from the VHLSS 2002-2008 panel data set. 
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Table 6.2 shows that the number of poor households in the data set decreased dramatically 

from 2002 to 2008. The number of microfinance member households (who were poor) also 

dropped moderately, except in 2004. This evidence implied that from 2002 to 2008, many 

poor households escaped from poverty, especially those who joined microfinance 

programs. Notably, non-poor households are also found to obtain loans from microfinance 

programs. These households could be member households who have dropped out of the 

programs. Evidence of this is that the number of non-poor households that joined 

microfinance programs rose sharply from 2002 to 2008. 

It is hypothesised that poor households, which are the target group of microfinance, have 

systematically different characteristics from those of non-poor households. Generally, non-

poor households have better living standards in terms of income, consumption and savings. 

To test this hypothesis, the means of the key characteristics between the two groups are 

compared in Table 6.3. 

As expected, the number of male household heads dominated that of female household 

heads in both the poor household group and the non-poor household group. In addition, 

between the two groups, the domination in the poor group was greater than that in the non-

poor group. The number of households with a Vietnamese or Chinese head dominated that 

of households with other ethnicities. Also, between the two groups, the domination in the 

non-poor group was 1.3 times greater than that in the poor group. This evidence supports 

the classification of those ethnicities into a more prosperous group. The average age of 

household heads for both groups suggests that they were in the productive age group. 

Although the magnitude of age differences is minimal, the relatively large number of 

observations makes the mean test statistically significant. The ratio of non-poor households 

in urban areas was three times greater than that of poor households. In Vietnam, prosperous 

households tend to move to urban areas where there are better living conditions and more 

job opportunities. 
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Table 6.3. Mean Differences between Poor Households and Non-Poor Households 

 

Mean 
Poor Non-Poor 

Household head gender (1=male) 0.82 0.76 
Households without any loans (1=yes) 0.67 0.65 
Household head ethnic (1=VNa or CNb) 0.68 0.90 
Household head age (years) 47.11 49.78 
Household residential location (1=urban) 0.07 0.24 
Household size (persons) 4.93 4.14 
Household head school years 6.46 7.32 
Per adult-equivalent consumption 4,737.25 10,938.57 
Per adult-equivalent income 4,647.18 14,119.57 
Loan volume 5,673.20 14,582.46 
Annual household savings 2,429.79 9,296.94 
Annual household asset expenditure 8,253.88 15,993.13 
Annual household durable goods expenditure 3,413.78 11,426.95 

Note. aVietnamese and bChinese. All currency measures are in VND 1,000 at 2004 prices. 

The t-test results of all variables are significant at the one per cent level, except the dummy 

variable of households without any loans. 

Source. Derived from the VHLSS 2002-2008 panel data set. 

 

Household heads of non-poor families spent more years in school than poor household 

heads, though neither has completed secondary school level. In terms of consumption, 

income and savings, non-poor households had far better living conditions than poor 

households. Specifically, per adult-equivalent consumption and income of a non-poor 

family was almost three times and four times higher that of a poor household, respectively. 

Non-poor households consumed approximately 77 per cent of what they earned while poor 

households consumed everything they earned. Since non-poor households only consumed a 

part of their income, they were also able to spend more on assets and durable goods and 

even save more than their poor counterparts. Since non-poor households had access to non-

concessional credit sources, loan volumes of these households were significantly higher 

(almost four times) than those of poor families. 
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Microfinance member households are poor before joining microfinance programs. 

Therefore, compared to non-microfinance member households, they are more 

disadvantaged. Table 6.4 compares the mean of key characteristics between microfinance 

member households and non-microfinance member households. 

 

Table 6.4. Mean Differences between Microfinance Member Households and Non-

Microfinance Member Households 

 

Mean t-test 
MFa Non-MFb (p-val.) 

Household head gender (1=male) 0.77 0.80 0.15 
Household head ethnicity (1=VNc or CNd) 0.71 0.83 0.00 
Household head age (years) 47.03 47.59 0.36 
Household residential location (1=urban) 0.11 0.17 0.00 
Household size (persons) 4.52 4.54 0.84 
Household head school years 6.00 7.02 0.00 
Per adult-equivalent consumption 7,617.39 10,213.92 0.00 
Per adult-equivalent income 8,846.19 12,546.35 0.00 
Loan volume 2,554.29 14,001.01 0.00 
Annual household savings 3,501.40 7,956.69 0.01 
Annual household assets expenditure 3,514.19 8,044.17 0.01 
Annual household durable goods expenditure 5,136.38 8,946.84 0.00 

Note. aNon-microfinance member households, bMicrofinance member households, 
cVietnamese and dChinese. All currency measures are in VND 1,000 at 2004 prices. 

Source. Calculated from the VHLSS 2002-2008 panel data set. 

 

As expected, income and consumption per adult-equivalent of microfinance households are 

significantly lower than that of non-microfinance households. They also save less money, 

and spend less on assets and durable goods than non-microfinance households. In addition, 

loan volumes of microfinance members are substantially smaller than those of non-

microfinance members. Although microfinance households earned less than non-

microfinance member households, they managed to make some savings. 
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6.4. Results and Discussion 

In this section, the results of static analysis, which is represented by a FE specification, are 

presented to compare the results of previous studies with those of the current study. After 

that, the results of dynamic analysis, which is represented by GMM, are presented to test 

the hypothesis that the impact of microfinance on household outcomes may not be 

immediate. 

6.4.1. Static analysis (FE) 

Since static analysis with a focus on FE is common in the literature, a FE analysis is 

conducted to compare the results of the current study with those of previous studies using 

the same source of data. In this setting, time-invariant covariates such as gender, ethnicity 

and residential location cannot be added to the specification. 

The results show that access to microfinance increases per adult-equivalent income by 1.5 

times (e0.9-1), significant at the 10 per cent. However, participation in microfinance has no 

impact on per adult-equivalent consumption and poverty status. 

Loan volume affects per adult-equivalent consumption and income significantly at the one 

per cent level. For example, a one per cent increase in loan volume leads to a 0.09 per cent 

increase in consumption while the relative figure for income is 0.12 per cent. However, for 

microfinance member households, the additional elasticity of loan volume to per adult-

equivalent income is also -0.12 while the loan effect on consumption is not significant. 

Thus, the elasticity of loan on consumption per adult equivalent for microfinance member 

remains at 0.09 while the relative figure for income is zero (i.e. microfinance has no impact 

on per adult equivalent income of these households). As expected, loan volume is 

significantly associated with the probability of being poor. Specifically, an additional 

increase in loan volume by one per cent is associated with a reduction in the probability of 

being poor by 5.2 percentage points. However, there is no significant additional effect of 

loan volume on poverty status for microfinance member households.
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Table 6.5. The Impact of Microfinance on Poverty Reduction (FE) 

 
Consumption Income 

 
Poverty status 

 
Coefa. S.Eb. Coef. S.E. Coef. S.E. 

Microfinance access (1=yes) 0.228 0.390 0.900* 0.500 -0.211 0.318 
Loan volume (log) 0.090*** 0.009 0.120*** 0.010 -0.052*** 0.008 
Interaction term between loan volume and MF access (log) -0.033 0.050 -0.120* 0.064 0.030 0.041 
Household without loans (1=no loans) 0.740*** 0.077 1.052*** 0.088 -0.439*** 0.072 
Household head age (log) 0.034 0.024 -0.028 0.028 0.002 0.020 
Household size (log) 0.238*** 0.016 0.270*** 0.018 0.100*** 0.012 
Survey wave 0.181*** 0.004 0.176*** 0.005 -0.090*** 0.004 
Constant 7.317*** 0.123 7.425*** 0.142 0.758*** 0.106 
Note. aCoefficient, bStandard error 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

Source. Calculated from the VHLSS 2002-2008 panel data set. 
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Non-borrowers have significantly better livelihood than borrowers. Specifically, their per 

adult-equivalent consumption is 1.1 times (e0.740-1) greater, per adult-equivalent income is 

1.9 times (e1.052-1) greater and the probability of being poor is 35.5 percentage points (e-

0.439-1) lower than the relative figures of borrowers. 

The impact of household size on income, consumption and poverty status is not apparent. 

Larger households can mobilize more labourers for production activities than smaller 

households, but this effect is expected to follow the law of diminishing marginal returns. 

Also, households with more dependants (e.g. young children or elderly persons) may face 

more difficulties in improving livelihood than those with fewer dependants. The results 

show that household size has a significant impact on household outcomes. Specifically, 

larger households have a higher consumption level, generate higher income, but face a 

higher probability of being poor than smaller households. 

The time trend parameter indicates that for each survey wave, per adult-equivalent 

consumption and income increase by VND 1,200 (e0.18) while the probability of being poor 

reduces by 0.09 percentage points. 

Results generated from the FE specification in the current study share a number of 

similarities with those created by previous studies that used similar approaches and the 

same data source. For example, loan volume has a significant impact on household 

outcomes. This finding is similar to that of V. C. Nguyen (2008), Lensink and Pham 

(2012), and Phan et al. (2013), though the sample they used is limited to the VBSP clients. 

It implies that loans have been contributing to household outcomes significantly in 

Vietnam. Since the definitions of microfinance participation in the current study and those 

in the previous studies are not identical, it is not realistic to compare other findings. 

Sensitivity tests, using a loan volume of VND 6 million (90 percentile) and VND 8 million 

(95 percentile) to define microfinance membership, are performed and presented in Tables 

A6.4 and A6.5 of Appendix 20. When large loan volumes are used to define microfinance 

access, the impact of microfinance access and the interaction term on income is no longer 
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significant, and hence the net effects are positive. This is obvious as effects of loan volumes 

may still be in the increasing phase of their production function (i.e. more loans are 

associated with higher income). The impact of other variables on household outcomes is 

similar to those in Table 6.5. To test the sensitivity of households without loans to results of 

the analysis, sensitivity tests using a sample without households that did not obtain any loan 

from 2002 to 2008 are conducted. These tests are also used to ensure the results of this 

chapter and those of the previous chapter are comparable. The results of the tests show that 

the impact of microfinance access and loan volume on income, and loan volume on poverty 

status is no longer significant when the households without loans are excluded. The impact 

of other variables is similar to those shown in Table 6.5. More details of the tests are 

presented in Table A6.6 of Appendix 21. When the FE specification in Chapter 5 is 

controlled at the provincial level and the households without loans are not excluded from 

the data, the impact of microfinance and loans on household outcomes are significant. 

However, when the specification is controlled at household level and the households 

without loans are eliminated from the data, the impact of microfinance and loans on 

household outcomes are no longer significant. This evidence implies that the households 

without loans convey essential information to results of the analysis. In addition, the 

controls of the FE specification at household level appear to be necessary. 

Interventions or changes in the previous period may have an impact on household outcomes 

in the current period. For example, loans that were obtained from microfinance and have 

been invested in production activities such as livestock or cultivation will take time to 

generate returns. Knowledge or skills provided through microfinance training courses may 

also take time to accumulate. Another FE analysis is performed to examine these effects. 
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Table 6.6. The Impact of Microfinance on Poverty Reduction (FE with Lagged Independent Variables) 

 Consumption Income Poverty status 

 Coefa. S.Eb. Coef. S.E. Coef. S.E. 
Lagged microfinance access (1=yes) -0.305 0.328 -0.345 0.377 -0.090 0.335 
Lagged loan volume (log) -0.004** 0.002 0.001 0.002 0.001 0.001 
Lagged interaction term between loan 
volume and MF access (log) 0.035 0.044 0.047 0.050 0.012 0.044 

Household without loans (1=no loans) 0.009 0.014 0.056*** 0.016 -0.034*** 0.011 
Household head age (log) 0.031 0.028 -0.046 0.033 0.007 0.022 
Household size (log) 0.252*** 0.018 0.294*** 0.021 0.074*** 0.013 
Survey wave 0.182*** 0.007 0.148*** 0.008 -0.066*** 0.006 
Constant 8.070*** 0.114 8.560*** 0.136 0.269*** 0.090 

Note. aCoefficient, bStandard error. 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

The year 2002 is used as the reference period. 

Source. Calculated from the VHLSS 2002-2008 panel data set. 



 

 

 

 

122 

Table 6.6 shows that neither the lags of microfinance participation nor slope dummy has 

any impact on household outcomes in the current period. Borrowers who obtained large 

loans in the previous period also have lower consumption in the current period due to debt 

repayment, possibly. These results suggest that loans from MFIs may not be sufficient to 

have a long lasting impact on household outcomes. Other results are similar to those 

obtained from the specification of FE without lagged independent variables. 

Sensitivity tests, using loan volume at 90 percentile (VND 6 million) and 95 percentile 

(VND 8 million) to define microfinance membership, are again performed. The impact of 

lagged microfinance access remains insignificant except when VND 6 million is used as a 

cut-off threshold for microfinance loan volume. The effects of loans in the previous period 

remain mostly insignificant. One possible explanation is that most households use micro-

loans for consumption and the success rate of those using loans for investment is small. 

This finding confirms the hypothesis that microfinance can help the poor smooth-out 

consumption or establish small businesses, but in order to help the poor escape poverty on a 

sustainable basis, investment from business in rural areas needs to be encouraged. The 

success of Chinese township-village enterprises in eradicating poverty is an example of this 

investment (Chang & Wang, 1994). Results of these tests are presented in Tables A6.7 and 

A6.8 of Appendix 22. The sensitivity of the results is tested by excluding households 

without loans from the analysis. Results of the tests, presented in Table A6.9 of Appendix 

23, show that findings of the main model are robust. 

6.4.2. Dynamic analysis (GMM) 

Apart from previous participation in microfinance and previous loans, previous outcomes 

can also have an impact on household outcomes in the current period. Specifically, the 

degree of participation in microfinance is expected to be positively associated with 

household outcomes (i.e. microfinance participation or microfinance loans obtained in the 

previous period may help households generate more income, increase consumption and 

hence reduce poverty in the current period). Similarly, a prosperous household in the 
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previous period is expected to continue doing well in the current period due to, for 

example, accumulation of capital and skills. A dynamic analysis, represented by a system 

general method of moments (GMM) estimator, is conducted to examine these effects. This 

specification is expected to produce parameters of lagged outcomes that lie between those 

of OLS and FE estimators (Bond, 2002). 

Table 6.7 shows that the parameters of lagged outcome variables obtained from the GMM 

estimator are sandwiched between those of OLS and FE estimators. Also, all estimators 

confirm that previous outcomes significantly determine the current outcomes. The negative 

signs of parameters of lagged outcomes produced by FE estimators are counter-intuitive. 

Table 6.7 illustrates the reliability of the GMM estimator, thus, only the results of this 

estimator are discussed in detail. 

 

Table 6.7. Comparisons of Lagged Dependent Parameters in Dynamic Specifications 

 Consumption Income Poverty status 
Coefa. S.Eb. Coef. S.E. Coef. S.E. 

FE -0.237*** 0.015 -0.199*** 0.018 -0.189*** 0.011 
GMM 0.083*** 0.018 0.111*** 0.020 0.167*** 0.017 
OLS 0.368*** 0.011 0.359*** 0.012 0.220*** 0.011 

Note. aCoefficient, bStandard error. 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

Source. Calculated from the VHLSS 2002-2008 panel data set. 

 

Results of the GMM estimator, presented in Table 6.8, show that household outcomes in 

the previous two years have a significant impact on those in the current period. Households 

with better outcomes in the previous period continue to do well in the current period, but 

the magnitude is small. For example, a one per cent increase in income and consumption in 

the previous period is only associated with an increase of almost 0.1 per cent increase in 

income and consumption in the current period. Likewise, the probability of being poor in 
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the current period of a household that was poor in the previous period is 18.3 percentage 

points (e0.168-1) higher than that of other households. 

Microfinance access in the previous period does not improve living standards of households 

in the current period. In particular, households with previous access to microfinance have a 

lower current consumption than in the previous period. One possible explanation is that 

microfinance households develop a saving habit, and hence, make a more efficient 

consumption bundle. For example, they reduce unnecessary spending such as holidays or 

attendance at social events. They may also have to save to repay their debts. Participation in 

microfinance in the previous period also creates no significant impact on per adult-

equivalent income and poverty status of households in the current period. This finding 

suggests that the microfinance loan volume may not be sufficient to create lasting effects. 

The negative sign of lagged loan volume in consumption regression suggests that 

households that obtained larger loans in the previous two years may still have to repay and 

as a result, they have less to consume in the current period. Loans in the previous period are 

significantly associated with poverty reduction despite having no significant impact on 

household income. One possible explanation for this result is that loans help increase 

income for low-income households but the average impact is off-set by the reduction of 

income in the higher income group as a result of diminishing returns to credit. 

The interaction variable in the previous period creates no additional impact on the current 

outcomes of microfinance borrowers. This finding again implies that neither two-year 

participation in microfinance programs nor microfinance loan volume is sufficient to have a 

significant impact on household outcomes. 
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Table 6.8. The Impact of Microfinance on Poverty Reduction (GMM) 

 
Consumption Income Poverty status 

Coefa. S.Eb. Coef. S.E. Coef. S.E. 
Lagged dependent variables 0.085*** 0.020 0.098*** 0.021 0.168*** 0.020 
Lagged microfinance access (1=yes) -0.853** 0.453 -0.625 0.436 0.492 0.307 
Lagged loan volume (log) -0.003* 0.001 -0.001 0.002 -0.003*** 0.001 
Lagged interaction term between loan 
volume and MF access (log) 0.089 0.059 0.064 0.063 -0.052 0.049 

Household without loans (1=no loans) 0.002 0.011 0.071*** 0.013 -0.029*** 0.010 
Household head gender (1=male) -0.003 0.017 -0.019 0.019 0.002 0.012 
Household head ethnicity (1=VNc or CNd) 0.221*** 0.017 0.266*** 0.019 -0.169*** 0.015 
Household head age (log) 0.179*** 0.023 0.135*** 0.027 -0.070*** 0.019 
Household residential location (1=urban) 0.333*** 0.018 0.312*** 0.019 -0.048*** 0.008 
Household size (log) 0.241*** 0.015 0.293*** 0.018 0.042*** 0.012 
Household head school years 0.042*** 0.002 0.045*** 0.002 -0.017*** 0.001 
Survey wave 0.157*** 0.008 0.129*** 0.009 -0.019*** 0.005 
Constant 6.288*** 0.169 6.445*** 0.194 0.677*** 0.085 

Note. aCoefficient, bStandard error, cVietnamese and dChinese. 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

The year 2002 is used as the reference period. 

Source. Calculated from the VHLSS 2002-2008. 
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Among households, non-borrowers have a significantly better livelihood than borrowers. 

For example, their per adult-equivalent income is 1.1 times greater and their probability of 

being poor is three percentage points (e-0.029-1) lower than borrowers. However, 

consumption of borrowers and non-borrowers is not statistically different. This finding 

could be explained by the fact that the non-borrowers may have a greater tendency to save 

than to spend. 

Surprisingly, household head gender has neither a significant impact on income and 

consumption nor on the household poverty status. The distribution of ages of household 

heads (Figure 6.5) suggests that female household heads are generally older than their male 

counterparts (the t-test also rejects the null hypothesis that the mean age of male household 

heads and that of female household heads are identical). Since the mean and median age 

suggest that most household heads are in the productive age group, the potential 

disadvantage of female-headed households (e.g. spouse has passed away, divorce or family 

separation) is probably off-set by increased income due to the seniority of household heads, 

which in turn, is attributable to the accumulation of knowledge, labour and capital. 

Households headed by Vietnamese or Chinese persons are more prosperous, as expected. In 

particular, households with a Vietnamese or Chinese head have per adult-equivalent 

consumption and income higher than other households by 24.73 per cent and 30.47 per 

cent, respectively. In addition, compared to households with other ethnic groups, 

households with a Vietnamese or Chinese head are 16.9 percentage points less likely to be 

poor. 

Experience of household heads, which is represented by age, has a significant impact on 

household outcomes and poverty status. In particular, compared to households led by a 

younger person, those led by an older person have a higher consumption level, higher 

income and lower probability of being poor. However, this impact is believed to follow 

diminishing marginal return effects when household heads become aged. 
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Figure 6.5. Data distribution of household head age by gender. 

Source. Derived from the VHLSS 2002-2008. 

 

Obviously, urban residents with higher living standards and more job opportunities are 

doing better than their counterparts in rural areas. Specifically, they have a higher 

consumption level and income and a lower probability of being poor than rural residents. 

Similar to the results produced by the FE specification, larger size households still have a 

higher consumption level, generate more income, but also face a higher probability (by 3.8 

percentage points) of being poor than small size households. 

A household headed by a person who spent more years in school has a higher consumption 

level, higher income and is less likely to be poor than one led by a person who spent fewer 

years in school. For example, an additional year in school leads to a 4.2 and a 4.5 per cent 
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increase in consumption and income of the household, respectively. Also, the probability of 

being poor for households led by a person who spent more years in school is 1.7 percentage 

points lower than households led by a person who spent fewer years in school. 

The time trend variable (survey wave) confirms that from 2002 to 2008, household 

consumption improved, household income increased and household poverty reduced 

significantly. In particular, for each survey wave, per adult-equivalent consumption and 

income of households increase by VND 1,200 and 1,100, respectively. Also, for each 

survey wave, the probability of being poor reduced by approximately two percentage 

points. This evidence indicates that the improvement in household outcomes is driven by 

other factors such as macro policies or the macroeconomic environment rather than 

microfinance. 

Dynamic analysis can examine not only short-term impacts such as those addressed above, 

but also long-term impacts. If the parameter of the lagged covariates, including 

microfinance access, loan volume and the interaction term, is A, the parameter of lagged 

outcome is B, the cumulative effects of loans at period n is defined as ∑ A ∗ Bnn
i=0 . 

Applying the Taylor-series approximation, the long-term impact will be: A
1−B

  

Replacing A and B with results from Table 6.8, the long-term impact of loan volume on 

poverty status is: 

−0.003
(1 − 0.168) = −0.0036 

Thus, a one per cent increase in loan volume is associated with a 0.36 percentage point 

reduction in the probability of being poor in the long term. Since the parameters of lagged 

outcomes in Table 6.8 are modest, long-term impacts are similar to short-term impacts. 

Sensitivity tests, using loan volume at the 90 percentile (VND 6 million) and 95 percentile 

(VND 8 million) to define microfinance membership, are conducted. Results of these tests 

are presented in Tables A6.10 and A6.11 of Appendix 24. Results obtained from the tests 
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and those shown in Table 6.8 are similar, except the impact of the interaction term. 

Specifically, previous outcomes still have a significant impact on current outcomes of 

households. Households with previous access to microfinance still have lower current 

outcomes than previously. However, access to microfinance in the previous period has no 

significant impact on current poverty status. Large loans in the previous period still help 

households significantly reduce poverty in the current period. The impact of other variables 

is similar to those when the mean of loan volume is used. Due to the parameters of the 

lagged outcomes remaining modest, the long-term and short-term impacts are similar. 

Households without loans are excluded for additional sensitivity tests. Results of the tests 

are presented in Table A6.12 of Appendix 25. The results show that the impact of 

microfinance access in the previous period on consumption is no longer significant, but still 

has the expected negative sign. Also, the impact of loan volume in the previous period 

remains insignificant and modest (the parameter of poverty status has an counter-intuitive 

outcome, but it is only significant at the 10 per cent level and its magnitude is almost zero). 

Overall, despite losing a considerable number of observations, it is found that excluding the 

no-loan households makes little difference to the finding that access to microfinance in the 

previous period has no significant effect on household outcomes in the current period. 

Since the impact of lagged loan volume on consumption, when larger loan volumes are 

applied, is no longer significant and that of lagged of the interaction term becomes positive 

and significant, the additional impact of microfinance on consumption becomes positive 

and significant. This finding indicates that large volumes of microfinance loans may be able 

to improve outcomes of the clients. 

6.5. Conclusion 

In this chapter, the process of compiling a panel data set, which is constructed from the 

VHLSS 2002-2008, is discussed. Results from the FE estimators show that access to 

microfinance has a positive impact on per adult-equivalent income, but has no impact on 

per adult-equivalent consumption and poverty status. Loan volume helps improve 
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consumption, increase income and reduce poverty of households significantly. The impacts 

of other factors are expected. Findings from FE estimators of the current analysis are 

consistent with those of V. C. Nguyen (2008), Lensink and Pham (2012), and Phan et al. 

(2013). 

The impact of accessing microfinance in the previous period on the household outcomes in 

the current period is estimated. The results show that both microfinance access and 

microfinance loan volume in the previous period have no impact on the current household 

outcomes. It appears that neither two-year participation in microfinance programs nor 

microfinance loan volume is sufficient to have a lasting impact on household welfare. 

Results obtained from the dynamic analysis, which is represented by a GMM specification, 

indicate that households with better outcomes in the previous period are still more 

prosperous in the current period. However, poor households in the previous period face a 

higher probability of being poor in the current period. Also, previous participation in 

microfinance has no impact on income and poverty status of households. Although larger 

loans obtained in the previous period reduce household consumption due to debt payments, 

the loans help reduce poverty significantly in the current period. Since the parameters of the 

lagged outcomes are modest, the long-term impacts of the microfinance access, loan 

volume and loan volume of microfinance members are similar to those in the short term. 

For sensitivity tests, two thresholds of loan volume of VND 6 million (90 percentile) and 

VND 8 million (95 percentile) are chosen. Results of the tests are similar to those when the 

mean of the loan volume is applied, except the impact of the interaction term. It appears 

that a larger microfinance loan volume may help improve household outcomes. 

Supplementary sensitivity tests with the exclusion of households without loans show that 

the main results (i.e. access to microfinance credit has no significant or substantial impact 

on household outcomes) remain almost unchanged. 
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CHAPTER 7. CONCLUSIONS 

 

7.1. Summary of Findings 

The current study examines the impact of microfinance on poverty reduction in Vietnam. In 

particular, it uses the VHLSS 1992-2010 and applies the national poverty line and the 

international poverty line of $1.25 PPP per person per day to examine trends and patterns in 

lending and borrowing behaviour of households. It also examines the impact of 

microfinance on poverty reduction using both pseudo-panel and genuine panel approaches. 

In addition, both static and dynamic specifications are performed to analyse the impact of 

microfinance. 

7.1.1. Trends and patterns in the borrowing and lending of households in the VHLSS 
1992-2010 

The data show clear trends and patterns in the lending and borrowing behaviour of 

households. In particular, loan volumes of all sources provided for both groups (poor and 

non-poor households) increased significantly from 1992 to 2010. The dominant provider of 

loans shifted from the informal sector to the semi-formal and finally to the formal sector. 

Loan volumes offered to the poor were smaller than those provided for the non-poor. A 

number of non-poor households were able to obtain preferential loans while a number of 

poor households had to borrow money from non-concession sources with high interest 

rates. In contrast with loan volumes, interest rates of all providers dropped sharply during 

the study period. In particular, finance providers offered lower interest rates to the poor 

than non-poor. The VBP or VBPS and the PAPs, who are the main microfinance providers, 

charged the lowest interest rates. Occasionally, the poor had to pay higher interest rates 

than the non-poor. 



 

 

 

 

132 

The trends and patterns for both groups are different when the purposes of loans are 

analysed. In particular, loan volumes provided for “Agriculture, forestry and aquaculture” 

and “Trade” purposes increased during the study period, but the growth rate of loan 

volumes offered to the poor for these purposes was slower than that to the non-poor. In 

particular, loan volumes provided for the poor for “Agriculture, forestry and aquaculture” 

sector dominated those for “Trade” and “Services”. In contrast, loan volumes offered to the 

non-poor for the “Trade” sector dominated those for “Agriculture, forestry and 

aquaculture” and “Services”. Loan interest rates for all purposes continually decreased 

throughout the study period. In particular, the poor enjoyed lower interest rates than the 

non-poor for all purposes. Also, loan interest rates for agriculture, forestry and aquaculture 

purposes were among the lowest. 

7.1.2. The impact of microfinance on poverty reduction 

The results of a FE estimator show that access to microfinance is positively and 

significantly associated with per adult-equivalent income and consumption. Loan volume is 

significantly associated with the increased per adult-equivalent income and consumption 

for both non-microfinance and microfinance households. Also, access to microfinance was 

significantly associated with poverty reduction. In addition, the impact of other factors is as 

expected. Specifically, households with a mature head generate higher income, have a 

higher consumption level and face a lower probability of being poor than those with a 

younger head. Similarly, households with a head who spends more years in school generate 

higher income, consume more, and face a lower probability of being poor. Households with 

a Vietnamese or Chinese head are more prosperous than other households. In particular, 

these households have a higher income and consumption level and face a lower probability 

of being poor.  Urban residents have a higher income and consumption level, and face a 

lower probability of being poor than rural residents. Larger households have a higher 

income and consumption level, but also face a higher probability of being poor than smaller 

households. The study also shows that living conditions of households were improved 
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significantly during the study period. The study results are robust in the choices of estimate 

in order to address selection bias in microfinance due to unobserved individual effects. 

Since the pseudo-panel approach may have a few limitations, a genuine panel data set is 

constructed from the VHLSS 2002-2008 to examine the impact of microfinance. Results 

from the FE estimator show that access to microfinance has a positive impact on per adult-

equivalent income but has no significant impact on per adult-equivalent consumption and 

poverty status. Loan volume helps improve consumption, increase income and reduce 

poverty status of households significantly. The impact of other factors is also expected. 

This finding is consistent with those of Quach (2005), V. C. Nguyen (2008) and Lensink 

and Pham (2012). 

A comprehensive investigation of the dynamic relationship between accessing 

microfinance and household outcomes indicates that households with better outcomes in 

the previous period are still more prosperous in the current period. However, poor 

households in the previous period face a higher probability of being poor in the current 

period. Also, previous participation in microfinance has no significant impact on income 

and poverty status of households. Although larger loans obtained in the previous period 

reduce household consumption due to debt payments, the loans help reduce poverty 

significantly in the current period. Since the parameters of the lagged outcomes are modest, 

long-term impacts of the microfinance access, loan volume and loan volume of 

microfinance members are almost identical to those in the short term. 

For sensitivity tests, two thresholds of loan volume at VND 6 million (90 percentile) and 

VND 8 million (95 percentile) are selected. Results of the tests are similar to those when 

the mean of the loan volume is applied, except the interaction term. It appears that a larger 

microfinance loan volume may help improve household outcomes. Results from further 

sensitivity tests with the exclusion of households without loans show that the main findings 

(i.e. access to microfinance credit has no significant or substantial impact on household 

outcomes) remain almost unchanged. 



 

 

 

 

134 

7.2. Policy Implications 

Based on the information obtained from the in-depth interviews and the results produced by 

the econometric specifications it is suggested that microfinance provides a useful tool for 

poor households to smooth out consumption during critical periods and improve income. 

However, to lift the poor out of poverty on a sustainable basis, Vietnamese authorities 

would seek to coordinate the provision of microfinance with other factors such as job 

creation, infrastructure development and agricultural extension or training business skills. 

Also, MFIs would need to split loans into two types. One with larger volumes and longer 

terms is for those who have just escaped from poverty, but are still vulnerable and cannot 

obtain commercial loans from banks. The other type of loans with smaller volumes and 

shorter terms is for poor clients to smooth out consumption or invest in small-scale 

businesses. 

Financial dependence is very essential to MFIs, and savings are very important for MFIs to 

be dependent. Instead of banning MFIs with a particular registered capital from mobilizing 

voluntary savings, these institutions should be allowed, but with a particular amount such 

as a proportion of the registered capital. Therefore, the burden to finance MFIs is shared 

among the government, donors and microfinance members. 

A number of poor people while being interviewed have admitted that although 

microfinance loans were obtainable, they were so scared of being indebt as they did not 

know what to do with the loans. This aspect has not been captured by the quantitative 

analysis. In order to help the poor escape from poverty sustainably, non-financial services 

and products such as training and insurance of MFIs should be provided. Once the poor 

gain sufficient knowledge of doing business or investment they will be confident to obtain 

loans. 

Although the process to classify poor households was relatively transparent with the 

involvement of necessary parties, the data show that a majority of non-poor households was 

able to obtain concession loans with large volumes. If these borrowers are not near poor, 
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the poor classification process, lending procedures should be made not just simple, but 

more transparent. Also, loans should be strictly monitored to make sure they are used for 

the right purposes. 

As one of the tool to combat poverty, microfinance services, products and performance 

should be regularly examined. For this reason, the government and GSO should design 

questionnaires and include to the VHLSS to survey MFIs. These questionnaires should be 

consistent among survey waves, but also need to be updatable. Also, as poverty is a multi-

faceted issues, any factor that can have an impact on poverty should be surveyed and 

examined comprehensively. 

7.3. Research Limitations and Recommendations for Further Research 

Although best efforts have been made, there is a number of limitations in the current study. 

These limitations open opportunities for further research. One of the main limitations of the 

current study is that the data were drawn from general-purpose surveys, hence the finance 

questionnaire only covers a small proportion of the sample. Further research with quasi-

experimental trials or randomised experiments may provide updates and shed more light on 

the impact of microfinance on poverty reduction. 

Another limitation of the current research is that the international poverty line has been 

applied for both urban and rural areas while the living standards such as income and 

consumption in these areas are not identical. Further research could apply different poverty 

lines for these areas. In particular, since in urban regions income and consumption are 

usually lower that those in urban regions, international poverty line of $1.00 could be used 

for rural areas and $1.25 for urban areas. This application could make the variable of 

residential location more relevant. 

Apart from the year and survey wave dummies, other relevant non-microfinance factors 

such as policy changes, infrastructure investment or income redistribution could be added 

to the models to examine whether any other factors rather than microfinance have an 

impact on poverty reduction. 
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Furthermore, the current analysis only focuses on examining the impact of microfinance on 

per adult-equivalent income and consumption and poverty status. However, poverty is a 

multi-faceted concept, hence further studies may need to examine other impacts of 

microfinance on poverty such as education, child nutrition or empowerment of women. 
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APPENDICES 

 

Appendix 1 

Ethical Clearance Approval 

  

GRIFFITH UNIVERSITY HUMAN RESEARCH ETHICS COMMITTEE 
 

15-Aug-2013 
 
Dear Mr Jen 
 
I write further to the additional information provided in relation to the conditional 
approval granted to your application for ethical clearance for your project "NR: Does 
microfinance really help reduce poverty? Evidence from Vietnam" (GU Ref No: 
AFE/01/13/HREC). 
 
This is to confirm receipt of the remaining required information, assurances or 
amendments to this protocol. 
 
Consequently, I reconfirm my earlier advice that you are authorised to immediately 
commence this research on this basis. 
 
The standard conditions of approval attached to our previous correspondence about 
this protocol continue to apply. 
 
Regards 
Dr Kristie Westerlaken 
Policy Officer, Office for Research, Bray Centre, Nathan Campus, Griffith University 
ph: +61 (0)7 373 58043 
fax: +61 (07) 373 57994 

email: k.westerlaken@griffith.edu.au
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Questionnaire for Microfinance Programs Or Institutions 

 

This set of questionnaires is designed to gain basic information on the programs or 

institutions and obtain the information on factors supporting or hindering microfinance 

contribution to poverty reduction. This questionnaire is used to interview microfinance 

managers or officers. Would you please answer the following questions? 

 

Name of institution: 

Type: F Government F Private F NGOs F 

Date of interview: 

Place of interview: 

Name of interviewee: 

Code: 

 

1. What are the main objectives of your microfinance institution? What is their relative 

importance? 

F Help the poor access to financial and other services 

F Achieve financial sustainability 

F Generate as much profit as possible 

F Others (specified) 

2. Do you think the relative importance of the objectives varies across programs? F Yes F 

No 

If “yes”, what do you think will be the factors that cause their relative importance to vary? 

What is their relative importance? 
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F Location (e.g. remote, rural, urban) 

F Age of institutions (e.g. infancy, adolescent and maturity) 

F Level of vulnerability (e.g. poverty incidence, density of financial services) 

F Preference of donor or government agencies 

F Others (specify) 

4.  What criteria determined the selection of location for microfinance and their relative 

importance? 

F Density of financial services 

F Poverty incidence 

F Others (specify) 

5.  What criteria determined the selection of the microfinance members and their relative 

importance? 

F Categorized as a poor family 

F Recommended by peers in a group 

F Good financial history (e.g. no bad debt) 

F Have production ability (e.g. land and labour) 

F Others (specify) 

6. Over-lending situations from MFIs have occurred recently. What do you think about 

these situations? Have these situations occurred to your institution? What have you done to 

prevent these situations from occurring? 

7. What are the most important services that your institution has been providing to the poor 

to combat poverty and why? 

8. What makes your services stand out among other MFIs’ services and why? 
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9. Is there any development program or project providing the same services as yours to the 

poor in the area? If “yes”, would you compare the benefits of those programs or projects to 

yours in terms of serving the poor? 

10. MF services can only help poor people reduce poverty temporarily, but cannot help 

them eliminate poverty permanently. What do you think about this? What have you done to 

help the poor eliminate poverty sustainably? 

11. From whom is your institution influenced the most and why? 

F The government (policies) 

F Local authorities 

F Donors (donation) 

F Lenders (loans) 

F Competitors (banks, other financial organisations) 

F Clients 

F Others (specify) 

12. In your opinion, what are the factors that support microfinance contribution to poverty 

reduction in Vietnam? 

F The mechanism of microfinance (small loans without collateral, weekly repayment) 

F Support of the government 

F Availability of labour force 

F Limited access to official finance services (banks, financial institutions) 

F Others (specify) 

13. In your opinion, what are the factors that hinder microfinance contribution to poverty 

reduction in Vietnam? 
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F Lack of human resources (what type of human resources does your organization lack the 

most?) 

F Keep balance between being a professional institution and performing social missions 

F Lack of financial sources 

F Face geographical difficulties (road conditions, population density, distance from the 

agents to households) 

F Incomplete legal framework (please give some examples) 

F Unfavourable legal framework (please give some examples) 

F Bureaucratic procedures (please give some examples) 

F Other (specify) 

14. If there are some changes in your institution itself needed to improve the contribution of 

microfinance to poverty reduction, which changes do you propose and why? 

15. If there are some changes in the clients and other involved parties needed to improve 

the contribution of microfinance to poverty reduction, which changes do you recommend 

and why? 

16. Have you ever heard about a peer-to-peer network of microfinance like KIVA? 

Question for TYM 

17. How long have you been a member of KIVA? How long have you been a member of 

the peer-to-peer MF network of KIVA and why? 

18. Can only MFIs join peer-to-peer MF network or clients can join the network by 

themselves as well? 

19. What are the benefits and challenges of participating in the peer-to-peer MF network of 

KIVA? 



 

 

 

 

142 

20. If there are some changes in participation in peer-to-peer of KIVA needed to improve 

the contribution of microfinance to poverty reduction, which changes do you recommend 

and why? 

Thank you for answering the questions. 

 

Questionnaire for Village Leaders Or Local Authorities 

 

This questionnaire is to be answered by village heads or local authorities who are involved 

in community microfinance operations. The purpose of this interview is to obtain basic 

information about socio-economics conditions of the community and the perspectives on 

the factors that can enhance or challenge microfinance contribution to poverty reduction. 

Would you please answer the following questions? 

 

Date of interview: 

Place of interview: 

Name of interviewee: 

Code: 

 

1. Is poverty alleviation one of the objectives in the socio-economic development strategy 

of your community? F Yes F No  

If “Yes” what are the relative priority sectors to alleviate poverty in your community? 

F Health care 

F Education 

F Infrastructure (roads, electricity, irrigation) 
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F Financial services (loans, saving, insurance)  

F Production services (agriculture extension, job training, processing) 

F Others (specify) 

……………………………………………………………………………… 

……………………………………………………………………………… 

2. What are the reasons for this ranking? 

……………………………………………………………………………… 

……………………………………………………………………………… 

3. What types of financial services are available in your community and their relative 

accessibility to the poor? 

F Official commercial banks 

F People’s Credit Funds 

F Government specialised banks 

F Microfinance institutions 

F Moneylenders 

F Others (specify) 

……………………………………………………………………………… 

……………………………………………………………………………… 

4.  On a five-point scale where one is not important and five is very important, how do you 

rate the importance of microfinance in poverty alleviation in your community? 

……………………………………………………………………………… 

5.  Do you think there are some criteria used to select clients in microfinance programs?   

F Yes F No If “Yes”, what are the criteria and their relative importance?  
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F Poor 

F Women 

F Recommended by group members 

F Have production ability (e.g. land and labour) 

F Have good borrowing history records 

F Others (specify) 

……………………………………………………………………………… 

……………………………………………………………………………… 

6.  Who is involved in the selection process and what are their roles? 

………………………………………………………………………………………………

……………………………………………………………… 

………………………………………………………………………………………………

……………………………………………………………… 

……………………………………………………………………………… 

7. What are the main factors that support microfinance operations in your community? 

What is their relative importance?  

F The mechanism of microfinance (small loans without collateral, weekly repayment) 

F Support of the government 

F Availability of labour force 

F Limited access to official finance services (banks, financial institutions) 

F Others (specify) 

……………………………………………………………………………… 

……………………………………………………………………………… 
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……………………………………………………………………………… 

8. What are the main factors that hinder microfinance operations in your community? What 

is their relative seriousness?  

F Lack of human resources (what type of human resources does your organization lack the 

most?) 

F Keep balance between being a professional institution and performing social missions 

F Lack of financial sources 

F Face geographical difficulties (road conditions, population density, distance from the 

agents to households) 

F Incomplete legal framework (please give some examples) 

F Unfavourable legal framework (please give some examples) 

F Bureaucratic procedures (please give some examples) 

F Other (specify) 

……………………………………………………………………………… 

……………………………………………………………………………… 

……………………………………………………………………………… 

9.  Could you rank the contribution of microfinance to the poverty alleviation process in 

your community? What is the relative importance?  

F Smooth out consumption 

F Increase income 

F Increase saving 

F Increase solidarity and self-help 

F Create jobs 



 

 

 

 

146 

F Increase knowledge of clients 

F Others (specify) 

……………………………………………………………………………… 

……………………………………………………………………………… 

10. How significant do you consider the role of microfinance in poverty alleviation?  

F Very significant 

F Significant 

F Little significant 

F Insignificant 

F Don’t know 

11. How do you rank the microfinance programs in your community, in terms of the 

contribution to poverty reduction (i.e. serve more poor people, help more poor people get 

out the poverty)? 

F Very good 

F Good 

F Moderate 

F Poor 

What are the reasons of this ranking? 

……………………………………………………………………………… 

……………………………………………………………………………… 

12. To improve the contribution of microfinance (if necessary) to poverty reduction, what 

do you think should be done and why?  

……………………………………………………………………………… 
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……………………………………………………………………………… 

……………………………………………………………………………… 

……………………………………………………………………………… 

Thank you for answering the questions. 

 

Questionnaire for Microfinance Clients 

 

This questionnaire is to be answered by microfinance beneficiaries. The purpose of this 

interview is to obtain basic information about the relationship between them and MFIs, 

seek their perspectives on the contribution of microfinance to poverty reduction and 

identify the factors that enhance or challenge microfinance contribution to poverty 

reduction. Would you please answer the following questions? 

 

Date of interview: 

Place of interview: 

Name of interviewee: 

Code: 

1. How long have you used MF services? 

2. How were you chosen to be an MF member? Does the process of choosing an MF 

member satisfy you and why? 

3. Is it easy to approach MF services in your community and why? 

4. If it is easy to approach MF services in your community, have over-lending situations 

occurred? Do you know anybody who has been felt in the debt-trap of microfinance? What 

do think about these situations? 
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5. Have you used services of other providers such as banks or financial organisations? 

5.1. If “no”, why did you choose MF services instead of choosing services from other 

providers such as banks or financial organisations? 

5.2. If “yes”, what providers have you chosen and why? 

6. In your opinion, did MF services help you reduce poverty? 

6.1. If “not”, why? 

6.2. If “yes”, what sorts of services of MFIs help you the most and why? 

6.3. If “yes”, how did MF services help you? 

6.4. It is said that MF can only help the poor reduce poverty temporarily, but cannot help 

them eliminate poverty permanently. What do you think about this? Is there any client who 

had escaped from poverty then fell back to poverty again? If “yes”, why? 

6.5. Apart from micro-loans, in order to permanently eliminate poverty, what services 

should be provided for you? 

7. Have you been benefited from other development programs such as infrastructure, 

agriculture extension programs? If “yes”, how would you compare the benefits from MF 

programs and other development programs? 

8. How would you measure the impact of MF on poverty reduction in your family? Would 

you give us some examples? 

9. In your opinion, what are the factors that support or hinder the contribution of MF to 

poverty reduction? 

10. To improve the contribution of microfinance (if necessary) to poverty reduction, what 

should be done, who should do it and why? 

Thank you for answering the questions. 
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Appendix 2 

The Procedures and Criteria for Annual Household Poverty Assessment and 
Classification 

The poor household assessment and classification in Vietnam is conducted annually by the 

Ministry of Labour, Invalid and Social Affairs (MoLISA) (MoLISA, 2007). The purpose of 

this process is to design and evaluate policies, and analyse achievements in poverty 

reduction at the village or ward level. Poverty status of household in each village is 

assessed and classified by a Poverty Assessment and Classification Board. Members of the 

Poverty Assessment and Classification Board are the village or ward head, a representative 

of the Communal People’s Committee, a local poverty reduction officer, a representative of 

the local communist party and heads of Mass organization (Youth Union, Women’s Union, 

Famers Association, and Veteran Association) (MoLISA, 2007). Apart from the Board, 

representatives of households who are listed to be assessed and classified, and other 

households in the village or ward are invited to be present and participate in a meeting 

where the process is taking place. The Board uses an appendix of rapid poverty assessment 

(Appendix 2, translated and presented in Table A3.2) to list changes and risks that 

households experienced in the previous year. Based on this appendix, factors in the 

previous 12 months to be considered if a household is considered as poor include changes 

in household labour force, employment, land and productive land, and assets. A household 

with a score of eight or above will be listed to be assessed whether it is poor. After having 

all criteria calculated, all representatives of household to be assessed and classified along 

with other household in the village or ward will be invited to attend a meeting in the 

presence of the Board. The criteria (listed in Table A3.1) of each household are analysed, 

assessed, and considered. 

 

MoLISA also issued another appendix (Appendix No. 3) to provide criteria to be calculated 

and assessed (Tables A3.2 and A3.3): total income (VND1,000) and expenses in the 
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previous 12 months (added up from all sources), household income (calculated by 

subtracting total expenses from total income), and per capita income per month (calculated 

by dividing household income by number of family members and by 12 months). 

Household income will be compared with the national poverty line. A household is 

classified as poor if its income is below the national poverty line and at least 50 per cent of 

the meeting participants vote for it as poor. 

Note. Author’s translation from Circular No 04/2007/TT-BLĐTBXH and Appendices 2, 

Appendix 3 and Appendix 4, which were issued with this Circular. 

 

Table A3.1. Criteria and Scores to Identify Poor Households 

Criteria Maximum 
scores 

A household that lost main income sources due to disasters and lacked 
support from relatives 

8 

A household with the main labourer dead or unable to work for a long time 8 
A household that had to sell land to support family members with 
prolonged and chronic illness or diseases 

6 

A household that had children drop out of school due to lack of tuition 4 
A household with gamblers, drug users, alcoholic member and members 
stigmatized due to diseases 

4 

A household that has just been split and had no main income sources 3 
A household that encountered risks and had to sell assets and durable 
goods for daily meals 

3 

A household that lost assets 3 
Note. Author’s translation from Appendix 2, which is issued along with Circular No. 

04/2007/TT-BLĐTBXH). 
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Table A3.2. Total Income and Total Expenditure (VND 1,000) in the Previous 12 Months 

Sources of income Total income Total expenditure 
1. Cultivation production   
    Cereal crops   
    Industrial crops   
    Fruits   
    By-products   
    Other products   
2. Livestock production   
    Cattle   
    Poultry   
    Other products   
3. Agriculture services   
4. Forestry production   
5. Aquaculture production   
6. Other production   
7. Wage and salary   
8. Other income   
9. Grand total   

Note. Author’s translation from Appendix 3, which is issued along with Circular No. 

04/2007/TT-BLĐTBXH). 

 

Table A3.3. Household Income (VND 1,000) 

Criteria Value 
1. Household total income (Total income – total expenditure)  
2. Monthly per capita income (Total income/household size/12)  

Note. Author’s translation from Appendix 3, which is issued along with Circular No. 

04/2007/TT-BLĐTBXH). 
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Appendix 3 
Table A3.4. Adjustment of National Poverty Lines (VND 1,000 per person per month) 

 Urban Rural 

2002 & before 150 80 

2004 218 168 

2006 260 200 

2008 370 290 

2010 450 360 

Source. General Statistics Office (2011). 

 
Appendix 4 
Table A3.5. Correlation between the National Poverty Line and the International Poverty 

Lines 

 

ntlpoor intpoor100 intpoor125 intpoor200 

ntlpoora 1.0000 

   intpoor100b 0.4601*** 1.0000 

  intpoor125c 0.4942*** 0.7801*** 1.0000 

 intpoor200d 0.447*** 0.474*** 0.6076*** 1.0000 

Note. aThe national poverty line; b, c and dThe international poverty lines of $1.00, $1.25 and 

$2.00 PPP per person per day, respectively. 

*** significant at the one per cent level. 

Source. Calculated from the VHLSS 1992-2010. 
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Appendix 5 
Table A3.6. Number of Poor Households and Non-Poor Households in the VHLSS 1992-

2010 Data Set, Using the National Poverty Line 

 

1992 1998 2002 2004 2006 2008 2010 Total 

Non-poor 1,102 4,325 28,741 4,592 25,909 30,632 7,918 103,219 

Poor 1,829 1,437 492 641 2,147 7,661 2,110 16,317 

Total 2,931 5,762 29,233 5,233 28,056 38,293 10,028 119,536 

Source. Calculated from the VHLSS 1992-2010. 

 
Table A3.7. Number of Poor Households and Non-Poor Households in the VHLSS 1992-

2010 Data Set, Using the International Poverty Line of $1.00 PPP per Person per Day 

 

1992 1998 2002 2004 2006 2008 2010 Total 

Non-poor 461 3,367 21,863 4,366 26,276 35,675 9,619 101,627 

Poor 2,470 2,395 7,370 867 1,780 2,618 409 17,909 

Total 2,931 5,762 29,233 5,233 28,056 38,293 10,028 119,536 

Source. Calculated from the VHLSS 1992-2010. 

 
Table A3.8. Number of Poor Households and Non-Poor Households in the VHLSS 1992-

2010 Data Set, Using the International Poverty Line of $1.25 PPP per Person per Day 

 

1992 1998 2002 2004 2006 2008 2010 Total 

Non-poor 350 3,134 18,014 3,779 24,710 33,508 9,198 92,693 

Poor 2,581 2,628 11,219 1,454 3,346 4,785 830 26,843 

Total 2,931 5,762 29,233 5,233 28,056 38,293 10,028 119,536 

Source. Calculated from the VHLSS 1992-2010. 
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Table A3.9. Number of Poor Households and Non-Poor Households in the VHLSS 1992-

2010 Data Set, Using the International Poverty Line of $2.00 PPP per Person per Day 

 

1992 1998 2002 2004 2006 2008 2010 Total 

Non-poor 184 2,749 9,831 2,273 18,423 25,906 7,622 66,988 

Poor 2,747 3,013 19,402 2,960 9,633 12,387 2,406 52,548 

Total 2,931 5,762 29,233 5,233 28,056 38,293 10,028 119,536 

Source. Calculated from the VHLSS 1992-2010.
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Appendix 6 
Table A3.10. Mean Differences of Key Characteristics between Poor and Non-Poor Households in the VHLSS 1992-2010 

 

Mean S.Da. Min Max 
Non- 
Poor Poor 

Non- 
Poor Poor 

Non- 
Poor Poor 

Non- 
Poor Poor 

Household head gender 
(1=male) 0.75 0.68 0.43 0.47 0.00 0.00 1.00 1.00 
Household head ethnicity 
(1=VNb or CNc) 0.86 0.68 0.35 0.47 0.00 0.00 1.00 1.00 
Household head age 
(years) 43.85 40.77 16.11 18.44 0.00 0.00 107.00 93.00 
Household location 
(1=urban) 0.21 0.13 0.41 0.33 0.00 0.00 1.00 1.00 
Household size (persons) 4.65 4.87 1.73 1.99 1.00 1.00 25.00 16.00 
Household head school years 6.46 5.19 3.94 3.85 0.00 0.00 21.00 19.00 
Household total expenditure 24,177 15,363 22,053 11,193 369 694 464,637 136,173 
Household total income 31,809 16,533 56,705 15,385 11 64 10,800,000 735,938 
Loan volume 17,202 6,582 52,786 9,754 6 2 1,239,608 267,620 
Household savings 8,260 2,206 30,363 7,621 2 2 1,629,990 200,000 
Household assets 19,405 4,895 52,322 20,146 5 11 2,491,722 601,500 
Household durable goods 2,879 2,009 12,086 4,922 1 16 1,070,328 129,559 

Note. aStandard deviation, bVietnamese, cChinese. All currency measures are in VND 1,000 at 2004 prices. 

Source. Calculated from the VHLSS 1992-2010. 
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Appendix 7 
Table A3.11. Mean Difference of Key Characteristics between Microfinance Members and Non-Members in the VHLSS 1992-

2010 

 

Mean S.Dc. Min Max 
Non- 
MFa MFb 

Non- 
MF MF 

Non- 
MF MF 

Non- 
MF MF 

Household head gender 
(1=male) 0.69 0.65 0.46 0.48 0.00 0.00 1.00 1.00 
Household head ethnicity 
(1=VNd or CNe) 0.83 0.76 0.38 0.43 0.00 0.00 1.00 1.00 
Household head age (years) 40.50 39.04 17.38 17.93 0.00 0.00 103.00 94.00 
Household location (1=urban) 0.19 0.14 0.39 0.35 0.00 0.00 1.00 1.00 
Household size (persons) 4.79 4.75 1.71 1.69 1.00 1.00 25.00 20.00 
Household head school years 6.26 5.74 4.09 3.90 0.00 0.00 21.00 17.00 
Household total expenditure 27,429 20,304 23,822 14,228 534 1,284 464,637 110,858 
Household total income 36,101 23,900 46,961 20,782 3 20 2,022,626 178,026 
Loan volume 18,913 2,617 91,148 1,064 2 2 5,587,893 4,000 
Household savings 9,096 3,768 41,073 8,192 2 3 1,629,990 200,000 
Household assets 15,977 3,930 91,361 6,685 4 15 3,113,225 112,397 
Household durable goods 2,720 2,015 6,026 3,390 1 16 429,095 61,730 

Note. aNon-microfinance member households; bMicrofinance member households; cStandard deviation, dVietnamese, eChinese. 

All currency measures are in VND 1,000 with fixed prices in 2004. 

Source. Calculated from the VHLSS 1992-2010. 
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Appendix 8 

Table A4.1. Share (per cent) of Loan Volumes by Loan Sources, Using the National Poverty Line 

Source 
1992 1998 2002 

Non- 
poor Poor Total Non- 

poor Poor Total Non- 
poor Poor Total 

Formal 30.11 25.69 29.12 31.81 29.97 31.47 76.43 30.08 36.45 
   Private banks 2.41 3.95 2.75 0.10 - -0.08 20.10 0.70 3.37 
   Other government banks 27.71 21.74 26.37 31.71 29.97 31.39 56.32 29.38 33.08 
Semi-formal 11.09 4.66 9.65 13.86 11.54 13.43 14.90 59.69 53.54 
   VBP - - - 3.07 4.50 3.33 12.50 51.42 46.08 
   Cooperatives 2.38 2.13 2.32 1.15 0.61 1.05 - 1.98 1.71 
   PAPs - - - 1.68 2.43 1.82 2.40 6.29 5.76 
   Others 8.71 2.53 7.32 7.97 4.00 7.23 - - - 
Informal 58.80 69.65 61.23 54.33 58.49 55.10 8.68 10.23 10.01 
   Private money lenders 19.23 8.80 16.89 8.71 10.97 9.13 3.98 3.10 3.22 
   Relatives 28.31 37.91 30.46 20.90 22.91 21.27 4.70 7.13 6.80 
   Other individuals 11.26 22.95 13.88 24.04 24.09 24.05 - - - 
   RCAs - - - 0.68 0.51 0.65 - - - 

Note. Data were not obtained or were not reported in cells with a dash. 

Source. Calculated from the VHLSS 1992-2010. 
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Table A4.1 (continued) 

Source 
2004 2006 2008 2010 

Non- 
poor Poor Total Non- 

poor Poor Total Non- 
poor Poor Total Non- 

poor Poor Total 

Formal 61.86 36.17 59.66 72.12 29.82 71.11 50.28 33.90 49.10 17.71 2.14 13.84 
   Private banks 16.56 0.84 15.22 22.55 0.49 22.08 11.44 0.84 10.72 17.71 2.14 13.84 
   Other government banks 45.30 35.33 44.44 49.57 29.32 49.03 38.85 33.06 38.38 - - - 
Semi-formal 10.80 23.64 11.89 10.92 36.21 11.54 28.29 55.90 30.23 82.29 97.86 86.16 
   VBP 3.44 14.39 4.36 4.38 28.15 4.99 16.59 46.59 18.68 73.03 89.38 77.10 
   Cooperatives 3.48 3.68 3.50 3.83 1.25 3.74 2.85 3.20 2.88 - - - 
   PAPs 2.26 3.91 2.40 1.73 5.39 1.83 5.99 4.48 5.89 9.26 8.48 9.07 
   Others 1.62 1.67 1.62 0.98 1.43 0.99 2.86 1.64 2.78 - - - 
Informal 27.34 40.19 28.45 16.96 33.97 17.35 21.43 10.19 20.67 - - - 
   Private money lenders 4.99 9.75 5.40 3.20 6.33 3.27 3.94 1.68 3.79 - - - 
   Relatives 22.35 30.44 23.06 13.76 27.64 14.08 17.49 8.51 16.88 - - - 
   Other individuals - - - - - - - - - - - - 
   RCAs - - - - - - - - - - - - 

Note. Data were not obtained or were not reported in cells with a dash. 

Source. Calculated from the VHLSS 1992-2010. 
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Table A4.2. Share (per cent) of Loan Volumes by Loan Sources, Using the International Poverty Line of $1.25 PPP per Person 

per Day 

Source 
1992 1998 2002 

Non- 
poor Poor Total Non- 

poor Poor Total Non- 
poor Poor Total 

Formal 30.11 25.69 29.12 31.81 29.97 31.47 76.43 30.08 36.45 
   Private banks 2.41 3.95 2.75 0.10 - 0.08 20.10 0.70 3.37 
   Other government banks 27.71 21.74 26.37 31.71 29.97 31.39 56.32 29.38 33.08 
Semi-formal 11.09 4.66 9.65 13.86 11.54 13.43 14.90 59.69 53.54 
   VBP - - - 3.07 4.50 3.33 12.50 51.42 46.08 
   Cooperatives 2.38 2.13 2.32 1.15 0.61 1.05 - 1.98 1.71 
   PAPs - - - 1.68 2.43 1.82 2.40 6.29 5.76 
   Others 8.71 2.53 7.32 7.97 4.00 7.23 - - - 
Informal 58.80 69.65 61.23 54.33 58.49 55.10 8.68 10.23 10.01 
   Private money lenders 19.23 8.80 16.89 8.71 10.97 9.13 3.98 3.10 3.22 
   Relatives 28.31 37.91 30.46 20.90 22.91 21.27 4.70 7.13 6.80 
   Other individuals 11.26 22.95 13.88 24.04 24.09 24.05 - - - 
   RCAs - - - 0.68 0.51 0.65 - - - 

Note. Data were not obtained or were not reported in cells with a dash. 

Source. Calculated from the VHLSS 1992-2010. 
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Table A4.2 (continued) 

Source 
2004 2006 2008 2010 

Non- 
poor Poor Total Non- 

poor Poor Total Non- 
poor Poor Total Non- 

poor Poor Total 

Formal 61.86 36.17 59.66 72.12 29.82 71.11 50.28 33.90 49.10 17.71 2.14 13.84 
   Private banks 16.56 0.84 15.22 22.55 0.49 22.08 11.44 0.84 10.72 17.71 2.14 13.84 
   Other government banks 45.30 35.33 44.44 49.57 29.32 49.03 38.85 33.06 38.38 - - - 
Semi-formal 10.80 23.64 11.89 10.92 36.21 11.54 28.29 55.90 30.23 82.29 97.86 86.16 
   VBP 3.44 14.39 4.36 4.38 28.15 4.99 16.59 46.59 18.68 73.03 89.38 77.10 
   Cooperatives 3.48 3.68 3.50 3.83 1.25 3.74 2.85 3.20 2.88 - - - 
   PAPs 2.26 3.91 2.40 1.73 5.39 1.83 5.99 4.48 5.89 9.26 8.48 9.07 
   Others 1.62 1.67 1.62 0.98 1.43 0.99 2.86 1.64 2.78 - - - 
Informal 27.34 40.19 28.45 16.96 33.97 17.35 21.43 10.19 20.67 - - - 
   Private money lenders 4.99 9.75 5.40 3.20 6.33 3.27 3.94 1.68 3.79 - - - 
   Relatives 22.35 30.44 23.06 13.76 27.64 14.08 17.49 8.51 16.88 - - - 
   Other individuals - - - - - - - - - - - - 
   RCAs - - - - - - - - - - - - 

Note. Data were obtained or were not reported in cells with a dash. 

Source. Calculated from the VHLSS 1992-2010. 
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Appendix 9 
Table A4.3. Median of Loan Volumes (VND 1,000; 2004 prices) by Loan Sources, Using the National Poverty Line 

Source 
1992 1998 2002 

Non- 
poor Poor Non- 

poor Poor Non- 
poor Poor 

Formal 
         Private banks 569.93 1,139.85 3,526.65 - 13,379.09 2,140.66 

   Other government banks 1,139.85 1,139.85 3,022.84 2,015.23 5,351.64 3,210.98 
Semi-formal 

         VBP - - 1,511.42 2,015.23 3,210.98 2,140.66 
   Cooperatives 409.53 325.67 1,511.42 1,511.42 - 2,408.24 
   PAPs - - 1,511.42 2,015.23 2,140.66 2,140.66 
   Others 2,768.22 1,628.36 1,108.38 1,007.61 - - 
Informal 

         Private money lenders 814.18 651.34 1,511.42 1,511.42 3,746.15 3,210.98 
   Relatives 814.18 651.34 1,309.90 1,914.47 3,478.56 2,836.37 
   Other individuals 495.02 407.09 1,511.42 1,209.14 - - 
   RCAs - - 1,511.42 3,073.22 - - 
Average 814.18 749.05 2,015.23 2,015.23 4,281.31 2,675.82 

Note. Data were not obtained or were not reported in cells with a dash. 

Source. Calculated from the VHLSS 1992-2010. 
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Table A4.3 (continued) 

Source 
2004 2006 2008 2010 

Non- 
poor Poor Non- 

poor Poor Non- 
poor Poor Non- 

poor Poor 

Formal 
           Private banks 14,000.00 4,000.00 28,606.34 1,907.09 15,965.41 15,965.41 14,926.90 9,951.27 

   Other government banks 8,000.00 5,000.00 9,535.45 5,721.27 7,982.70 7,982.70 - - 
Semi-formal 

           VBP 4,000.00 3,000.00 4,767.72 4,767.72 5,587.89 4,789.62 8,292.72 8,292.72 
   Cooperatives 5,000.00 5,000.00 9,535.45 4,767.72 7,982.70 6,386.16 - - 
   PAPs 3,000.00 2,000.00 4,767.72 3,814.18 5,587.89 4,789.62 5,804.91 6,634.18 
   Others 2,600.00 1,650.00 3,814.18 1,430.32 3,991.35 6,386.16 - - 
Informal 

           Private money lenders 2,000.00 2,000.00 4,767.72 2,860.63 5,587.89 1,197.41 - - 
   Relatives 3,500.00 2,000.00 4,767.72 3,814.18 4,789.62 2,394.81 - - 
   Other individuals - - - - - - - - 
   RCAs - - - - - - - - 
Average 5,000.00 3,000.00 8,581.90 4,767.72 6,386.16 4,789.62 8,292.72 8,292.72 

Note. Data were not obtained or were not reported in cells with a dash. 

Source. Calculated from the VHLSS 1992-2010. 
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Table A4.4. Median of Loan Volumes (VND 1,000; 2004 prices) by Loan Sources, Using the International Poverty Line of $1.25 

PPP per Person per Day 

Source 
1992 1998 2002 

Non- 
poor Poor Non- 

poor Poor Non- 
poor Poor 

Formal 
         Private banks 569.93 1,139.85 3,526.65 - 13,379.09 2,140.66 

   Other government banks 1,139.85 1,139.85 3,022.84 2,015.23 5,351.64 3,210.98 
Semi-formal 

         VBP - - 1,511.42 2,015.23 3,210.98 2,140.66 
   Cooperatives 409.53 325.67 1,511.42 1,511.42 - 2,408.24 
   PAPs - - 1,511.42 2,015.23 2,140.66 2,140.66 
   Others 2,768.22 1,628.36 1,108.38 1,007.61 - - 
Informal 

         Private money lenders 814.18 651.34 1,511.42 1,511.42 3,746.15 3,210.98 
   Relatives 814.18 651.34 1,309.90 1,914.47 3,478.56 2,836.37 
   Other individuals 495.02 407.09 1,511.42 1,209.14 - - 
   RCAs - - 1,511.42 3,073.22 - - 
Average 814.18 749.05 2,015.23 2,015.23 4,281.31 2,675.82 

Note. Data were not obtained or were not reported in cells with a dash. 

Source. Calculated from the VHLSS 1992-2010. 
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Table A4.4 (continued) 

Source 
2004 2006 2008 2010 

Non- 
poor Poor Non- 

poor Poor Non- 
poor Poor Non- 

poor Poor 

Formal 
           Private banks 14,000.00 4,000.00 28,606.34 1,907.09 15,965.41 15,965.41 14,926.90 9,951.27 

   Other government banks 8,000.00 5,000.00 9,535.45 5,721.27 7,982.70 7,982.70 - - 
Semi-formal 

           VBP 4,000.00 3,000.00 4,767.72 4,767.72 5,587.89 4,789.62 8,292.72 8,292.72 
   Cooperatives 5,000.00 5,000.00 9,535.45 4,767.72 7,982.70 6,386.16 - - 
   PAPs 3,000.00 2,000.00 4,767.72 3,814.18 5,587.89 4,789.62 5,804.91 6,634.18 
   Others 2,600.00 1,650.00 3,814.18 1,430.32 3,991.35 6,386.16 - - 
Informal 

           Private money lenders 2,000.00 2,000.00 4,767.72 2,860.63 5,587.89 1,197.41 - - 
   Relatives 3,500.00 2,000.00 4,767.72 3,814.18 4,789.62 2,394.81 - - 
   Other individuals - - - - - - - - 
   RCAs - - - - - - - - 
Average 5,000.00 3,000.00 8,581.90 4,767.72 6,386.16 4,789.62 8,292.72 8,292.72 

Note. Data were not obtained or were not reported in cells with a dash. 

Source. Calculated from the VHLSS 1992-2010. 
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Appendix 10 
Table A4.5. Median of Interest Rates (per cent per year) by Loan Sources, Using the International Poverty Line of $1.25 PPP per 

Person per Day 

Source 
1992 1998 2002 

Non- 
poor Poor Non- 

poor Poor Non- 
poor Poor 

Formal 
         Private banks 66.00 48.00 16.20 - 3.60 6.00 

   Other government banks 36.00 32.40 14.40 14.40 1.20 7.20 
Semi-formal 

         VBP - - 13.20 13.20 6.00 6.00 
   Cooperatives 48.00 43.20 18.00 15.90 

 
6.45 

   PAPs - - 12.00 8.40 8.04 6.00 
   Others 19.80 - 14.40 14.40 - - 
Informal 

         Private money lenders 120.00 80.00 48.00 36.00 18.00 33.00 
   Relatives 72.00 60.00 19.20 24.00 2.00 12.00 
   Other individuals 120.00 81.00 36.00 24.00 - - 
   RCAs - - 14.40 30.00 - - 
Average 48.00 38.40 14.40 14.40 6.00 6.00 

Note. Data were not obtained or were not reported in cells with a dash. 

Source. Calculated from the VHLSS 1992-2010. 
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Table A4.5 (continued) 

Source 
2004 2006 2008 2010 

Non- 
poor Poor Non- 

poor Poor Non- 
poor Poor Non- 

poor Poor 

Formal 
           Private banks 10.50 4.28 12.60 6.00 15.30 21.00 12.00 6.00 

   Other government banks 12.00 10.20 13.20 12.60 14.64 12.60 - - 
Semi-formal 

           VBP 6.00 6.00 6.00 6.00 7.80 7.20 7.80 7.80 
   Cooperatives 12.90 9.00 14.40 3.59 14.70 10.40 

     PAPs 6.00 6.00 6.00 6.00 7.80 7.80 7.80 4.80 
   Others 7.20 9.00 13.80 13.50 11.40 0.50 - - 
Informal 

           Private money lenders 24.00 30.00 24.00 21.60 36.00 24.00 - - 
   Relatives 12.00 12.00 13.20 18.00 18.00 16.20 - - 
   Other individuals - - - - - - - - 
   RCAs - - - - - - - - 
Average 11.40 7.20 12.00 6.00 7.80 7.80 7.80 7.80 

Note. Data were not obtained or were not reported in cells with a dash. 

Source. Calculated from the VHLSS 1992-2010. 
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Appendix 11 
Table A4.6. Median of Loan Volumes (VND 1,000; 2004 prices) by Loan Purposes, Using the National Poverty Line 

Loan purpose 
1992 1998 2004 2006 2008 

Non- 
poor Poor Non- 

poor Poor Non- 
poor Poor Non- 

poor Poor Non- 
poor Poor 

Agroa-Forestb & Aquac 814 749 2,015 2,015 5,000 3,000 7,628 4,768 6,386 4,790 
Industrial production 2,117 1,238 3,527 2,821 - - 14,303 4,768 7,983 43,905 
Trade 814 1,628 2,519 2,015 5,671 3,000 9,535 5,721 8,781 5,588 
Services 7,328 - 1,562 3,023 8,500 5,000 14,303 2,384 19,957 3,193 
Other 651 651 - - - - - - - - 

Note. aAgriculture, bForestry and cAquaculture. Data were not obtained or were not reported in cells with a dash. 

Source. Calculated from the VHLSS 1992-2010. 
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Appendix 12 
Table A4.7. Index (times) of Loan Volumes by Loan Purposes, Using the National Poverty Line 

Loan purpose 
1992 1998 2004 2006 2008 

Non- 
poor Poor Non- 

poor Poor Non- 
poor Poor Non- 

poor Poor Non- 
poor Poor 

Agroa-Forestb & Aquac 1.00 1.00 2.48 2.69 6.14 4.01 9.37 6.37 7.84 6.39 
Industrial production 1.00 1.00 1.67 2.28 - - 6.76 3.85 3.77 35.48 
Trade 1.00 1.00 3.09 1.24 6.97 1.84 11.71 3.51 10.79 3.43 
Services 1.00 1.00 0.21 - 1.16 1.65 1.95 0.79 2.72 1.06 
Other 1.00 1.00 - - - - - - - - 

Note. aAgriculture, bForestry and cAquaculture. Data were not obtained or were not reported in 2010 and cells with a dash. 1992 

is used as based year. 

Source. Calculated from the VHLSS 1992-2010. 
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Appendix 13 
Table A4.8. National Poverty Lines and Inflation and Index 

Years 2002 2004 2006 2008 2010 
Poverty linea (VND 1,000 per person per month) 

     Urban poverty line 150 218 260 370 450 
   Rural poverty line 80 168 200 290 360 
Inflationb (%) 3.83 7.76 7.39 23.12 8.86 
Indexc (times)      
   Urban poverty line 1.00 1.45 1.73 2.47 3.00 
   Rural poverty line 1.00 2.10 2.50 3.63 4.50 
Inflation (times) 1.00 1.04 1.03 1.19 1.05 

Source. ahttp://www.gso.gov.vn, 
bhttp://www.indexmundi.com/facts/vietnam/inflation, cauthor’s calculations 

  

http://www.gso.gov.vn/
http://www.indexmundi.com/facts/vietnam/inflation
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Appendix 14 

 
Figure A4.1. Share of loan volumes by loan sources, using the international poverty line of 

$1.25 PPP per person per day. Calculated from the VHLSS 1992-2010. Data of loan 

volumes for informal sector in 2010 were not available.
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Appendix 15 
Table A5.1. Descriptive Statistics of Loan Volume, Per Adult-Equivalent Income and Consumption 

Variables Mean S.Da. Min Median Max Outliers 
Adult-equivalent consumption 13,202.07 12,150.80 242.26 10,082.50 297,636.00 1,777 
Adult-equivalent income 17,564.97 27,340.00 0.76 11,964.43 4,517,990.00 5,314 
Loan volume 17,092.59 86,038.07 1.63 6,634.18 5,587,893.00 2,811 

Note. aStandard deviation. 

Unit used is VND 1,000 at 2004 prices with the exception of the last column, outliers, which refers to households. 

Source. Calculated from the VHLSS 1992-2010 pseudo-panel data set. 
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Appendix 16 
Table A5.2. Mean Differences between Poor and Non-Poor Households in the VHLSS 1992-2010 Pseudo-Panel Data Set 

 
Mean S.Da. Min Max 

 
Non-poor Poor Non-poor Poor Non-poor Poor Non-poor Poor 

Household head gender (1=male) 0.65 0.74 0.48 0.44 0.00 0.00 1.00 1.00 
Household without loans (1=no loan) 0.44 0.52 0.50 0.50 0.00 0.00 1.00 1.00 
Household head ethnicity (1=VNb or CNc) 0.87 0.69 0.34 0.46 0.00 0.00 1.00 1.00 
Household head age (years) 40.76 42.13 18.24 17.52 0.00 0.00 107.00 101.00 
Household residential location (1=urban) 0.23 0.09 0.42 0.29 0.00 0.00 1.00 1.00 
Household size (persons) 4.53 5.25 1.64 2.05 1.00 1.00 19.00 25.00 
Household head school years 6.62 5.29 3.98 3.74 0.00 0.00 20.00 19.00 
Adult-equivalent consumption 13,448 5,175 7,857 3,057 694 242 49,876 48,395 
Adult-equivalent income 16,866 4,393 9,515 2,198 1,900 1 49,978 13,026 
Loan volume 9,061 4,341 7,533 4,510 6 2 61,878 42,320 
Savings 8,281 2,391 26,796 7,983 2 2 1,629,990 293,677 
Asset expenditure 18,103 7,999 43,146 23,620 4 5 1,248,377 1,890,285 
Durable goods expenditure 3,317 2,852 9,242 5,298 1 16 566,417 121,997 

Note. aStandard deviation, bVietnames and cChinese. All currency measures are in VND 1,000 at 2004 prices. 

The t-test results of all variables are significant at one per cent level 

Source. Calculated from the VHLSS 1992-2010 pseudo-panel data set. 
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Appendix 17 

Table A5.3. Mean Differences between Microfinance and Non-Microfinance Member Households in the VHLSS 1992-2010 

Pseudo-Panel Data Set 

 
Mean S.Dc. Min Max 

 
Non-MFa MFb Non-MF MF Non-MF MF Non-MF MF 

Household head gender (1=male) 0.69 0.65 0.46 0.48 0.00 0.00 1.00 1.00 
Household head ethnicity (1=VNd or CNe) 0.81 0.75 0.39 0.43 0.00 0.00 1.00 1.00 
Household head age (years) 40.59 39.02 17.35 17.98 0.00 0.00 103.00 94.00 
Household residential location (1=urban) 0.16 0.14 0.37 0.35 0.00 0.00 1.00 1.00 
Household size (persons) 4.78 4.77 1.71 1.69 1.00 1.00 25.00 20.00 
Household head school years 6.14 5.69 4.06 3.90 0.00 0.00 20.00 17.00 
Adult-equivalent consumption 12,412 10,380 7,823 7,086 242 557 49,626 48,096 
Adult-equivalent income 14,625 11,884 9,851 9,000 1 8 49,978 49,969 
Loan volume 8,805 2,607 7,426 1,070 2 2 61,878 4,000 
Savings 5,103 3,571 18,754 8,158 2 3 1,629,990 200,000 
Asset expenditure 7,311 3,816 24,569 5,892 4 15 1,890,285 83,164 
Durable goods expenditure 2,473 2,022 4,919 3,401 1 16 167,909 61,730 

Note. aNon-microfinance member households, bMicrofinance member households, cStandard deviation, dVietnamese and 
eChinese. All currency measures are in VND 1,000 at 2004 prices. 

The t-test results of all variables are significant at one per cent level, except the “Household size” 

Source. Calculated from the VHLSS 1992-2010 pseudo-panel data set. 
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Appendix 18 

The Procedure of Constructing a Panel Data Set from the VHLSS 2002-2008 

A unique ID for each year or survey wave is essential to construct a panel data set between 

two years or surveys. The use of IDs available in the data is sufficient to form panel data 

sets from the VHLSS. Unfortunately, miscodes were found in the data. For example, while 

constructing the panel data set between the VHLSS 2002 and the VHLSS 2004, McCaig 

faced three major difficulties: (1) the 2002 household ID that should be matched with the 

2004 household ID was not available, (2) duplicate matches of 2004 households with a 

2002 household and (3) the matches constructed by using the original IDs were actually 

mismatches after the author used information about age (year of birth) and gender to check. 

Apart from comparing age and gender information to track individuals between the two 

surveys and match them, the author used names of the participants, which can be found in 

the data of the households, to make corrections. However, using participants’ names is 

considered as inappropriate as Le and Pham (2009) argued. In particular, the National 

Steering Committee for the living standard survey stated in the VHLSS 1992 that the data 

are confidential. The number of matches using the original IDs is 4,476 households. After 

revising and using gender and age information for corrections, the number of matches is 

4,449 households. 

Phung and Nguyen (2004) built on and replicated with modification the work of McCaig to 

construct the VHLSS panel data sets between 2002 and 2004, 2004 and 2006, and 2002, 

2004 and 2006. Phung and Nguyen used household ID, household member or individual 

ID, age, gender, and year of birth to construct their panel data sets. They started 

constructing panel data sets by simply using the household member ID and the household 

ID to match individuals and households between the VHLSS waves. By doing this, they 

discovered: (1) a number of matches, (2) a number of individuals or households could not 

be matched due to missing IDs and (3) duplication of individuals due to coding error. For 

example, they found 42 duplicates for the VHLSS 2004 and another 42 duplicates for the 

VHLSS 2006. They also found that of those matched, not all were genuine. These issues 
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are similar to those McCaig faced. To identify the number of genuine matches and incorrect 

matches of (1) they compare the variables of age of individuals between the waves. There is 

a question in later surveys or waves asking about age of individuals in previous surveys or 

waves. An individual is considered as a genuine match when these pieces of information 

are identical. By comparing the variable of individual age they found matches and 

mismatches. They also compared the variables of individual gender with a similar 

technique. By doing this they discovered matches and mismatches. The number of matches 

found by comparing the gender of individuals is greater than those found by comparing the 

age of individuals. Next step, they constructed two age structures of individuals found in 

each household. To do this, they simply put the age of each family member in the previous 

wave and later wave next to each other. Then they merged the data using these two age 

structures, but only used the first six digits (highlighted in Table A6.1) for each structure. 

This step is illustrated as below: 

If a family has four members, the family members will be coded as in Table A6.1. 

 

Table A6.1. A Demonstration of Constructing the Panel Data 

Household ID 
year T (A) 

Member ID 
year T (B) 

Age in year 
T+1 in year 

T (C) 

Age in year 
T (D) 

Age 
structure in 

year T+1 (E) 

Age 
structure in 
year T (F) 

1020102122 1 35 35 3530510 3532515 
1020102122 2 30 32 3530510 3532515 
1020102122 3 5 5 3530510 3532515 
1020102122 4 10 15 3530510 3532515 

Note. Author’s illustration 

 

After this step, most matches were found and combined. For the remaining mismatches, 

they replaced values of (C) with (D) for members who had different ages between the two 

waves. For the remainder of the unmatched households, they looked for households who in 

previous waves had age structures matched and then combined them. After revising the 



 

 

 

 

176 

data, they found a panel data set of 3,931 households between the VHLSS 2002 and the 

VHLSS 2004, a panel data set of 4,193 households between the VHLSS 2004 and the 

VHLSS 2006, and a panel data set of 1,844 households between the three years. Although 

they were able to construct panel data sets, the techniques applied are questionable. For 

example, the individuals could not be matched by using the household and member IDs 

may be matched. The age structures with only the first six digits may be insufficient to find 

the matches to be combined since the age of a person can range from one to three digits. In 

addition, the number of members in a family could be more than four. The descriptive 

statistics in Table A6.1 confirmed this argument. In those cases, the matches found and 

combined by these age structures could be incorrect. When they changed the age of 

individuals, they are forcing them to match, but actually they might not match. 

The VHLSS 2004 contains information to create two important household IDs. One ID is 

used to construct a panel data set between the VHLSS 2002 and the VHLSS 2004; it is 

coded as “0204hhid”. The other is used to construct a panel data set between the VHLSS 

2004, the VHLSS 2006 and the VHLSS 2008; it is coded as “0408hhid”. Therefore, it is the 

key to construct a panel data set between the VHLSS 2002, the VHLSS 2004, the VHLSS 

2006 and the VHLSS 2008. Firstly, the ID “0204id” is used to construct a panel data set 

between the VHLSS 2002 and the VHLSS 2004. Based on this panel data set a 2004 

household ID is created for the VHLSS 2002 to match with the following waves. This ID is 

coded as “0208id”. Next, the VHLSS 2006 is matched with the VHLSS 2008, using the ID 

“0408hhid”. Finally, the ID “0208id” is used to match the VHLSS 2002-2004 panel with 

the VHLSS 2006-2008 panel to create the VHLSS 2002-2008 panel data set.  

To construct a panel data set between the VHLSS 2002, the VHLSS 2004, the VHLSS 

2006 and the VHLSS 2008 individual or member and household IDs are created using 

similar techniques to those used by McCaig, and Phung and Nguyen. That is a combination 

of IDs of “tinh” (province), “huyen or quan” (district), “xa or Phuong” (commune or ward), 

cluster and a two-digit household number. During the construction of the panel data set the 

ID of “xa” and ID of “hoso” were found to be sufficient to create the household ID for the 
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VHLSS 2002. Similarly, the IDs of “tinh”, “huyen”, “xa” and “hoso” were found to be 

sufficient to create the household ID for the VHLSS 2004. It is also identified that the ID of 

“xa” in the VHLSS 2002 consists of 7 digits and the ID used in the VHLSS 2004 is 

comprised of two digits. To create IDs using these IDs to match the VHLSS 2002 with the 

VHLSS 2004, the VHLSS 2002 household number should be placed after the VHLSS 2002 

commune or ward ID. However, for the VHLSS 2004, a zero should be inserted before the 

district ID and another zero should be inserted before the commune or ward ID. The 

formulas to create the household IDs for the VHLSS 2002 and the VHLSS 2004 are 

presented as follows: 

The VHLSS 2002
household

ID
= xa ∗ 102 + hoso 

The VHLSS 2004
household

ID
= tinh ∗ 106 + huyen ∗ 104 + xa ∗ 102 + hoso 

An example of a matched household is described as the following: 

 

Table A6.2. A Demonstration of Matching Households in the VHLSS 

Year Province 
ID 

District 
ID 

Commune 
ID 

Household 
number 

Household 
ID 

2002 - - 1010103 15 101010315 
2004 101 1 3 15 101010315 

Note. Numbers in red are inserted. 

Source. Author’s illustration. 

 

The main reason that a number of previous studies have not been able to construct a longer 

panel data of the VHLSS is the focus on the individual level, which created difficulties in 

obtaining perfect matches over a longer period. Studies that focused on the household level 
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may ignore the share of pooled resources within a family and the fungibility of money. To 

increase the probability for the matches, apart from considering the above issues, the 

number of digits in the household ID has been increased to 15, instead of 12 as in the work 

of Le and Pham (2009). 

The VHLSS data were claimed as inconsistently coded (Le & Pham, 2009; McCaig, 2009). 

During the panel construction process the following issues have been identified and 

resolved: 

Binary variables in the VHLSS were not properly coded. For example, the residential 

location of households in the VHLSS data from 2002 to 2008 was coded 1 if the household 

was located in a rural area and 2 if the household was located in an urban area. Code 2 is 

not appropriate to assign to a binary variable. To solve the problem, this variable has been 

recoded as zero if the household was located in a rural area and 1 if the household was 

located in an urban area. Similarly, household gender in the VHLSS 2002 to the VHLSS 

2008 was coded as 1 if the head was a male and as 2 for a female. This variable has been 

recoded as 0 if the head was a female and as 1 if the head was a male. 

Categorical variables that can adopt more than two values have been re-grouped into two 

groups according to their similarity for the ease of dummy variable assignment. For 

example, household head ethnicity in the VHLSS 2002-2008 was coded from 1 to 10. 

Vietnamese and Chinese household heads have been classified into one group and assigned 

a value of 1, other ethnicities into another group and assigned a value of zero. The reason 

for this classification is that the former group usually was wealthier than the latter. Another 

example is loan purposes, which were coded from 1 to 4 and 9. This variable has been 

recoded and the loan purpose coded 9 has been treated as missing information. 

Household expenditure on assets and durable goods was not consistently coded. For 

example, in some waves, a data file that contains aggregated expenditure of households on 

assets and durable goods is available, but in some other waves, it is not. Household 

expenditure on assets and durable goods has been totalled from all assets and durable goods 
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that the household purchased for all household members. Typical examples include: 

household expenditure on assets in the VHLSS 2002, household expenditure on assets and 

durable goods in the VHLSS 2004 and household expenditure on durable goods in the 

VHLSS 2006. 

Poverty status in the VHLSS was not properly coded to be assigned as a binary variable. 

For example, the VHLSS 2004 and 2006 poverty status was coded as 1 if the household 

was classified as poor and as 2 if the household was non-poor. This variable has been 

recoded as 1 if the family was poor and as zero otherwise. In the VHLSS 2002, poverty 

status variable was coded from 1 to 4. Households that were coded as 1 and 2 have been 

classified into one group and assigned as poor households and households that were coded 

as 3 and 4 have been grouped into another group and assigned as non-poor households. The 

information of poverty status in the VHLSS 2008 is missing; it has been gathered from the 

school fee exemption section. 

The zero issues in the VHLSS 2002-2008 have been classified into two types: zero loan 

volumes can be eligible and acceptable since a household may not obtain any loan. 

However, zero income or consumption is ineligible and unacceptable. Therefore, a dummy 

variable has been created to represent these zero values. It takes a value of 1 if the 

information is missing and a value of zero otherwise. 

Loan sources among the VHLSS waves were identified to be inconsistent. For example, 

some sources were surveyed in some years, but were not surveyed in other years or names 

of sources were changed. To solve this problem, loan sources have been grouped or re-

grouped according to their familiarity. The current study focuses on examining the impact 

of microfinance (represented by microfinance loan volume) on poverty reduction. 

However, there is no information of such loans. Fortunately, the data contain loans 

provided by concessional sources: VBP or VBSP and PAPs, which were providers of 

microfinance loans at that time. To distinguish such loans, firstly loans have been split into 

concessional loans and non-concessional loans (provided by other sources rather than the 
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VBP or VBSP and PAPs). There is still a further challenge: the VBP or VBSP not only 

provided loans to the poor for poverty reduction purposes (with small volume), but also to 

the non-poor for other purposes (normally with larger sizes). To overcome this difficulty, 

loans from concessional sources have been split into two types, one is above VND four 

million and the other is equal to VND four million or less. The latter has been defined as 

microfinance loans. It was the average loan volume of registered MFIs that reported to 

MIX Market from 1992 to 2010. Another problem with the VHLSS 2002 loan sources is 

that they were not provided through a data file like other waves of the VHLSS. Fortunately, 

a data file that contains loan interest rates also includes the information of the VHLSS 2002 

loan sources. 

Information on loan volumes in the VHLSS was collected at the individual level since each 

member of the family may obtain loans from different sources. However, the current study 

focuses on examining the impact of loan volumes at household level; therefore, loan 

volumes from each loan source have been totalled from all family members. 

Loan interest rates vary due to loan terms. For example, the VHLSS 2004-2008 data 

contain daily interest, weekly interest, monthly interest, quarterly interest, biannual interest 

and annual interest. However, the VHLSS 2002 data contain only monthly interest and 

annual interest. For the ease of analysis, all types of interest have been converted to annual 

interest. 

A separate data file that provides information on household savings is not available in the 

VHLSS. Information of all possible sources that were considered as savings (cash in hand, 

money in saving accounts, value of gold and rare gems and value of bonds) has been 

collected and aggregated from each member of the family to be household savings. 

To the best of the author’s knowledge, no previous study has been able to construct a 

VHLSS panel data set from 2002 to 2008. The longer time frame of the VHLSS panel data 

allows a dynamic analysis of microfinance participation and household outcomes to be 
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examined sufficiently, and therefore may shed more light on the impact of microfinance on 

poverty reduction. 
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Appendix 19 
Table A6.3. Descriptive Statistics of Loan Volume, Per Adult-Equivalent Income and Consumption 

Variables Mean S.Ea. Min Median Max Outliers 
Per adult-equivalent income 13,457.82 13,908.70 954.59 9,878.91 370,000.00 222.00 
Per adult-equivalent consumption 10,166.51 8,092.52 909.54 8,028.53 210,000.00 47.00 
Loan volume 16,382.06 96,721.71 6.39 6,484.10 5,600,000.00 185.00 

Note. aStandard error. 

Unit used is VND 1,000 at 2004 prices with the exception of the last column, outliers, which refers to households. 

Source. Calculated from the VHLSS 2002-2008. 
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Appendix 20 
Table A6.4. The Impact of Microfinance on Poverty Reduction, Using 90 Percentile of Loan Volume (FE) 

 
Consumption Income 

 
Poverty status 

 
Coefa. S.Eb. Coef. S.E. Coef. S.E. 

Microfinance access (1=yes) 0.239 0.298 0.633 0.407 0.000 0.273 
Loan volume (log) 0.089*** 0.009 0.120*** 0.010 -0.053*** 0.008 
Interaction term between loan volume 
and MF access (log) -0.035 0.037 -0.084* 0.051 0.001 0.034 
Household without loans(1=no loans) 0.727*** 0.077 1.044*** 0.088 -0.443*** 0.072 
Household head age (log) 0.034 0.024 -0.029 0.028 0.002 0.020 
Household size (log) 0.238*** 0.016 0.270*** 0.018 0.101*** 0.012 
Survey wave 0.182*** 0.004 0.176*** 0.005 -0.090*** 0.004 
Constant 7.330*** 0.123 7.434*** 0.142 0.761*** 0.107 

Note. aCoefficient, bStandard error. 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

The year 2002 is used as the reference period. 

Source. Calculated from the VHLSS 2002-2008. 
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Table A6.5. The Impact of Microfinance on Poverty Reduction, Using 95 Percentile of Loan Volume (FE) 

 
Consumption Income 

 
Poverty status 

 
Coefa. S.Eb. Coef. S.E. Coef. S.E. 

Microfinance access (1=yes) -0.008 0.267 0.449 0.347 -0.106 0.223 
Loan volume (log) 0.089*** 0.009 0.120*** 0.010 -0.053*** 0.008 
Interaction term between loan volume 
and MF access (log) -0.001 0.033 -0.059 0.042 0.015 0.027 
Household without loans (1=no loans) 0.730*** 0.077 1.050*** 0.088 -0.447*** 0.072 
Household head age (log) 0.034 0.024 -0.029 0.028 0.002 0.020 
Household size (log) 0.238*** 0.016 0.270*** 0.018 0.100*** 0.012 
Survey wave 0.182*** 0.004 0.176*** 0.005 -0.090*** 0.004 
Constant 7.327*** 0.123 7.430*** 0.142 0.765*** 0.107 

Note. aCoefficient, bStandard error. 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

The year 2002 is used as the reference period. 

Source. Calculated from the VHLSS 2002-2008. 
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Appendix 21 

Table A6.6. The Impact of Microfinance on Poverty Reduction (FE with an Exclusion of Households without Loans) 

 
Consumption Income Poverty status 

 
Coef. S.E. Coef. S.E. Coef. S.E. 

Microfinance access (1=yes) -0.279 0.368 0.059 0.469 0.085 0.296 
Loan volume (log) 0.008*** 0.001 -0.001 0.002 -0.001 0.001 
Interaction term between loan 
volume and MF access (log) 0.023 0.048 -0.026 0.061 -0.003 0.038 
Household head age (log) 0.061** 0.028 0.030 0.033 -0.038 0.024 
Household size (log) 0.219*** 0.019 0.244*** 0.022 0.127*** 0.015 
Survey wave 0.178*** 0.005 0.197*** 0.006 -0.103*** 0.005 
Constant 7.979*** 0.113 8.250*** 0.132 0.456*** 0.095 

Note. aCoefficient, bStandard error. 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

The year 2002 is used as the reference period. 

Source. Calculated from the VHLSS 2002-2008. 
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Appendix 22 

Table A6.7. The Impact of Microfinance on Poverty Reduction, Using 90 Percentile of Loan Volume (FE with Lagged 

Independent Variables) 

 Consumption Income Poverty status 

 Coefa. S.Eb. Coef. S.E. Coef. S.E. 
Lagged microfinance access (1=yes) -0.533** 0.259 -0.131 0.302 -0.142 0.266 
Lagged loan volume (log) -0.004** 0.002 0.000 0.002 0.000 0.001 
Lagged interaction term between loan 
volume and MF access (log) 0.067** 0.033 0.017 0.039 0.019 0.034 
Household without loans (1=no loans) 0.010 0.014 0.056*** 0.016 -0.034*** 0.011 
Household head age (log) 0.032 0.028 -0.046 0.033 0.007 0.022 
Household size (log) 0.252*** 0.018 0.295*** 0.021 0.074*** 0.013 
Survey wave 0.181*** 0.007 0.148*** 0.008 -0.066*** 0.006 
Constant 8.068*** 0.114 8.560*** 0.136 0.269*** 0.090 

Note. aCoefficient, bStandard error. 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

The year 2002 is used as the reference period. 

Source. Calculated from the VHLSS 2002-2008. 
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Table A6.8. The Impact of Microfinance on Poverty Reduction, Using 95 Percentile of Loan Volume (FE with Lagged 
Independent Variables) 

 Consumption Income Poverty status 

 Coefa. S.Eb. Coef. S.E. Coef. S.E. 
Lagged microfinance access (1=yes) -0.3046 0.2402 0.0356 0.2846 -0.1313 0.2601 
Lagged loan volume (log) -0.0040* 0.0018 0.0006 0.0021 0.0002 0.0015 
Lagged interaction term between loan 
volume and MF access (log) 0.0363 0.0301 -0.0059 0.0357 0.0179 0.0326 
Household without loans (1=no loans) 0.0094 0.0138 0.0560*** 0.0164 -0.0337*** 0.0114 
Household head age (log) 0.0315 0.0276 -0.0460 0.0330 0.0069 0.0220 
Household size (log) 0.2521*** 0.0178 0.2943*** 0.0209 0.0743*** 0.0133 
Survey wave 0.1808*** 0.0071 0.1482*** 0.0084 -0.0664*** 0.0056 
Constant 8.0687*** 0.1136 8.5608*** 0.1361 0.2685*** 0.0905 

Note. aCoefficient, bStandard error. 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

The year 2002 is used as the reference period. 

Source. Calculated from the VHLSS 2002-2008. 
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Appendix 23 

Table A6.9. The Impact of Microfinance on Poverty Reduction (FE with Lagged Independent Variables and Exclusion of 

Households without Loans) 

 Consumption Income Poverty status 

 Coef. S.E. Coef. S.E. Coef. S.E. 
Lagged microfinance access (1=yes) -0.368 0.411 -0.323 0.442 -0.239 0.461 
Lagged loan volume (log) -0.004** 0.002 0.002 0.002 0.001 0.002 
Lagged interaction term between loan 
volume and MF access (log) 0.046 0.055 0.043 0.059 0.031 0.061 

Household head age (log) 0.063* 0.034 0.026 0.039 -0.044 0.028 
Household size (log) 0.236*** 0.022 0.264*** 0.026 0.106*** 0.017 
Survey wave 0.181*** 0.009 0.152*** 0.011 -0.072*** 0.008 
Constant 7.976*** 0.139 8.341*** 0.162 0.415*** 0.114 

Note. aCoefficient, bStandard error. 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

The year 2002 is used as the reference period. 

Source. Calculated from the VHLSS 2002-2008. 
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Appendix 24 

Table A6.10. The Impact of Microfinance on Poverty Reduction, Using 90 Percentile of Loan Volume (GMM) 

 
Consumption Income Poverty status 

Coefa. S.Eb. Coef. S.E. Coef. S.E. 
Lagged dependent variables 0.085*** 0.020 0.096*** 0.022 0.168*** 0.020 
Lagged microfinance access (1=yes) -1.239*** 0.346 -0.767* 0.403 0.512 0.324 
Lagged loan volume (log) -0.001 0.001 0.001 0.002 -0.003*** 0.001 
Lagged interaction term between loan 
volume and MF access (log) 0.143*** 0.043 0.082 0.050 -0.057 0.040 

Household without loans (1=no loans) 0.002 0.011 0.071*** 0.013 -0.029*** 0.010 
Household head gender (1=male) -0.002 0.017 -0.021 0.019 0.002 0.012 
Household head ethnicity (1=VNc or CNd) 0.222*** 0.017 0.265*** 0.019 -0.169*** 0.015 
Household head age (log) 0.180*** 0.023 0.135*** 0.027 -0.069*** 0.019 
Household residential location (1=urban) 0.334*** 0.018 0.312*** 0.019 -0.048*** 0.008 
Household size (log) 0.241*** 0.016 0.293*** 0.018 0.041*** 0.012 
Household head school years 0.042*** 0.002 0.045*** 0.002 -0.017*** 0.001 
Survey wave 0.159*** 0.008 0.130*** 0.009 -0.019*** 0.005 
Constant 6.284*** 0.170 6.461*** 0.195 0.675*** 0.085 

Note. aCoefficient, bStandard error, cVietnamese and dChinese. 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

The year 2002 is used as the reference period. 

Source. Calculated from the VHLSS 2002-2008. 
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Table A6.11. The Impact of Microfinance on Poverty Reduction, Using 95 Percentile of Loan Volume (GMM) 

 
Consumption Income Poverty status 

Coefa. S.Eb. Coef. S.E. Coef. S.E. 
Lagged dependent variables 0.085*** 0.020 0.096*** 0.022 0.168*** 0.020 
Lagged microfinance access (1=yes) -1.045*** 0.318 -0.710* 0.370 0.417 0.294 
Lagged loan volume (log) -0.001 0.002 0.002 0.002 -0.003*** 0.001 
Lagged interaction term between loan 
volume and MF access (log) 0.116*** 0.039 0.073 0.046 -0.044 0.036 

Household without loans (1=no loans) 0.001 0.011 0.071*** 0.013 -0.029*** 0.010 
Household head gender (1=male) -0.002 0.017 -0.022 0.019 0.003 0.012 
Household head ethnicity (1=VNc or CNd) 0.221*** 0.017 0.266*** 0.019 -0.168*** 0.015 
Household head age (log) 0.181*** 0.023 0.134*** 0.027 -0.068*** 0.019 
Household residential location (1=urban) 0.334*** 0.018 0.312*** 0.019 -0.048*** 0.008 
Household size (log) 0.241*** 0.016 0.293*** 0.019 0.042*** 0.012 
Household head school years 0.042*** 0.002 0.045*** 0.002 -0.017*** 0.001 
Survey wave 0.158*** 0.008 0.130*** 0.009 -0.020*** 0.005 
Constant 6.279*** 0.170 6.469*** 0.195 0.669*** 0.084 

Note. aCoefficient, bStandard error, cVietnamese and dChinese. 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

The year 2002 is used as the reference period. 

Source. Calculated from the VHLSS 2002-2008. 
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Appendix 25 

Table A6.12. The Impact of Microfinance on Poverty Reduction (GMM with an Exclusion of Households without Loans) 

 Consumption Income Poverty status 

 Coefa. S.Eb. Coef. S.E. Coef. S.E. 
Lagged dependent variables 0.099*** 0.024 0.118*** 0.025 0.146*** 0.022 
Lagged microfinance access (1=yes) -0.662 0.504 -0.224 0.525 -0.177 0.439 
Lagged loan volume (log) 0.001 0.002 0.002 0.002 -0.002 0.001* 
Lagged interaction term between loan 
volume and MF access (log) 0.075 0.065 0.021 0.069 0.026 0.057 

Household head gender (1=male) -0.005 0.017 -0.024 0.019 0.009 0.012 
Household head ethnicity (1=VNc or CNd) 0.213*** 0.017 0.268*** 0.019 -0.181*** 0.016 
Household head age (log) 0.200*** 0.024 0.176*** 0.027 -0.111*** 0.020 
Household residential location (1=urban) 0.326*** 0.020 0.313*** 0.020 -0.063*** 0.009 
Household size (log) 0.223*** 0.017 0.248*** 0.019 0.064*** 0.012 
Household head school years 0.040*** 0.002 0.044*** 0.002 -0.019*** 0.001 
Survey wave 0.147*** 0.009 0.124*** 0.011 -0.030*** 0.006 
Constant 6.160*** 0.199 6.227*** 0.219 0.861*** 0.088 

Note. aCoefficient, bStandard error, cVietnamese and dChinese. 

***, ** and * represent 1, 5 and 10 per cent significance level, respectively. 

The year 2002 is used as the reference period. 

Source. Calculated from the VHLSS 2002-2008. 
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