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IMPACTSOF RISING FOOD PRICESON POVERTY AND WELFARE
IN VIETNAM

Linh Vu? & Paul Glewwe

Abstract

This paper examines the impacts of rising foodgsrion poverty and welfare in
Vietnam. Increases in food prices raise the reanmes of those selling food, but reduce the
welfare of net food purchasers. Overall, the mgtact of higher food prices on an average
Vietnamese household’s welfare is positive. Howgtrex benefits and costs are not spread
evenly across the population. A majority of the glagion would be worse off from increases
in food prices. More specifically, a uniform incseain both food consumer and producer
prices would reduce the welfare of 56 percent @tvamese households. Similarly, a
uniform increase in the price of rice would redtive welfare of about 54 percent of rural
households and about 92 percent of urban househ®lisreason why average household
welfare increases is that the average welfaredbse households whose welfare declines
(net purchasers) is smaller than the average veeifain of the households whose welfare
increases (net sellers). A relatively small inceei@sfood prices reduces poverty rate slightly
because poorer households in Vietnam tend to bgetiets. However, a large food price

increase, for example a 50 percent increase, ntagdse the poverty rate.
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1. Introduction

Price data from Vietnam show that prices in thaintoy have fluctuated around a
rising inflation rate since 2000. More recentlhyf]ationary forces intensified in 2007; the rate
of inflation increased from 6.6 percent in 2008806 percent in 2007

! Even more worrisome is that official price sttitis show that food prices are

increasing much more rapidly than non-food pri€esd prices increased by 18.9 percent in
2007, and by 32.7 percent from January to Septer2bés, higher than the general price
index of 12.6 percent in 2007 and 21.9 percenténfirst nine months of 2008.

A key policy issue for Vietnam is the impact ofseechanges in food prices on
household welfare and poverty in that country. ifhgacts of higher food prices on welfare
are strongly influenced by the patterns of housghutomes and expenditures. Theoretically,
higher food prices almost always have negative otgpan urban households because they are
net purchasers of food. In contrast, the impactsucad households are indeterminate. In rural
areas, majority of households are both producetcansumers of food, so the net effect will
depend on whether the household is a net purcbasenet seller. Of particular interest is the
impact of food prices on poverty. Clearly, the effef increased food prices on poverty is
determined by the location of net buyers and négrseof food in the distribution of income,
which may be very different in rural and urban aréléhe existing literature gives mixed
results. Ivanic and Martin (2008) examine the imtpat higher prices of staple foods on
poverty in nine low-income countries. They showt ihareased food prices will lead to
poverty increases in most of their surveyed coastiDeaton (1989) used non parametric
techniques to study the effect of a hypotheticalngfe in rice prices on the distribution of
income in Thailand. He found that higher rice psibenefit rural households at all levels of
income, especially middle- income rural househdBisret and Dorosh (1996) also used non-
parametric techniques to examine the effect oharease in rice prices on household welfare
in Madagascar. They found negative impacts onulred poor because the gains to net rice

sellers were concentrated among the higher incacedarmers. Ravallion and Van de Walle

! These inflation rates are price changes from Déeegrf the previous year to December of the curyeat.
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(1991) estimated the impact on poverty of foodeimcreases in Indonesia. They found that

a 10 percent increase in the price of food incréése rate of poverty.

Several studies have examined the effect of foagkpron household welfare and
poverty in Vietnam. Using the 1993 Vietnamese LgvBtandards Survey (VLSS 1993),
Minot and Goletti (2000) estimated that a 10 peraserease in the price of rice would lead
to an average increase in household real incomeg snost Vietnamese households
cultivated rice. However, they also found that saohncrease in the price of rice would lead
to a slight increase in the poverty rate. Usingtvaenese household surveys conducted in
1998 and 2004, Ivanic and Martin (2008) find thairacrease in commodity prices,

particularly in rice prices, reduces poverty intb&@®98 and 2004.

The purpose of this paper is to analyze the impgfiod prices on welfare and
poverty in Vietnam, using the 2006 Viethamese HbakkLiving Standards Survey (VHLSS
2006), a national survey of about 9200 househdldswas conducted in 2006The structure
of the paper is as follows. Section 2 describesrtathods used and the data. Section 3
analyzes food production and consumption in Vietn&@attion 4 presents estimates of the
impacts from a change in the price of food commesliin general, and of rice in particular,
on Vietnamese households’ welfare and poverty.artadysis pays particular attention to the
impacts of rice prices, because rice is the mopbmant food for Viethamese households. In
particular, rice is consumed in 99.9 percent of pratluced by more than half of all

Vietnamese households. Section 5 concludes therpap
2. Methods and Data

This section presents the methods used in thisrpagstimate the short-term effect
of increased food prices on household welfares ltseful at this stage to distinguish between
food consumption and food purchases and betweehgamiuction and food sales. In many
developing countries, self-produced food const#ate important proportion of both food
production and food consumption. After harvest, ynanuseholds consume part of the food

crops they produce, selling the rest. They alsclpase some food items to supplant the

% The total sample size for the 2006 VHLSS was a#6,800 households, but of these only about 9200
completes the questionnaire that include detailegbtions on consumption expenditures, which ard imsthis
paper to measure household welfare.



consumption from their own production. Therefohere are significant differences between
total food production and food sales and betweed fmnsumption and food purchases. This
is especially true for rice, which is both produeedl consumed by a majority of farming
households in Vietnam.

In order to assess the impact of changes in foeg$gon household welfare, one must
assess changes in households’ real expenditurglitrabout by those food price changes.
This implies that household food sales and foodlpases are the main interest in this paper,
rather than household food production and consumplore specifically, the most
important variable for assessing changes in holdetefare is a householdist food sales,

which is defined as food sales minus food purchases

To assess the impact of changes in food priceoasdhold welfare, this paper uses a
simple methodology first used by Deaton (1989). iilmgact of price changes on household
welfare is estimated by the compensating variafienthe amount of money needed to keep
the household’s utility level equal to its previdasel of utility before the increase in food
prices. One can use a household profit functioepoesent a household’s production
activities, and a indirect utility function to claaterize its level of welfare. When food prices
increase, the (implicit) profits increase for a seliold that produces any amount of food. Yet
to maintain its previous utility level, the hous&hmust also increase its spending on food.
The welfare change of the household is calculasati@increase in the household’s profits
minus the change in expenditure level needed tataiaiits previous level of utility in
response to a change in food prices. The welfaaagd can be expressed as a percentage of
household real expenditure. This paper considavskinds of impacts of food prices on
household welfare. The first is the immediate imp&hbe second is the short-run impact,
which allows for quantity responses on the conswsite, such as by switching among food
items if their prices do not change at the sanesraiowever, responses from the producer
side, such as increasing production or changdiptices of supply inputs, are ignored.
Although these changes can play an important tioés; are relatively complicated and so are

beyond the scope of this paper.

Following Deaton (1989), the paper uses the intdingbty function to express
household welfare (utility)



Up = (T + b+ m;p¢) (6.1)

Uy is the utility of householdi, which is a function of (total) income and a veabprices of
all goods purchasqa; wis the wage rateT is the total time available to all household
membersb is non-labor income, andis the household’s profit from its agriculturalrawn-

agricultural household business.

The profit in equation (6.1) is, by standard ecoiwatimeory, a function of the prices of
both the inputs used and the outputs producedéiidisehold’s production activities. A
standard property of the profit function is thatatihchanges in prices of commodities

produced by the household change profits in propotb the amount sold:
Am = y;App,; which implies A /Ap,,; = y; (2)

whereppi[li|s the producer’s price anglis the amount of commoditysold by the household.
The expression in equation (2) is the immediatengban profit for a one unit change in the
price of the outpuy;. The intuition is very simple. If the householdigrently produciny
kilograms of food, for example, a one thous®&uthg (VND) increase in the price of rice will
increase that household’s profits ypthousandongs”.

Next, consider what happens to profits from a cleandghe price of purchased goods.
Amt/Ape; = Am/App; X Apei/Appi = YVibDci/ APy (3)
The fractionAp,; /Ap.; represents the relative change of consumer’s poipeoducer’s price.
Many authors (for example, Deaton 1989) assumeAhaf Ap.; equals to unity. However
Ap.;/Ap.; can differ from unity in certain circumstances, éxample if the government uses
price controls in the consumer market and/or tloelpcer market. Thus, when examining data

from any country, a one-to-one change in consumeémpaoducer prices must be checked, and
not simply assumed.

Roy’s identity implies that
q; = —(Bp/Apci)/(Ap/AD) 4)

where ¢ is the household’s (gross) purchase of commadity

%1n 2008, one U.S. dollar was equal to about 16\@hamese Dong at the official exchange raténso
practice in Vietnam, a small change in a pricefisroconsidered to be a change of 1000 dong.
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Making the standard assumption that the househakdmizes its utility yields the
following first order condition, which shows thepiarct of an increase in consumer’s price of
goodi on household utility.

AU; _ Ap Am  Ag A_<P< Am ) _ Ap (ViAppi — qiApci) 5)
===

= X = =
Apci Ab Apci Apci Ab Apci Ab Apci

where the second equality is obtained using equ@fip Equation (5) implies that, pf;
increases, utility can remain unchanged only ifthasehold has a change in income, denoted

by AB;, sufficient to maintain its previous level of wekg(i.e. to keep its utility constant).

Therefore, equation (5) indicates that the charigetal welfare to maintain previous

utility from a change in the prices ofgoods:

AB = AC — AY = Y1 (qid pei — yib ppi) =211 (Peiqid Inpe; — ppivibInpy;) (6)

in whichAC is the change in expenditure akid the change in production value brought
about by changes in food price. The second equalityis expression is very intuitive. The
amount of money needed to compensate for a chartge iconsumer price of goodnd in

the producer price of goads the difference between the change in the moeeged to
maintain its initial consumption of that good mirthe change in the value of the production.

Summing over goods, we have the equation (6)
And if we represent the change in incom@&) as a fraction of household expenditure
(X), we have the net welfare change:

n
AlnB = Z(Wl-Alnpa-— (pp;(yi

=1

)Alnp,y) )

wherew; is the budget share of commoditsind 0, yi /X) is the sales afas a
fraction of total household expenditures. In oumeation,w; is the share of purchasing

values of food iten, excluding consumption from own production.

Equation (7) is similar to the result in Deaton§2Pbut it is more flexible since it

allows the change in purchasing price to diffenfrthe change in the selling price.

However, equation (7) measures only the immeditiget from price changes. The

cost of attaining the same level of utility will bwver if households can substitute away from



goods whose prices have risen disproportionately céll this impact the short-run impact. A
second-order Taylor series expansion for the expaedequation that allows for substitution
behavior will have the following form for expendiuchange:
1
AC = Xizq Qidpei + 5 Xizq Xi=1 Sij DPeibpe; (8)
wheres;; is the Slutsky derivative

Equation (8) can be reformulated in terms of budderes and proportional price

changes, after some algebraic manipuldtion
AlnC = ¥i=, w;Alnp; + %Z?=1 Yi=1wigij Alnpe Alnp,; 9
whereg;;is the compensated price elasticity of go@dth respect to the price of good j.

Thus, from (6) and (9) the short-run effect of prahange becomes:

n

n n
Vi 1
AlnBs" = Z(wiAlnpa-— (pp;(yl) Alnpy,;) + Ez Z w;gijAlnp, Alnp.;  (10)

i=1 =1 ]=1

If one only wants to assess the price impact afi@ goodi, for example a change in
the price of rice, equations (7) and (10) can bepkfied to become

AlnB; = w;Alnp,;- (pp;(y Y Alnp,, (11)
1 n
AlnBi'sr — WiAlanl'— (pp)l(yl) Aln ppi + Ez Wigij Aln Pci Aln pC] (12)
j=1

To summarize, equations (7) and (11) show the inme@nd direct impact, while the
equations (10) and (12) show the short-run or se@vder effect. In practice, producers may
also respond to food price change by changing fmoduction activities, such as by
increasing production of food items whose pricaeased and reducing production of items
whose prices declined. To calculate the effectrimiepchange on food production, however,

one needs to know the supply price elasticity Gedent food crops. Besides, food price

* The Slutsky derivatives;;, is defined by the expressioy) = 0x(pc;, b)/(0p¢; ) + x(Peir b) X 0x(pei, b)/0b
wherex(p.;, b) is the Walrasian demand function.

® For more detailed derivation of this estimate, Béedman and Levinsohn (2002).
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changes may lead to changes in the prices of dmynialinputs such as fertilizers and
agricultural wages, lowering the real income ofdguoducers. For simplicity, the supply-
side effect from food price increase is ignorethis paper. Thus, this paper examines only
the immediate effect of changes in food prices auskhold welfare and the short-run effect
that allows consumers to adjust their demandsspaese to the changes in food prices.
Similar procedures have been used in Friedman awmthéohn (2002), and in Minot and

Goletti (2000), the latter concerning rice only.

Following Deaton (1989), in addition to the abowécalations, this paper applies non-
parametric methods to investigate the impact ohgka in food price on welfare. As Deaton
(1989) argued, non-parametric techniques suchrastgeestimation and locally weighted
regression provide intuitively clear graphical dggoons of the impacts of changes in food
prices on different groups of households. Non-patamtechniques have also been used in,
inter alia, Budd (1993) and Barrett and Dorosh (1996).

Finally, consider the data used. This paper us2@6 Vietnam Household Living
Standards Survey (2006 VHLSS) to assess the ingbatianges in food prices on household
welfare and poverty rates. The 2006 VHLSS is aomaliy representation household survey
with detailed information on household activitieglacharacteristics. It includes 9189
households, of which 6882 in rural areas and 2B8Q#ban areas. Seventy five percent of

these households are engaged in farming activahess3 percent grow rice.
3. Food Production and Consumption in Vietham

Table 1 provides information on the prevalenceaofing and rice-farming in
Vietnam. About 72 percent of Vietnamese househatdgarming households, and 53 percent
of Viethnamese households grow at least some right¥six percent of the rural population
are farmers, and two-thirds are rice farmers. imgeof regions, the North West has the
highest percentage of both farming households imedarming households: nearly 93
percent are engaged in farming activities and 7@goe grow rice. In contrast, in the South
East, which includes Ho Chi Minh City, only 44 pemt of the households are farmers and
only 15 percent grow rice.



Based on the expenditure quintiles, the poor hauldstare more likely to be farmers
and rice farmers than the better off householdthérpoorest quintile, 90 percent of the
households are farmers and 76 percent are riceefarmwhile in richest quintile, only 40

percent of households are farmers and 18 percemicar farmers.

Ethnic minorities are more likely to be farmers aioe farmers than ethnic majority
households; 94 percent and 81 percent, respectvelhnic minority households are farmers
and rice farmers, respectively. In contrast, 6&@etr and 47 percent of ethnic majority
households are farmers and rice farmers, respéctive

Table 2 presents food consumption, productioningefind purchasing patterns for
Vietnamese households. The 2006 VHLSS data shavidbd constitutes 50 percent of
households’ real expenditure, about 47 percenti®non-poor population and 67 percent for
the poor population. The percentage of total expereddevoted to food is largest for the
poorest quintile and smallest for the richest dl@nMore specifically, food accounts for 65
percent of real expenditure for the first quin(ilee poorest 20 percent of the population) but
only 37 percent for the fifth quintile (the weaktkt 20 percent). For the population as a
whole, food purchases constitute 72 percent of total consumption, and self-produced
food constitutes the other 28 percent. The podr@sseholds depend least on purchased food

(52 percent), while the richest quintile relies thest (88 percent).
Insert Tablel

Insert Table2
4. Changesin Food Prices and Household Welfare
4.1. Food Prices and Household Welfare

This section uses the 2006 VHLSS to examine theatspof changes in food prices
on household welfare and poverty. It does so fossenarios. The first scenario (1a)
examines the direct impacts on household welfadepawerty of a hypothetical 20 percent
increase in the prices of all food products. Huenario assumes that producer and consumer
prices increase by the same amount, which is alsenaed by Deaton (1989), Minot and
Goletti (2004), and Ivanic and Martin (2008). Tleeend scenario (1b) assumes that producer
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prices increase faster than the increase in conspinees, so that consumer prices increase
by 20 percent while producer prices increase bgetdent. The third scenario assumes that
the producer prices increase less than consuneasso that consumer prices increase by 20
percent while producer prices increase by 16 per&aenarios 2a, 2b and 2c replicate these
scenario but with consumer prices increasing bpé&@ent while producer prices increase by

50 percent, 60 percent and 40 percent, respectively
More specifically, the following six scenarios @&eamined:

(1) Consumer price increases by 20%

(1a) Producer price increases by 20%
(1b) Producer price increases by 24%
(1c) Producer price increases by 16%.

(2) Consumer price increases by 50%

(2a) Producer price increases by 50%
(2b) Producer price increases by 60%
(2c) Producer price increases by 40%.

Since the consumer prices of all food items ararass to increase at the same rate,
there is no substitution effect in consumer demaie. impacts of these scenarios on
household welfare are presented in Table 3. Takleo®/s that a hypothetical uniform food
price increase of 20 percent would raise the nealial income of an average household in
Vietnam by 3.4 percent. A uniform price increas®é@fpercent would raise the income by 8.5
percent. Yet, the size and direction of the impksgiends on whether producer prices increase
the same as, or more or less than, consumer pliggsducer prices rise faster than
consumer prices, the welfare impact would be laFge.example, if the food consumer prices
rise by 20 percent, while the food producer pricesease by 24 percent, average household
welfare would rise by 5.6 percent. Yet, if food guecer prices rise at 16 percent, household

income would rise by only 1.3 percent.
Insert Table3
These scenarios have different impacts on urbamaatiareas. On average, the

welfare of rural households increases while thatrbfin households decreases. For example,
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Scenario la (uniform 20% price increase) showsahatverage rural household would
experience a 6.0 percent increase in its standdindrgy, while an average urban household

would suffer a reduction of 4.4 percent.

On average, middle-income groups gain the mogidmentage terms) from increased
food prices. The welfare of households in quint?e8 and 4 would see their welfare increase
between 4.1 and 4.7 percent in Scenario la, aneebat10.3 and 11.6 percent in Scenario
2a. In contrast, the richest quintile has almosgja@a in either scenario, and even loses in
Scenarios 1c and 2c. The poorest quintile, as deybains from food price increases, but the

gains are less than those experienced by the midiciiene groups.

The welfare of both poor and non-poor householdeease in these scenarios, but the
relative increase is slightly higher for non-pooukeholds. For example, in Scenario 1a, the
poor’s household income increases by 3.4 peroesd,than the rise in non-poor’s household
income (3.6 percent). If we further divide the paad non-poor into urban and rural groups,
the implications are more interesting. The rural4poor gain more than the rural poor, while

the urban non-poor lose more than the urban poor.

In terms of regions, only the most urbanized regtbe South East- suffers a decline
in average household income in all scenarios. ThetSEast and the Central Highlands are
particularly vulnerable to food price increasessithey consume more than they produce,
and may exhibit welfare decline if food consumec@increases faster than producer prices.
Among the other regions, the Mekong River Deltdnesbiggest winner, which is not
surprising since it produces far more food thatorisumes. Average household income in
this region may increase by 10 percent for a umf@0 percent price increase, and by 25

percent for a uniform 50 percent price increase.

The impacts reported in previous paragraphs anages for each group, and they
reveal nothing about variation within groups. T@aexne the variation in welfare changes
within groups, columns 8, 9 and 10 show the percentddesuseholds whose welfare
declines. These percentages would be the samedéoaBo 1a and 2a, 1b and 2b, 1c and 2c
since the price changes in these scenarios arenpiagal. Overall, from 53 percent to 61

percent of Viethamese households will experiendéawesdeclines from increases in food
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prices. Nearly 90 percent of urban householdssuiffer a welfare decline, while from 40 to

50 percent of rural households would experiencéanereductions.

In terms of regions, the South East region is tbstmegatively affected: around 80
percent of households in this region suffer woelductions in their welfare in each of these
scenarios. Although the Mekong River Delta is thestproductive agricultural region in
Vietnam, even in this region, over 50 percent afideholds experience a welfare decline.
This is not surprising since nearly 40 percenhefiiouseholds in this region are not engaged
in any household farming activity. The region witle greatest percentage of households
benefiting from an increase in food prices is tlotN West: only 27-37 percent of this
region’s households would be worse off under tlseemarios. This is not surprising because,
as shown in Table 2, 93 percent of the househaltisal North West are farmers, much higher
than the national average of 72 percent. Table@sltows that the North West has the

highest percentage of net food sellers (69 percent)

Grouping households by welfare quintiles, the psogeintile has the lowest
percentage of households whose welfare declineto(88 percent) while the richest quintile
has the highest (over 80 percent). Categorizedlbgny status, from 36 to 47 percent of
poor households would experience a welfare reductidnile from 56 to 64 percent of non-

poor households would suffer a decline in welfare.

Most non-farmers (about 95 percent) would expegemelfare reductions under all
scenarios. The other five percent of non-farmepeagnce welfare increases because they
are engaged in fishing activities, and sell moaafthan they purchase. As for farmers, 37-48
percent of farmers have lower welfare than befdhés occurs because many Viethamese
farmers are small food producers, and the welfapravement from higher food producer

prices may not offset the negative effect brougpuiLéa by higher food consumer prices.

The impacts of increases in food prices on povamrysummarized in Table 4.
Increases in food prices of different rates doremtessarily have the same effects. A food
price increase by 20 percent for both consumemaoducer prices would reduce the national
poverty headcount rate by 0.8 percentage points.ifYfeod prices increase uniformly by 50
percent, the poverty rate would increase by 0.8g#age points. Since food prices increased

by 12-15 percent in 2007, and 40-50 percent in 20@8impacts of food price changes could
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be poverty-reducing in 2007 but poverty-increasmg008. The intuition for this change in
sign is simple. When food prices increase moderatetal poverty would reduce

significantly while urban poverty would increasddhi. The net effect is a reduction in the
national poverty rate. However, as food pricesaase dramatically, urban poverty would rise

sharply, and bring about an increase in the natjpoeerty rate.
Insert Table4

More particularly, rural poverty falls in all fivef those scenarios, the exception being
Scenario 1c, while urban poverty increases inagharios. A uniform food price increase of
20 percent will reduce headcount poverty in ruraba by 1.4 percentage points, but raise it
in urban areas by 0.8 percentage points. Yet ifl fmace increases by 50 percent uniformly,
the rural poverty headcount falls by only 0.8 patage points but urban poverty headcount
rises by 3.3 percentage points. More interestirglypod consumer price increase of 50
percent, together with a food producer price inseday 40 percent (Scenario 2c¢) would
increase poverty in both urban and rural areasegimany farmers are in the edge between

being net food sellers and net food consumers.

Measured by the headcount poverty ratio (P0), ab8ytercent of the poor would
escape of poverty in Scenario 1a, 24 percent in&ae2a. In contrast, about 1.5 percent of

the non-poor would fall into poverty in Scenari@s &nd 4.9 percent in Scenario 2a.

Turning to regional patterns, some regions woulkHawer poverty rates, while
some would experience higher poverty rates. Povatgs would rise in the South Central
Coast in all scenarios except 1c, and the Southika#l scenarios. Poverty rates would also
rise in the Central Highland if food prices incredy 50 percent, or if food producer prices
increase significantly less than food consumergstid/ore interestingly, except under
Scenario 1b, the poverty rate increases in the MglRiver Delta- the most agriculturally
productive region. A relatively high percentagenoh-farmers in this region (35 percent)
contribute to that result. Food price increasesldvoeduce poverty in the North West, North

Central Coast, Red River Delta and North East regjio

The normalized poverty gap index (P1) decreasgbtbfliby 0.2 percent in Scenario
la, but increases by 0.3 percent in Scenario Jaying a mixed direction as well in the

poverty gap index of poverty.
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4.2. Rice Prices and Household Welfare

Rice prices have increased sharply in internatiooaimodity markets since late
2007. The export price of Vietham 5-percent brokea almost tripled during one year, from
$303/ton in April 2007 to $875/ton in April 2008 the domestic market, the increase in the
price of rice is less dramatic but still considéeaf@he price of grains, which is mostly rice,

increased by 38 percent during the same period.

To study the effect of rice prices alone, assumaettie prices of other foods are
unchanged. This allows one to examine both the idmabe effect and the short-run effect
changes in rice prices, the latter of which all@@asumers to substitute to other foods. Two
scenarios will be examined: a uniform rice pricer@ase of 20 percent and a uniform rice

price increase of 50 percént

Therefore, there are two scenarios:
(1) A uniform increase in the price of rice of 20 perctr both consumers and

producers.

(2) A uniform increase in the price of rice of 50 perctr both consumers and

producers.

We divide the effects in to the immediate or fiostler effect (1a and 2a) and the
short-term or second-order effect (1b and 2b). &$temation is based on equations (11) and
(12) and on the compensated own- and cross- paséaties that were estimated in Vu
(2008).

The results are presented in Tables 5. On avenagsehold welfare increases
immediately by 1.3 percent in Scenario 1a, and@rtent in Scenario 2a. Allowing for food
substitution, the second-order effect is very sphedis than 0.1 percent in Scenario 1b and 0.2
percent in Scenario 2b, because the demand foisrjméce inelastic. Household welfare
increase a little bit more in the short-term, hattdifference between the short-term and the

immediate effect is small. Even for a 50 percentease in the price of rice, the difference is

® The inclusion of differing consumer and producecgs of rice would make the analysis more compgidand
hard to follow, especially since both the immedeitiect and the short-run effect (which allows flood
substitution) are examined.
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less than 0.2 percent. Overall, the short-ternceffeproves household welfare by about 0.1-

0.2 percent more than the immediate effect.

In rural areas, household welfare increases bydr€ent and 4.8 percent,
respectively, in response to a 20 percent and Efepeprice increase. In urban areas,
household welfare decreases by 0.7 percent angeic@nt, respectively. If we divide the
income quintiles into urban and rural areas, saorteresting patterns emerge. In rural areas
alone, the rural households in quintile 3 haveldhgest welfare increases: 2.9-3.0 percent in
Scenario 1, and 7.2-7.4 percent in Scenafidr2contrast, the poorest quintile (quintile 1) in
rural areas has the lowest welfare increases amwaghouseholds: 0.6-0.7 percent in
Scenario 1, and 1.4-1.7 percent in Scenario 2rlaruareas, all quintiles experience lower
welfare due to higher rice prices, but the welfaductions are lowest for quintile 3: 0.4-0.5
percent in Scenario 1, and 1-1.2 percent in Scerzatand highest for quintile 1: 1.5-1.7
percent in Scenario 1, and 3.8-4.2 percent in SceRaTherefore, the rural middle-income
groups appear to receive relatively high benefasnfan increase in the price of rice. In the
contrast, the poorest households in rural areasvwesmall average benefits, while the
poorest households in urban areas suffer the fawgdfare reductions (relative to their

previous welfare) from an increase in the priceicd.

Regionally, the Mekong River Delta has the largesfare increase: 5.5-5.6 percent
in Scenario 1, and 13.7-14.0 percent in Scenario @ontrast, the North East, Central
Highlands and South East regions experience rexhgcin average welfare. The Central
Highlands has the largest welfare reductions: 098s@rcent in Scenario 1, and 1.9-2.1
percent in Scenario 2. Rice farmers’ welfare insesaby 4.2 percent in Scenario 1, and 10.4-
10.5 percent in Scenario 2. Households that dgromt rice experience an average welfare
reduction of 1.9-2.0 percent in Scenario 1, anéx407percent in Scenario 2.

Non-poor households have higher relative welfacesiases than poor households:
1.4-1.5 and 3.6-3.8 percent, compared to 0.1-0:&pég and 0.5-0.7 percent in Scenarios 1

and 2 and 3, respectively.

Columns 5 of Table 5 shows the percentages of holdewhose welfare falls, which

are the same in both scenario since uniform ineseaconsumer and producer prices are

" The lower figures denote immediate effect, wHile higher figures imply the short-term effect.
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assumed. This column shows the immediate effecthieushort-term effect is almost the same
in terms of the percentage of worse-off househd@sut 64 percent of Viethamese
households as a whole, 54 percent in rural are®2mpercent in urban areas, are made
worse-off by increases in the price of rice. Tugiia welfare quintiles, about half of quintiles
1, 2 and 3 in rural areas are worse-off. The peagas are higher for quintile 4 and 5 in rural
areas, where 60 percent of households in quinderd71 percent of households in quintile 5
are worse-off. Perhaps the rich households in aneds are more likely engaged in non-
farming activities than other rural households &reirban areas, about 80 percent of
households in quintile 1 and 2 are worse-off, wB#e96 percent of households in quintiles 4
and 5 are worse-off. Fifty-two percent of poor selolds have lower welfare than before,
while 66 percent of non-poor households experien@guction in welfare. Finally, half of
farming households and about one-third of rice fagimouseholds have lower welfare than

before.
Insert Table5

The South East and the Central Highlands have higty percentages of households
whose welfare declines: 88 percent of householdsarSouth East and 81 percent of
households in the Central Highlands have welfadectons. Only in the North West -- the
region with the highest percentage of net riceeseH- is the number of households whose
welfare increases higher than the number of houdehhose welfare falls. Although, on
average, households in Mekong River Delta havditjieest average welfare increase, almost
two-thirds of the households in that region hawedowelfare than before after an increase in
the prices of rice. About 52 percent of the poouldde worse-off and 48 percent would be

better-off (or would be unaffected) from the chamgthe price of rice.

Table 6 shows that rice price increases have btilpoverty reduction. For a 20
percent increase in the prices of rice, the effeatreduction of poverty headcount rate by 0.2
percent. When rice prices increase by 50 percdeatpoverty headcount index is unchanged,
but reduces by 0.1 percentage points after short-temand adjustments. While rice price
increases would lower poverty index in rural arglaghtly, by 0.4 percentage points in
Scenario 1, they would raise poverty in urban aneddly, by 0.3-0.4 percentage points.

Previous studies find mixed results regarding thedacts of rice price increases on household
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welfare. Using an international poverty line, Ivaand Martin (2008) found that a 10 percent
increase in the price of rice would reduce povbst.5 percentage points in 1998 and 0.7
percentage points in 2004. In contrast, Minot ate@ (2004) found that a 10 percent
increase in rice prices would raise poverty byge&entage points immediately (before
households’ responses to prices) and by 0.3 pexgemtoints after households’ responses to
prices. Note that the poverty headcount ratio @efim this chapter is different from those of
both Minot and Goletti (2004) and Ivanic and Max@008). Minot and Goletti (2004) used
the poverty measures defined by the populatioherbbttom 25 percent in terms of real per
capita consumption expenditures; while lvanic arattivi (2008) used the standard “dollar-a-
day” expenditure-based measures of poverty fron2@®y World BankNorld Devel opment
Indicators. The findings in this chapter imply that rice prideganges have insignificant
impacts on national poverty in Vietnam, and hdkelgffect on both rural and urban areas.
The impact of the increases in rice price on noizedlpoverty gap index (P1) for the country
is also very close to zero in Scenarios 1, ang8r2entage points in Scenario 2, indicating
neither improvement or worsening of the poverty gaficenario 1, and a slight increase in

poverty depth in Scenario 2.
Insert Table 6

Figure 1 presents non-parametric regressions afe¢heales ratio (defined as the
value of net sales of rice divided by householdeexjiture) on the logarithm of household
expenditure per capita for urban and rural arebssTit indicates the magnitude of the
possible welfare increase or reduction for housishat different levels of welfare. Figure 1
shows that the net sales ratio in rural areas ase® with household’s living standards until
the logarithm of expenditure per capita is aroun(eQuivalent to an average expenditure per
capita of 675 thousand VND per month). The cunenttieclines as the standard of living
rises. The ratio is negative for very poor rurahéeholds, which implies that these
households are harmed by increases in the prideeofin urban areas, households are
adversely affected at all welfare levels, but thengst households are most adversely

affected.
Insert Figurel

Insert Figure 2
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Figure 2 shows regressions of the net sales ratib@logarithm of household per
capita expenditure for each quintile. Increasefénprice of rice primarily benefit quintiles 2
and 3, while the benefits are lowest for quintllesnd 5. This is consistent with theory, since
the poorest households spend a relatively larganestf their budget on rice. Among the rich,
only a minority of the rich households are ricenfars and net rice sellers: 18 percent of
households in the fifth quintile grow rice compated3 percent for the whole population.
Similarly, only 11.5 percent of households in th#hfquintile are net rice sellers, compared to
30 percent of all Viethamese households. Theretoréncrease in the price of rice will
provide few benefits to the richest; instead i wiimarily raise the cost of their
consumption.

The average net sales ratios for all quintilespaxstive, implying that a price change
would increase the average welfare of all quinti¥ést, although average welfare levels
increase, a majority of households in all quintieespecially quintiles 4 and 5, would
experience a decrease in their standard of livilhgse results are striking even in the
Mekong River Delta, the major rice production am@aser 64 percent of households are worse-
off following a uniform increase in the price ofe. The reason for this is the concentration of
rice production in this region. Although it is thiggest rice producing area, a majority of
households in the region do not produce any rickthns are worse-off due to an increase in
the price of rice. More specifically, only 37 pemtef households in this region grow fice

less than the national average of 53 percent.
4.3 The Impacts of Food Price and Rice Price Changes in 2007-2008.

In this sub-section, we estimate the impacts ottiraulative food price and rice price
changes that occurred from Jan, 2007 to Sept, 280&g the price data from Vietnam'’s
General Statistics Office. Since the producer pindex in 2008 is not available, we assume
that prices received by producers increase atahme gate as the food consumer price index in
2008. That assumption implies the price changesg@007-08 as in Table 7.

Insert Table?7

8 About 28% of the households in this region are-rioa farmers and 35% are non-farming households
(including 9% who earn income from aquaculture\ainss).
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In our analysis, food consumption is divided ineven food categories: rice, other
staples, pork, poultry, other meats, fish and sehfeegetables, fruit, other foods, drink and
food away from home (FAFH). Yet, the GSO data paesiprice indices only for food of
which: staples (including rice), non-staples foaffstand drink and tobacco. Thus, one must
assume that the price index of FAFH is the gerferal price index. More generally, there are
four price indices, corresponding to 11 food catexgo the price index of rice and staples
(categories: rice, staples), of non-staples fodfis{aategories: pork, poultry, other meats,
fruit, vegetables, and other foods), of drink (gatg: drink), and general food price index
(category: FAFH).

These price indices are used to calculate thedndgr effect (without demand
adjustment) and the second-order effect (with dehaaljustment) on household welfare
(equations 7 and 10, respectively). The compengated elasticities have been calculated in
Vu (2008).

However, the second order effect is very smallllcases, the second order effect on
welfare is found less than one percent of the weléhange induced by the first-order effect.
More specifically, Table 8 reports the immediat@att (first-order effect) and the short-term
effect (both first-order and second-order effecthousehold expenditure from food/rice
price changes. It indicates that the second-orffiectds negligible. Thus, this result is
different from Friedman and Levinsohn (2002), wimalfthe difference between the
immediate impact and the short-term impact quitepunced in Indonesia during the
financial crisis. One reason for the differencen®ssn this study and Friedman and Levinsohn
is that the aggregate data of food prices in thidysdo not provide detailed information
about how prices of different food commodities aeth In contrast, Friedman and
Levinsohn (2002) have detailed price data with @®erable variation. In practice, the
substitution effect might be more important if tiee in the prices of different foods differs
significantly or if one has more exact data onetéht food items. Moreover, this study does
not include non-food in the demand system, whiledman and Levinsohn (2002) include
non-food items. The inclusion of non-food items magke some changes in the estimation of
second-order effect.

Insert Table8
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In short, because the different between the imntediast-order) and the short-term
(second-order) effect is small, this chapter reportly the immediate effect. Table 9 presents
the percentage change in welfare and Table 10 sumesdhe impacts on poverty. Table 9
indicates that average household welfare increbgeéd8 percent from Jan, 2007 to Dec,
2007, and by 9.2 percent from Jan, 2007 to Sep8 2de to increases in food prices. Rice
price alone leads to a 1 percent increase in hold&relfare in 2007 and 5 percent increase
in the period Jan, 2007- Sept, 2008.. While rucaldeholds gain substantially from food
price increases, urban households experience wekductions. The middle-income groups
are more likely to gain from food price increadsmnt the lowest and the highest income
households. In rural areas, non-poor householdsgyaportionately more than the poor,

while in urban areas, the non-poor lost proportielyanore than the poor.
Insert Table 9
Insert Table 10

Table 10 presents the impacts on poverty from as®e in food and rice prices. In
2007, food price increases reduced the rate ofrppfieadcount by 0.6 percentage points.
However, the sharp increase in 2008 leads to asevwmpact on poverty, and the total impact
on poverty from the food price increases from 28,7 to Sept, 2008 is to increase poverty
rate by 1.1 percentage points. The increase irprices alone is responsible for about 0.3

percentage point increase in the poverty rate du2007-08.

Yet, the above analysis does not take into acatmentomplexity of the rice market in
Vietnam. In practice, the increase in producer fpodes may be significantly lower than the
increase in consumer food prices, especially falkfarmers. One reason is that in Vietnam,
the export market is still dominated by some Ig&8tge-owned monopolies. Moreover, small
farmers are less able to store their harvest amdrmaed to sell their harvest at lower prices
immediately after the harvest. As shown in tab&b6ve, the average welfare benefit would
be substantially reduced if the increase in prodpdees is significantly lower than the
increase in consumer prices of food. Moreoverntledium-term and long-term welfare
effects would also be lower if food price increakszsl to increases in the prices of

agricultural inputs, such as wages and pricesrtfizers.
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6. Summary and Conclusion

This chapter demonstrates that the impacts of téoed price increases, especially
rice price increases, on Vietnamese householdsoanplicated. About 44 percent of
Vietnamese households are net food sellers an@ @@t are net rice sellers. In rural areas,
54 percent of Viethnamese households are net fdetsand 38 percent are net rice sellers.
These households will naturally benefit from insesin food pricés However, the
magnitude of benefits depends on the relative afmpn§producer’s prices and consumer’s
prices. If changes in these prices are uniforniparease in food price will induce an increase
in average household welfare. When food pricesase uniformly by 20 percent, average
household welfare increases by 3.4 percent andatienal poverty rate falls by 0.8
percentage points. When rice prices increase (umifo by 20 percent, the average
household’s welfare increases by 1.3 percent amddkional poverty rate falls by 0.2
percentage points. However these impacts are senitthe relative changes of producer
and consumer prices. If consumer prices increaadaater rate than producer prices, welfare
benefits are higher and poverty reduction is gre@a the other hand, if consumer prices rise
faster than producer prices, the positive impatte@price changes on welfare and poverty
reduction are smaller. Examining the price chartlgasactually occurred in 2007-2008, this
chapter finds that average household welfare isextay 9.2 percent during the two years
(until Sept, 2008). Yet, poverty increased by Jeicpntage points during the same period. On
the other hand, increases in rice price alonedaserage household welfare by 5 percent in
2007-2008, but also raised poverty (headcount)bpt@ 3 percentage points during the same

period.

Finally, it is important to note that the beneftsd costs are not spread evenly across
the population. A uniform increase in both consuara producer food prices would make 56
percent of households worse off, and in rice pwoeld make 64 percent of households
worse off. In particular, increases in the priceio# alone lead to welfare reductions for a
large percentage of households. With a uniformgrgrimcrease in the price of rice, about 54

percent of rural households and 92 percent of unoaisehold would experience reductions in

° Yet, if the food consumer prices increase fasten the food producer prices, some net food sethessstill be
at loss because their increased food revenuessséHan their increased food costs.
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their household welfare. Regionally, the South Bast Central Highlands would be hit the
hardest; with 80- 90 percent of the population hgyower welfare. In particular, the rural
middle-income households gain the most while thal ppoorest households gain the least
from an increase in the price of rice. On the otfeerd, in the urban areas, the poorest
households lose the most (relative to their we)famm an increase in the price of rice. This
indicates that support programs should target tuegst quintile, as well as the poor people
in regions that are hit the hardest from an inaeaprice such as the South East, and the
Central Highlands. While the Mekong River Delta,iethproduces about 90 percent of
Vietnam’s marketable rice, certainly gains muchrfran increase in price, only about one-
third of the households in this region are betfédae to rice price increases. This indicates
that some kind of assistance to poor people, pdatily those in the regions gaining much

due to price changes, is necessary to offset thative impacts of rice price increases.

Our analysis takes into account the substitutibecefn demand. The “real” case in
2007-08 reveals that the substitution effect idigdge due to low cross-price demand

elasticities.

There are several limitations of this chapter.tFttee chapter does not examine the
production response to food/rice price increasesi@e prices increase, farmers may
response by expand their production. On the othrd hthe price of agricultural inputs may
also increase, reducing farmers’ disposable inc@aeond, data limitations do not allow us
to fully explore the relationship between consuarat producer prices in different regions.
Our analysis indicates that the welfare and poweffiscts are sensitive to the relative prices
between consumer and producer prices, and genénallffects are more beneficial if
producer prices increase faster than consumersprt@vever, food producer prices are often
unavailable or not updated as often as food consprices’. More sophisticated analysis,
based on reliable and updated regional consumepranidicer price data would be useful for

further research.

9 The General Statistics Office collects producérepindex (PPI) but only published it annually, {ghi
consumer price index (CCI) is published monthlye BEvailable PPl and CPI do not list specific inftaxfood
and foodstuff items such as rice, maize, beefC@icthe other hand, Ministry of Agriculture colleetsd
publishes the local market price for several fond Bbodstuff items, but does not publishes prodgoefarm-
gate) prices of these items.
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List of Tables

Table 1: Distribution of Farming and Rice Farmingudeholds

Percentag  Percentage ¢
of farmer rice farmer

All 71.¢ 2.t
Rura 86.2 66.C
Urbar 29.Z 12.2
Red River Delt 76.7 67.€
North Eas 84.( 70.%
North Wes 92.¢ 77.2
North Central Coa 80.¢ 66.1
South Central Coe 65.5 55.2
Central Highlanc 86.¢€ 41.1
South Ea:s 43.¢ 15.1
Mekong River Delt 65.1 37.%
Quintile 1 89.¢ 75.€
Quintile z 84.¢ 69.£
Quintile 2 79.t 59.C
Quintile £ 66.2 41t
Quintile £ 39.¢ 17.¢
Ethnic majority 68.( 474
Ethnic minority 94.2 81.1
Non-pool 68.t 48.1
Pool 90.£ 76.71
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Table 2: Annual Food Production and Consumptioilbysehold Groups (million VND and %)

Food Food Food Food Food NFS* NFSfor NFP*for net Percentage ¢
budget production consumption sale purchase net sellers purchasers net sellers
All 50.4 15.¢ 10.Z 11.¢ 8.4 3.k 19.€ -9.1 43.¢
Rura 53.7 18.2 9.2 14.C 6.€ 7.4 18.t -5.¢ 54.2
Urbar 40.¢ 6.€ 12.¢ 5.8 141 -8.: 34.2 -14.1 11.¢€
Red River Delt 49.2 13.¢ 9.¢ 9.¢ 7.7 2.2 15.t -8.€ 44.¢
North Eas 55.2 125 9.E 7.1 6.1 1.C 7.€ -7.C 53.t
North Wesi 61.7 13.1 8.2 6.€ 4.2 2.8 5.€ -5.4 69.¢
North Central Coas 51.¢ 11.2 8.4 7.2 6.C 1.2 9.2 -6.1 47.7
South Central Coa 475 13.1 10.1 10.7 9.1 1.€ 21.¢ -9.4 35.1
Central Highlanc 51.¢ 12.7% 10.7 9.€ 8.7 0.¢ 14.5 -8.C 40.C
South Eas 43.1 10.2 12.¢ 9.2 14.C -4 29.1 -14.1 21.4
Mekong River Delt 50.t 26.7 10.7 24.2 9.2 14.¢ 41.F -8.€ 46.¢
Quintile1 64.7 9.¢ 6.5 5.E 3.t 2.1 5.€ -3.1 59.:
Quintile 2 56.C 13.2 8.C 9.C 5.4 3.€ 10.7 4.7 54.1
Quintile & 51.2 16.1 9.4 12.2 7.2 4.¢ 17.C -6.5 48.t
Quintile 4 447 18.¢ 11.4 16.C 10.1 5.€ 30.t -9.7 38.7
Quintile £ 36.€ 18.2 15.2 16.€ 15.¢ 0.€ 72.¢ -15.7% 18.7
Ethnic majority 48.2 15.7 10.£ 12.¢ 9.2 3.€ 23.1 -9.7 40.5
Ethnic minority 63.2 13.2 8.5 7.1 4.t 2.€ 6.7 -4.1 62.£
Nonr-farmer** 43.7 5.7 12.2 5.€ 13.2 7.7 102.¢ -13.2 4.¢
Farme 53.1 19.1 9.4 14.£ 6.€ 7.6 16.¢ 5.3 58.¢
Not growing rict 45t 11.2 11.4 10.t 11.¢ -1z 48.C -11.5 17.c
Growing rice 54.¢ 19.1 9.C 13.1 5.4 7.7 13.1 -3.€ 67.7
Non-poot 47 .2 16.£ 10.¢ 13.2 9.4 3.7 23.t -9.¢ 40.7
Pool 66.5 9.€ 6.2 5.2 3.2 2.C 5.1 -2.¢ 60.2

*NFS Net food sale, NFP: Net food purchase; **including households who catch or raise aquaculture products;
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Table 3: Household Welfare Change due to Food Primeases (%)

Welfare change (%) Percentage of
wor se-off (%)
+ Consumer price 20% 50%
+ Producer price 20% 24% 16% | 50% 60% 40% | (la& (b (1c
(1a) (1b) (10 (28) (2b) (2¢0) 2a) & &
2b)  2¢)
All 3.4 5.6 1.3 85 134 3.1 56.2 531 61.0
Rural 6.0 8.6 34 150 215 85 455 418 513
Urban -4.4 -36 52 -11.0 -890 -13.0 88.1 86.9 89.7
Red River Delta 3.5 55 1.4 8.8 138 3.7 551 519 5938
North East 2.2 3.8 0.5 54 9.60 1.3 46,5 424 528
North West 4.2 6.1 23 104 152 56 30.1 273 373
North Central Coast 2.1 3.8 0.3 52 9.50 0.8 521 486 57.7
South Central Coast 15 34 -03 3.8 840 -0.8 649 614 722
Central Highlands 1.1 29 -07 28 7.20 -1.7 60.0 565 64.3
South East -2.5 -1.1 -3.8 -6.1 -2.78 95 785 769 811
Mekong River Delta 10.0 13.7 6.3 250 343 158 53.0 505 56.1
Quintile 1 3.6 5.7 15 9.1 143 3.8 404 36.7 475
Quintile 2 4.5 6.9 21 112 171 53 458 419 518
Quintile 3 4.6 7.1 22 116 177 54 514 474 56.1
Quintile 4 4.1 6.5 1.8 103 161 44 61.3 589 66.0
Quintile 5 0.2 1.6 -1.3 04 410 -3.3 81.3 80.1 830
Non-farmer -5.2 -45 6.0 -13.0 -11.2 -149 949 946 952
Farmer 6.8 9.5 41 169 237 102 411 369 476
Not growing rice -1.5 -0.1 -3.0 -3.8 -0.14 -7.4 826 812 84.6
Growing rice 7.9 10.6 51 196 26.6 127 323 27.7 39.6
Poor 3.4 5.5 1.2 8.4 138 3.0 59.2 56.3 63.6
Non-poor 3.6 5.7 1.5 9.0 14.2 3.8 394 359 46.6
Rural poor 4.0 6.1 19 100 154 47 374 338 450
Rural non-poor 6.5 9.2 3.8 16.2 23.0 95 474 437 529
Urban poor -3.3 2.1 -4.6 -84 522 -115 734 722 747
Urban non-poor -4.4 -3.6 -52 -11.1 -9.06 -13.1 88.6 874 90.2
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Table 4: Poverty Impacts of Food Price Increases

+ Consumer price 0% 20% 50%
+ Producer price 0% | 20% (1la) 24% (1b) 16% (1c) | 50% (2a) 60% (2b) 40% (2c)
All country PO 15.9 15.1 14.6 15.8 16.2 15.3 17.7
P1 3.t 3.€ 3.k 3.€ 4.1 3.€ 4.4
Rural poverty PO 20.3 18.9 18.3 19.8 19.5 18.3 21.5
P1L 49 4.6 4.4 4.8 5.0 4.6 5.4
Urban povert PC 3.t 4.€ 4.t 4.¢ 7.1 6.¢ 7.4
P1L 0.8 1.0 0.9 1.0 1.7 1.6 1.7
Non farme PC 5.C 6.€ 6.5 6.€ 11¢ 11.¢ 115
P1 1.1 1kt 14 1kt 2.8 2.8 2.€
Farme PC 20. 18.t 18.C 19.€ 18.2 16.¢ 20.2
P1 4c¢ 4.t 4.2 4.¢& 4.€ 4.z 5.C
Nonr-rice farme PC 7.t 8.7 8.€ 8.C 12.¢ 12.¢ 13t
P1L 1.7 2.0 2.0 2.1 3.3 3.2 3.4
Rice farme PC 23. 20.7 20.C 21.¢ 19.2 17.€ 21k
P1L 5.6 5.0 4.8 5.3 4.8 4.4 5.3
Non-pool PC 0.C 1kt 1.t 1.7 4.¢ 4.7 5.E
P1 0.C 0.1 0.1 0.1 0.€ 0.€ 0.€
Pool PC 10C 86.t 84.1 90.€ 75.¢ 71.2 82.
P1 23.¢ 22.2 21.¢ 23.2 22.¢ 21.C 24 ¢
Rural povert PC 20.: 18.¢ 18.% 19.¢ 19.t 18.c 21.F
P1 4c¢ 4.€ 4.4 4.& 5.C 4.€ 5.4
Urban poverty PO 3.8 4.6 4.5 4.9 7.1 6.9 7.4
P1 0.t 1.C 0.€ 1.C 1.7 1.€ 1.7
Red Fiver Delte PC 8. 7.2 6.€ 7.6 7.C 6.4 8.5
P1L 15 1.3 1.2 1.4 1.4 1.2 15
North Eas PC 25.( 23.1 22.¢ 24 21k 20.1 24 ¢
P1 5.€ 5.1 4. 5.4 5.C 4.€ 5.5
North West PO 49.0 46.2 45.1 47.7 41.2 37.4 46.1
P1 15. 13.¢ 13.2 14.¢ 12.C 11.C 13.:
North Central Coa P(C 29.1 26.2 26.C 27.2 26.2 23.¢ 27.€
P1L 7.6 7.0 6.7 7.3 7.1 6.6 7.7
South Central Coe PC 12. 12.7 12.1 13.4 14.4 14.C 15.¢
P1 2. 2.7 2.5 2.8 3.8 3.C 3.k
Central Highlands PO 28.4 28.1 27.3 29.1 29.1 28.2 315
P1 8. 8.4 8.1 8.€ 8.7 8.1 9.t
South Eas PC 5.7 6.€ 6.€ 6.€ 9.€ 9.4 10.1
P1L 14 1.7 1.6 1.7 2.7 2.6 2.8
Mekong Fiver Delte PC 10.z 10.2 10.2 11.C 14.¢ 14.2 15.¢
P1 1. 2.C 1.¢ 2.1 3.8 3.2 3.k
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Table 5: Household Welfare Change due to Rice Pniceeases

20% 50% % of

Immediate Short-term Immediate Short-term worse-off
All 1.25 1.31 3.12 3.28 63.8
Rural 1.91 1.97 4,78 4.93 54.4
Urban -0.73 -0.66 -1.83 -1.65 91.8
Red River Delta 1.12 1.15 2.80 2.88 51.9
North East -0.23 -0.19 -0.57 -0.47 57.2
North West 0.03 0.09 0.08 0.22 49.0
North Central Coast 0.28 0.35 0.71 0.86 60.8
South Central Coast 0.29 0.34 0.72 0.84 65.4
Central Highlands -0.87 -0.76 -2.18 -1.91 80.8
South East -0.58 -0.50 -1.46 -1.24 87.9
Mekong River Delta 5.50 5.59 13.74 13.99 64.7
Rural
Quintile 1 0.57 0.66 1.43 1.65 51.0
Quintile 2 2.13 2.19 5.32 5.47 49.0
Quintile 3 2.89 2.95 7.22 7.36 51.6
Quintile 4 2.38 2.44 5.96 6.09 59.9
Quintile 5 1.62 1.66 4.05 4.15 70.8
Urban
Quintile 1 -1.65 -1.50 -4.13 -3.75 78.1
Quintile 2 -0.84 -0.72 -2.10 -1.80 79.4
Quintile 3 -0.49 -0.39 -1.22 -0.97 86.9
Quintile 4 -1.00 -0.92 -2.50 -2.30 93.4
Quintile 5 -0.55 -0.50 -1.37 -1.26 95.7
Non-farmer -1.65 -1.56 -4.14 -3.91 98.0
Farmer 2.38 2.43 5.95 6.09 50.5
Not growing rice -1.98 -1.87 -4.95 -4.68 98.5
Growing rice 4.17 4.19 10.42 10.48 32.5
Non-poor 1.44 1.50 3.61 3.76 65.9
Poor 0.18 0.28 0.46 0.69 52.4
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Table 6: Poverty Impacts of Rice Price IncreasedeuThree Different Scenarios

0% 20% 50%
Immediate Short-term Immediate Short-term

PO P1 PO P1 PO P1 PO P1 PO P1
All 159 3.8 157 3.8 157 3.8 159 40 158 4.0
Rural 203 49 199 49 199 49 20.0 5.1 198 5.1
Urban 3.8 0.8 42 0.8 41 08 4.9 10 48 1.0
Red River Delta 8.8 15 7.7 1.4 77 14 7.2 1.3 72 13
North East 25,0 5.6 25.0 56 250 56 253 57 251 5.6
North West 49.0 156 499 156 499 155 51.1 157 511 157
North Central Coast 291 7.6 291 76 291 76 27.8 78 276 7.7
South Central Coast 124 26 125 26 125 26 122 27 118 2.7
Central Highlands 284 8.8 28.7 9.1 287 9.1 304 99 304 938
South East 5.7 14 58 1.5 58 15 6.7 1.7 66 1.7
Mekong River Delta 10.2 1.8 10.1 1.9 99 19 111 23 109 23
Non-farmer 5.0 1.1 5.6 1.2 56 12 6.8 16 66 1.6
Farmer 204 49 199 49 198 49 197 50 196 5.0
Not growing rice 7.5 1.7 84 2.0 83 20 101 26 99 25
Growing rice 234 56 222 54 222 54 211 53 210 53
Non-poor, rural 0.0 0.0 0.8 0.0 0.7 0.0 2.2 0.1 20 0.1
Poor, rural 100.0 242 951 242 950 241 89.7 248 895 247
Non-poor, urban 0.0 0.0 04 0.0 04 00 1.2 01 11 0.0
Poor, urban 100.0 19.9 995 21.8 995 21.7 981 247 98.1 243
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Table 7: Changes in Food Consumer and Producees?2007 and 2008.

2007 2008 (Jan-Sept)
Consumer prices

Food 18.9 57.8
of which
staples 15.4 78.1
non-staples 21.2 50.1
drink 6.78 18.1
Producer prices
Food 18.1 56.7
of which
staples 15.9 78.9

Table 8 : Percentage Increase in Food/Rice Expamedue to Food/Rice Price Increase
2007/08

2007 2007-08
Immediate Short-term  Immediate Short-term
Food price 18.90% 18.85% 57.80% 57.75%
Rice price 15.40% 15.64% 78.10% 77.48%
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Table 9: Household Welfare Change (%) Due To Irewean Food and Rice Prices, 2007/08

Food pricechange  Rice price change

2007 2007-08 2007 2007-08

All 2.78 9.23 1.02 4.97
Rural 5.16 16.66 1.55 7.58
Urban -4.32 -12.93 -0.55 -2.84
Red River Delta 2.91 9.59 0.91 4.44
North East 1.73 5.83 -0.16 -0.88
North West 3.55 11.49 0.05 0.17
North Central 1.60 5.49 0.25 1.16
South Central Coast 1.06 3.88 0.25 1.17
Central Highlands 0.69 2.72 -0.64 -3.36
South East -2.59 -7.46 -0.42 -2.24
Mekong River Delta 8.72 27.91 4.41 21.76
Quintile 1 3.00 9.90 0.38 1.77
Quintile 2 3.76 12.30 1.49 7.28
Quintile 3 3.88 12.68 1.86 9.15
Quintile 4 3.41 11.21 1.08 5.25
Quintile 5 -0.14 0.07 0.28 1.30
Non-farmer -5.08 -15.28 -1.27 -6.46
Farmer 5.85 18.80 1.92 9.43
Not growing rice -1.72 -4.78 -1.52 -7.73
Growing rice 6.86 21.91 3.32 16.45
Non-poor 2.74 9.12 1.17 5.73
Poor 3.00 9.86 0.19 0.79
Rural non-poor 5.60 18.03 1.85 9.11
Rural poor 3.37 11.03 0.29 1.30
Urban non-poor -4.35 -13.03 -0.51 -2.66
Urban poor -3.41 -9.99 -1.53 -7.84
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Table 10: Change in Poverty Due To Increases irdfemal Rice Prices 2007- 2008 (Percentage

Points)

Food price change Rice price change
2007 2007-08 2007 2007-08
PO P1 PO P1 PO P1 PO P1
All -0.64¢ -0.1F 1.07 0.5¢ -0.2z 0.0C 0.31 0.51
Rura -1.1¢ -0.2¢ -0.1¢ 0.3z -0.3¢ -0.0z -0.0¢ 0.5t
Urbar 0.8z 0.1¢ 441 1.2 0.28 0.0¢ 1.32 0.4
Red River Delt -1.3¢ -0.2¢ -1.21 -0.0¢ -0.91 -0.11 -1.5Zz -0.1¢
North Eas -1.32 -0.37 -3.01 -0.4¢ -0.0¢ 0.0C 0.3¢ 0.21
North Wes -2.64 -15¢ -837 -3.7¢ 0.7¢ -0.0¢ 2.5 0.3¢
North Centre -2.4¢ -0.58 -2.4¢ -0.31 -0.0¢ -0.0¢ -2.6¢ 0.4t

South Central Coe 0.2¢ 0.06 287 0.9 0.0/ -0.0z -0.4: 0.2t
Central Highlanc 0.2C -0.2¢ 1.3C 0.27 0.3 0.27 252 1.9

South Ea:s 091 0.27 491 1.6& -0.0¢ 0.07 1.4€ 0.6z
Mekong River Delt  0.1€ 0.1¢ 5.7¢ 2.1: -0.21 0.0¢ 257 1.1z
Non-farme 1.4t 0.3¢ 79 23¢ 05 0.1 291 0.9¢
Farme -1.5C -0.3¢ -1.7¢ -0.1% -0.5z -0.0t -0.7% 0.3¢
Not growingrice 1.2z 026 6.71 2.0¢ 0.7z 0.2z 4.1t 1.4z
Growing rice -2.2¢ -0.5: -39t -0.7¢ -1.0€ -0.1& -3.0¢ -0.2¢
Non-pool 1.4¢ 0.0 6.01 0.8 0.4¢ 001 297 0.2¢
Pool -11.87 -1.31 -25.01 -0.9C -3.9¢ -0.01 -13.7¢ 1.9¢
Rural nor-pool 1.6t 0.0 6.3t 0.8 0.5¢ 0.01 35 0.2¢
Rural poo -12.2¢ -1.6z -25.71 -1.8(C -4.2z -0.11 -14.3¢ 1.5
Urban nor-poot 1.1C 0.0¢ 517 0.7¢ 0.28 0.0C 1.5¢ 0.14
Urban poo -5.87 3.2t -14.7¢ 12.2¢ -0.5z 1.4: -4.47 7.5¢

33



List of Figures

Figure 1: Nonparametric Estimation of Rise Net S&atio for Urban and Rural Households

(Bandwidth=0.2)
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Figure 2: Nonparametric Estimation of Rise Net S&atio for Households at Different Levels

of Welfare
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