. nthe Giap between Urban and RuralRreas n Uietnam loday

1. Economic growth and pov-
erty alleviation in the past few
years

The economic reform since
1989 has brought about both eco-
nomic growth and social prog-
ress. The growth rate rose from
4.8% on average in 1986-1990 to
B.2% in 1991-1995. In the years
1996-2000, in spite of Asian fi-
nancial crisis, the average rate of
Vietnam still reached 6.96% - the
highest in Southeast Asia. From

and this figure roae to 17.9% in
2005. The labor force of the ser-
vice sector also rose from 19.7%
to 25.3% while this share of the
agricultural  sector decreased
from 68.2% to 56.8% in the same
period. Proportion of labor with
some training rose from 20% in
2000 to 26% in 2005.

In the years 2001-05, Viet-
nam’s export value amounted to
US$111 billion increasing by
17.5% a year while the import

2001 to 2007, the growth rate value was US$130.2 billion
Table 1: Structure of industry (%)

Sector 1986 | 1990 | 1995 | 2000 | 2004 | 2005 | 2008
Agriculture 38.06 | 3874 | 27.18 | 24.30 | 2181 | 2097 | 2038
e | 28.88 | 2267 | 2876 | 3661 | 4021 | 4102 | 4156
Service 33,06 | 3859 | 44.06 | 3909 | 37.08 | 3801 | 38.08

kept rising: 6.9% in 2001; 7.1% in
2002; 7.3% in 2003; 7.7% in 2004;
8.4% in 2005; 8.17% in 2006 and
B.48% in 2007.

The personal income in-
creased from US$124 in 1990 to
397 in 2000; 545 in 2004; 644 in
2005 and 835 in 2007. According
to the UNDP Human Develop-
ment Report 2006, the Vietnam’s
per capita GDP (by PPP) rose
from US$2,745 in 2004 to 3,076
in 2005 (according to new calcu-
lations published by the WB on
Dec. 17, 2007, this figure was
US$2,142),

The Vietnam’s structure of in-
dustry has changed positively:
share of agricultural sector de-
ereased over years while the ones
of the manufacturing and service
sectors rose steadily. In 2006
shares of the three sectors were
20.36%; 41.56% and 38.08% re-
spectively.

Structure of labor force was
also changed by industrializa-
tion. In 2000, the manufacturing
and construction employed only
12.1% of the working population

icreasing by 18.8% a year. In
2007, foreign trade value was
US$109 billion and export value
was US$48.4 billion increasing
by 21% over 2006. The year 2007
also witnessed increases in for-
eign sources of finance: 20.3 bil-
lion in FDI and 6.5 billion in
ODA (for 2006-07).

As for the social progress, the
following are some significant
facts:

- High growth rate and de-
ereases in birth rate have helped
improve the personal income and
alleviate the poverty. By interna-
tional standard, proportion of the
poor in Vietnam fell from 60% in
1990 to 58.1% in 1993; 37.4% in
1998; 32.0% in 2000; 28.9% in
2002; 18.1% in 2004; 15.47% in
2006 and 14.75% in 2007. In ru-
ral areas, this proportion fell
from 66.4% in 1993 to 35.6% in
2002. According to recent survey
of WB experts, the economic
growth brought about benefits for
both urban and rural areas. In
1993, two thirds of rural resi-
dents were considered as poor
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and this proportion fell to a fifth
in 2007,

- The economic reform has
turned Vietnam into an exporter
of rice and helped rural areas di-
versify their production and de-
velop services, The UNDP Hu-
man Development Report 2006
appreciated efforts in Vietnam to
supply clean water and improve
sanitary conditions in rural ar-
eas. In 1998 only 32% of rural
residents (some 23 million peo-
ple) were provided with clean wa-
ter and this figure rose to 60%
(some 40 million) in 2004. Some
50% of rural households had toi-
lets, and 10% of traditional guilds
and 30% of animal farms had fa-
cilities for treating effluent.

In its report in 2007, WB ex-
perts remarked that Vietnam has
ereated conditions that allowed
producers get the best access to
natural resources, such as land
and water, granted land to peas-
ants, increased investment in ir-
rigation and liberated the trad-
ing service.

According to the UNDP an-
nual report, the Vietnam's HDI
inereased steadily in the past two
decades, from 0.540 in 1995 to
0.671 in 2000 and 0.709 in 2006.
The UNDP HD Report 2006
stressed that although the Viet-
nam’s per capita GDP was less
than a half of the Algerian GDP
(US%2,745 compared with 6,303),
the Vietnam HDI was only six
places lower than Algeria (0.709
compared with 0.728).

According the UNDP Human -
Development Report 2007- 2008
published on Nov, 28, 2007 in Ha
Noi, the Vietnam's HDI was
0.733 ranking 105" among 177
countries surveyed (up by four
place over 2006). Compared with
regional countries, Vietnam's
place was lower than Singapore
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Table 2: Vi 's HDI in 2004
HDI Average longevity Adult literacy, from 15 School admission to all Per capita GDP (PPP
(year) years old and more (%) levels of education (%) - US§)
1 Norway (0.965) 1. Japan (82.2) 1.Georgia (100} 1.Australia {113.2) Luxemburg (68,961)
108. Indonesia (0.711) | 82. E Salvador (71.1) | 58.Indonesia (90.4) 122. Sao Tome and Prin- | 117, Georgia (2,844)
cipe (63.0)
109.Vietnam (0.709) 83 Vietnam (70.8) 56.Vietnam (90.3) 123 Vietnam (62.8) 118 Vietnam (2,745)
177. Niger (0.311) 177. Swaziland (31.3) | 128. Mali (19.0) 172. Miger (21,5) 172 Sierra Leone(561)

(25); Thailand (78); and the Phil-
ippines (90), and higher than In-
donesia (107); Laos (130); Cam-
bedia (131); and Myanmar (132).
It's worth niting that Vietnam
surpassed many countries with
higher personal income in terms
of longevity (Vietnam: 73.7 years
ranking 56" among 177) and
adult literacy (90.3% ranking
57/177).

2. Difficulties and challenges
arising from the gap between
urban and rural areas

a. Difference in income be-
tween groups of residents tends
to increase. The difference be-
tween the riches 20% and the
poorest 20% increased from 4.3
times in 1993 to 8.14 time in
2002. The difference between the
richest 10% and the poorest 10%
rose from 12.5 times in 2002 to
13.5 times in 2004. The differ-
ence widens more drastically
with the poorest groups in rural
areas,

Thus, the proportion of the
poor in rural areas was 6.6 times
higher than the one in urban

area. Estimated data in 2005
show that the proportion of the

. poor in Western North was 2.67

times higher than the one found
in the Hong Delta; and the one in
the Mekong Delta was 3.4 times
higher than the one in Eastern
South.

b. Difference in the income of
urban and rural residents in-
creased, and according to many
analysts, it rose to 6.9 times in
2004 instead of 3.5 times as fre-
quently quoted.

One of worrying facts in the
past few years was the slowdown
of the poverty alleviation and
this effort hasn’t been carried out
evenly in different zones. In
1992-1998, the ratio of the
growth rate to poverty allevia-
tion was 1: 0.7 and it fell to 1:0.3
in 1998-2004. This means that
the relative poverty has become
more serious. According to the
General Bureau of Statistics, a
fifth of rural households is poor.

The proportion of the poor
gets bigger in minority groups.
Facts in recent years showed

Table 3: Proportion of the poor over zones (%)

1993 19468 2002 2004 | 2005 (estd.)
Whole nation 58.1 ara 28.9 24.1 223
* Rural and urban areas
- Rural area 66.4 455 | 356 25.0
- Urban area 25.0 9.2 6.6 36
* Zone
- Eastern Morth 86.1 62.2 38.4 3.7 206
- Western North 81.0 73.4 68.0 54.4 521
- Hing Delta 62.7 293 | 224 | 214 19.5
il Central Vietnam 74.5 48.1 | 439 | 414 39.4
- Southern Central Vietnam 47.2 34.5 252 213 19.4
- Weslarn Highlands 70.0 52.4 51.8 32.7 30.2
- Easlern South 37.0 122 | 106 6.7 5.3
- Mekong Delta 47.1 419 | 232 | 135 18.0
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that the difference between mi-
nority groups and Vietnamian
community had become more se-
rious than the difference between
rural and urban areas. While the
average proportion of the poor
decreased, this proportion in
mountainous areas where many
minority groups live kept in-
creasing, up to 55% in Lai Chéu
and 40% in DPién Bién for exam-
ple. The poor in minority groups
accounted for 21% of the poor in
the whole country in 2001 and
this figure rose to 36% in 2005.

c. Rural areas also face many
other problems, such as:

- Many rural families, espe-
cially in depressed areas, fall
again below the poverty line after
some time, Statistics show that
such depressed areas as Western
North, Northern Central Viet-
nam and Western Highlands
gain high speeds of poverty alle-
viation and they also suffer the
highest proportions of the poor.

- Poor infrastructure: In most
depressed and remote areas, al-
most no road is built and some
40% of rural residents have no
clean water to use. Dr. Hans
Troedsson, WHO representative
in Vietnam, remarked that over
two thirds of Vietnamese popula-
tion contract diseases caused by
unclean water and poor sanitary
conditions and most of them live
in rural areas.

- Human resource in rural
area is very poor. Pham Quang
Vinh, Head of Depepartment of
Statistics specializing in the ag-
ricultural sector, has remarked
that of 23 million laborers in this
sector, only 1.35% had some pri-
mary technical training; 0.89%



had secondary techni-
cal training; and
0.11% had higher edu-
eation.

- Surplus of labor |
in rural areas tends to &
increase (at present,
some 35% or 40% of

stay idle) because the |
birth rate there is
high and non-farming &
business is less devel-
oped. At the same é:‘
time, low productivity f"i.?
in such areas prevents £5 3
them from improving

their living standard.

- When the rate of urbaniza-
tion increases, from 18.5% in
1989 to 20.5% in 1997; 23.6% in
1999 and 15% in 2004, it pro-
duces bad effects on the environ-
ment and reduces area of farming
land. In addition, wrong use of
public land and existence of an
unofficial market for real estate
have hindered agricultural pro-
duction and made the surplus of
labor more serious.

d. Vietnam'’s accession to the
WTO leads to new opportunities,
including the ones for rural ar-
eas, Cuts in support for the agri-
culture and duties on imported
farm products, however, have im-

diately forced p it to face
keener competition on the mar-
ket for farm products when they
have enjoyed advantages of land
and labor. Without measures to
deal with this situation, their in-
come will certainly decrease,
which will lead to higher unem-
ployment and idle Jabor rates.

e. Potential danger arising
from the gap between urban and
rural areas is unequal opportu-
nity. This seems inevitable be-
cause of disadvantages of the ag-
ricultural sector during’ the
industrialization. A survey by the
Vietnam Institute of Social Sci-
ences shows that of 51% of peas-
ants who cry for help only a third

of them get some help. Hé
Xuin Hing, Deputy Minister of
Agriculture and Rural Develop-
ment, once said that there was
potential social unrest in rural
areas because the idle labor rate
was high and rural residents had
no more trust in local authorities.
This potential danger not only
widens the gap between urban
and rural areas, but also hinders
the industrialization and mod-
ernization,

3. Measures to bridge the gap

- Accelerating the industrial-
ization in rural areas: Great ef-
forts should be made to change
the structure of farm products to
link it with markets and the
manufacturing sector. In indus-
trializing the agriculture, full at-
tention must be paid to mechani-
zation, electrification and
irrigation. Commercial farming
must be developed to produce
more added value based on tech-
nical advances and integration
into the world market.

- Diversifying industries in ru-
ral areas: Strong measures
should be taken to encourage de-
velopment of small and labor-in-
tensive businesses to change the
structure of industry and reduce
the idle labor.

- Developing rural infrastrue-
ture: This infrastructure must in-
clude communications, schools,

hospitals, water
and power supply,
cuitural centers,
1 recreation
:hgmunds etc, that
-aim at improving
— both material and
= spiritual life of ru-
e ral residents. To

“ achieve this aim,
it's necessary l'.o

ment projects be-
gides employing
public funds and
foreign aids,

- Information: Local authori-
ties can, at least, help rural resi-
dents find markets for their
produce and supply of agricul-
tural materials by providing
them with necessary information
and technical assistance. This ef-
fort requires expansion of
internet services,

- Reducing the idle labor: Lo-
cal authorities should make plan
to help rural residents to engage
in non-farming businesses; sup-
port education service and voca-
tional training; develop
traditional occupations with a
view to producing exports and
high-quality goods; and giving in-
centives to companies and indi-
viduals that want to develop
their businesses in rural areas.

- Dealing with foreign compe-
tition: Local authorities should
encourage formation of associa-
tions, organizations and coopera-
tives that help rural residents do
business. Through these organi-
zations, technical advances can
be introduced to encourage them
to improve the competitiveness of
their products.

- When productivity and living
standard in rural areas are still
low, and the proportion of the
poor is high, poverty-alleviating
program is an effective measure
to reduce the gap between the
two areas as long as they are car-
ried out actively.®
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