
Social capital and household vulnerability: New
evidence from rural Vietnam

Vo Tat Thang 1

1thangvt@ueh.edu.vn
School of Economics

University of Economics Ho Chi Minh City

February 2018

mailto:ThangVT@ueh.edu.vn


Outline
Introduction

Literature review
Vulnerability to poverty
Social capital

Background of social capital in Vietnam

Data

Analytical framework and methodology
Measuring social capital
Determinants of group participation
Measuring vulnerability
Fixed effect model
Fixed effect model with PSM

Descriptive statistics

Empirical results

Conclusion and policy implications



Introduction

I The concept and empirical analysis of vulnerability has
emerged in the development literature as the importance of
the shift from static poverty to a dynamic and from a certain
to an uncertain frame.

I Social capital is another prominent concept in the literature
on development although it is defined and measured in various
ways in different contexts.

I The most important question in our study is that whether
social capital explain variations in household vulnerability
or not.



Vulnerability to poverty

I The concept of vulnerability is interpreted in various ways in
different contexts. In economics, the vulnerability’s definition
emerges from the concept of poverty.

I While poverty measurement is based on fixed standards,
vulnerability broadens the poverty notion by including the
potential risk of adverse shocks.

I Vulnerability’s definition:
I The probability of falling below the poverty line in the future

(Pritchett, Suryahadi, and Sumarto (2000), Christiaensen and
Boisvert (2000), and Chaudhuri (2003))

I Exposure to negative shocks that impact on welfare (Glewwe
and Hall (1998),Cunningham and Maloney (2000)).

I “The probability or risk today of being in poverty or to fall into
deeper poverty in the future” (World Bank 2001).

I “The ex-ante risk that a household will, if currently non-poor,
fall below the poverty line, or if currently poor, will remain in
poverty” (Chaudhuri 2003).



Social capital

I Putnam, Leonardi, and Nanetti (1993) define social capital as
the characteristics of social organizations that promotes
cooperation for mutual benefits, these features of social
organizations could be social networks, norms or social trust.

I There dimensions of social capital (by Narayan and Pritchett
(1999))
I Membership in voluntary organizations
I The existence of social norms and its role
I The degree of trust

I Measures of social capital vary across empirical studies based
on how social capital is defined



Social capital and poverty

I Positive effects:
I Village-level social capital and the participation in groups alter

household welfare remarkably (Narayan 1997).
I In other studies, social capital helps to reduce poverty in

different aspects.
I In rural areas, social capital not only alleviates poverty but also

improves the prosperity of households. The impact of social
capital on lives of the poor is even greater than that of other
factors in the study (Grootaert and Narayan 2004).

I Negative effects:
I J. Maluccio, Haddad, and May (2000) find no effect of social

capital on households’ welfare in 1993 in South Africa, yet a
noticeable positive impact in 1998.

I Althought social capital could help the poor increase their
income, impoverished households in remote regions are still
having trouble joining community associations (Tenzin,
Otsuka, and Natsuda 2015).



Social capital, micro-finance and saving

Social capital can facilitate access to micro credits.

I Social position and power structures is likely to help people in
the process of getting advantages from credit access.
However, it is partly true for the whole society (Geleta 2014).

I Social capital has an impact on the performance of loan
repayment (Dufhues, Buchenrieder, and Quoc 2012).

I Akram and Routray (2013) discover an opposite result than
most studies: social capital index has no critical influence on
the participation of households in micro finance.



Social capital, coping strategies, and consumption

Social capital influence on how households and communities cope
with various risks.

I Social capital is not only an influential determinant of
households’ welfare, but it also helps them to over come
losses. Households in communities that have bigger social
capital are more likely to be able to absorb idiosyncratic
shocks (Carter and J. A. Maluccio 2003).

I The capability of communities to cope with economic
difficulties is remarkably affected by their social capital. But
social capital could be easily influenced by macroeconomic
negative changes (Moser 1996).

I Social capital of households relates positively to expenditure.
Moreover, households with higher level of social capital are
likely to have more savings, assets and improved access to
credit (Grootaert 1999).



Background of social capital in Vietnam

I Forms of social capital in Vietnam (Chien 2013):
I Relationship with family and relatives
I The social networks in communities and official social networks
I Other social networks

I As the economy in Vietnam is growing, society is also
changed and modernized considerably.
I Networks relating to work is becoming more important now to

a lot of people in Vietnam.
I Vietnamese are also paying more attention to institutionalized

social networks (R. J. Dalton and Ong 2004; R. Dalton et al.
2002).

I Some of the largest national organizations in Vietnam:
I Vietnamese Women’s Association
I Ho Chi Minh Youth Union
I Vietnam Farmers Association
I Vietnamese Confederation of Labor



Background of social capital in Vietnam

Studies for the case of Vietnam approve that social networks play a
positive role in improving the livelihoods of the population through
different channels (Shimane 2013).

I The relationships among family members, neighbors, friend
and colleagues connects people in the society .

I By socializing or participating in social organization, a person
can have advanced access to different sources of information.

I During illness and injury time, helping from close relationships
like family and relatives is very important to a typical
Vietnamese.



Data

I Data for this empirical analysis is extracted from five rounds
of Vietnam Access to Household Resources Survey (VARHS)
implemented biannually from 2008 to 2016.

I Final balanced dataset contains 1,838 households in 410
communes for each year from 2008 to 2016, which makes
9,100 observations in total. About 200 observations were
dropped due to mismatch of commune code between
household dataset and commune dataset.



Measuring social capital

We employ proportion of maximum scaling (POMS) rescaling
method suggested by Moeller (2015):

POMS =
Xi − Xminimum

Xmaximum − Xminimum
(1)

I Result is a new variable set with values rescaled down from 0
to 1 regardless of its original values, i.e. values changed from
1; 2; 3; 4 to 0; 0:3333; 0:6667; 1.

I Households characteristics are controlled by age, marital
status, highest education qualification of household head;
ratio of female, dependent, logarithm of household total
income, logarithm of household total saving.

I Commune poverty rate, infrastructure information is proxy for
commune characteristics.

I Various types of shock are used simultaneously.



Determinants of group participation

Multivariate probit model is utilized to investigate if household
characteristics and shocks influence the household’s participation
in local groups:

R∗
im = βmXim + εim (2)

I εim, m = 1,...,M are error terms distributed as multivariate
normal, each with a mean zero, and variance-covariance
matrix V , where V has values of 1 on the leading diagonal
and correlations ρjk = ρkj as off diagonal elements (Cappellari
and Jenkins 2003).

I Rim represents outcomes for M different choices of groups at
the same point in time. Thus, Rim = 1 if R∗

im > 0, and 0
otherwise. Xim represents a household’s characteristics.



Measuring vulnerability

Vulnerability as expected poverty (VEP)

I Defined as the likelihood that a household will fall into
poverty in the next period. VEP can be estimated through the
following procedures, beginning with the consumption
function (Chaudhuri 2003):

ln ci = α + βXi + ei (3)

I ci : per capita consumption expenditure for household i

I Xi : vector of observable household characteristics and
commune characteristics

I β: vector of parameters to be estimated

I ei : mean-zero disturbance term that captures idiosyncratic
shocks that lead to different levels of per capita consumption.



Measuring vulnerability

Fixed effect model is employed to estimate expected log
consumption, Ê [ln ci |Xi ], and the variance of log consumption,
V̂ [ln ci |Xi ]. Assuming that ln ci is normally distributed, then the
estimated probability that a household will be poor in the future
(for example, at time t + 1) is given by:

v̂i ,Chaudhuri = P̂r(ln ci < ln z |Xi ) = Φ

 ln z − Ê [ln ci |Xi ]√
V̂ [ln ci |Xi ]

 , (4)

where Φ(.) is the cumulative function of the standard normal and
z is the actual poverty line released by the General Statistic Office
and the World Bank.



Measuring vulnerability

Vulnerability as low expected utility (VEU)

I As consumption of household (ci ) has a distribution that
illustrates different states of the world, the form of
vulnerability measure is given below:

Vi = Ui (zce)− EUi (ci ) (5)

I Ui is a weakly concave, strictly increasing function. It can be
decomposed as shown below:

Vi =[Ui (zce)− Ui (Eci )] [Poverty or inequality]

+[Ui (Eci )− EUi (E(ci |xt))] [Covariate or aggregate risk]

+[EUi (E(ci |xt))− EUi (ci |xt , xit)] [Idiosyncratic risk]

+[EUi (ci |xt , xit)− EUi (ci )] [Unexplained risk and measurement error]

(6)



Components of Equation 6 can be estimated by applying restricted
least squares for expected consumption and then substituting each
of them into utility function.

Ecit =
1

T

T∑
t=1

cit (7)

E (cit |X̄t) = αi + ηt (8)

E (cit |X̄t ,Xit) = αi + ηt + βXit (9)

I αi : the effect of household fixed characteristics

I ηt : the impact of changes in covariates or aggregates which
are the same across households

I β: effects of household characteristics or other observable
factors on consumption.

We employ the instrumental variable (IV) estimation for Equation
9 in which income is perceived as an endogenous variable.



The standard fixed effect model is estimated as:

Vit = α + βSCit + γIHit + λCSit + µXit + Ct + εit (10)

I Vit : vulnerability level (estimated by VEP or VEU)

I SCit : household’s social capital

I β: the impact of social capital on vulnerability.

I ISit : control for impact of idiosyncratic shocks

I CSit : control for impact of covariate shocks

I Xit : the vector of baseline characteristics of households

I Ct : commune impacts



Fixed effect model with PSM

To correct for bias from household characteristics and pre-existing
social-economic attributes, we control for the initial conditions as
well as time-varying factors that might influence the group
membership.
⇒ Employ PSM approach to choose appropriate counterfactuals
from the sampled non-membership.



Descriptive statistics

Table: Number of households and communes in the balanced panel data,
2008-2016

Province No. of households % of sample No. of communes % of sample

Ha Tay (n=2,185) 437 0.2% 66 0.2%
Lao Cai (n=400) 80 0.0% 23 0.1%
Phu Tho (n=1,220) 244 0.1% 35 0.1%
Lai Chau (n=470) 94 0.1% 26 0.1%
Dien Bien (n=380) 76 0.0% 24 0.1%
Nghe An (n=820) 164 0.1% 62 0.2%
Quang Nam (n=1,190) 238 0.1% 39 0.1%
Khanh Hoa (n=150) 30 0.0% 14 0.0%
Dak Lak (n=580) 116 0.1% 37 0.1%
Dak Nong (n=390) 78 0.0% 26 0.1%
Lam Dong (n=245) 49 0.0% 19 0.0%
Long An (n=1,070) 214 0.1% 39 0.1%

Total (n=9,100) 233 0.1% 43 0.1%

Base location is 2008. Ha Tay is now a part of Ha Noi
Source: Author calculation from VARHS 2008-2016.



Table: Group membership by year

Year of VARHS

2008 2010 2012 2014 2016

No. % No. % No. % No. % No. %

Involve with the CPV
No 1,672 91.9% 1,652 90.8% 1,662 91.3% 1,617 88.8% 1,622 89.1%
Yes 148 8.1% 168 9.2% 158 8.7% 203 11.2% 198 10.9%

Involve with WU
No 800 44.0% 748 41.1% 729 40.1% 794 43.6% 884 48.6%
Yes 1,020 56.0% 1,072 58.9% 1,091 59.9% 1,026 56.4% 936 51.4%

Involve with FU
No 1,158 63.6% 1,075 59.1% 1,022 56.2% 1,081 59.4% 1,102 60.5%
Yes 662 36.4% 745 40.9% 798 43.8% 739 40.6% 718 39.5%

Involve with VU
No 1,585 87.1% 1,535 84.3% 1,538 84.5% 1,473 80.9% 1,501 82.5%
Yes 235 12.9% 285 15.7% 282 15.5% 347 19.1% 319 17.5%



Year of VARHS

2008 2010 2012 2014 2016

No. % No. % No. % No. % No. %

Any members in govt.
No 1,715 94.2% 1,712 94.1% 1,740 95.6% 1,715 94.2% 1,716 94.3%
Yes 105 5.8% 108 5.9% 80 4.4% 105 5.8% 104 5.7%

Any relative in govt.
No 1,427 78.4% 1,416 77.8% 1,551 85.2% 1,434 78.8% 1,541 84.7%
Yes 393 21.6% 404 22.2% 269 14.8% 386 21.2% 279 15.3%

Any friend in govt.
No 1,616 88.8% 1,492 82.0% 1,573 86.4% 1,255 69.0% 1,411 77.5%
Yes 204 11.2% 328 18.0% 247 13.6% 565 31.0% 409 22.5%

Total
(n=9,100)

1,820 100.0% 1,820 100.0% 1,820 100.0% 1,820 100.0% 1,820 100.0%

Source: Author’s calculation base on VARHS 2008-2016



Empirical results: Determinants of group participation

Table: Multivariate Regression

Inv. with CPV Inv. with WU Inv. with FU Inv. with VU

Age 0.0497∗∗∗ 0.0114 0.0318∗∗∗ 0.176∗∗∗

(0.013) (0.0085) (0.0089) (0.013)
Age squared -0.000221∗ -0.000233∗∗∗ -0.000315∗∗∗ -0.00122∗∗∗

(0.00012) (0.000076) (0.000079) (0.00011)
Marital status 0.310∗∗∗ 0.316∗∗∗ 0.569∗∗∗ 1.014∗∗∗

(0.065) (0.040) (0.042) (0.063)
Highest Qualification 0.319∗∗∗ -0.0395∗∗∗ -0.121∗∗∗ 0.0415∗∗

(0.016) (0.015) (0.015) (0.016)
Uneducated ratio -0.916∗∗∗ -0.740∗∗∗ -0.237∗∗∗ -1.368∗∗∗

(0.17) (0.077) (0.077) (0.15)
Female ratio -0.166 0.298∗∗∗ -0.168∗∗ -0.0970

(0.12) (0.078) (0.080) (0.11)
Dependent ratio -0.115 -0.543∗∗∗ -0.401∗∗∗ -0.157∗∗

(0.094) (0.064) (0.065) (0.080)
Log total income 0.306∗∗∗ 0.0633∗∗∗ 0.0186 0.0371∗

(0.025) (0.017) (0.017) (0.021)
Poverty rate 1.098∗∗∗ 0.0337 0.641∗∗∗ 0.569∗∗∗

(0.14) (0.10) (0.10) (0.13)
Shocks to comm. -0.0000192 0.0383∗∗∗ 0.0417∗∗∗ 0.00118

(0.0063) (0.0043) (0.0042) (0.0053)
Shocks to household -0.0306 0.0487∗∗∗ 0.0818∗∗∗ 0.0743∗∗∗

(0.025) (0.016) (0.016) (0.020)
Constant -7.490∗∗∗ -0.685∗∗ -1.548∗∗∗ -8.092∗∗∗

(0.49) (0.30) (0.31) (0.45)

N 9100

Standard errors in parentheses
∗ p < .1, ∗∗ p < .05, ∗∗∗ p < .01
Source: Author’s calculation base on VARHS 2008-2016



Empirical results: Measuring VEP and VEU I

Table: Regressions for VEP and VEU calculation

VEP Covariate Idiosyncratic Idiosyncratic

Ln Per Cap Income
Normalized Food

Expend.
Normalized Total

Income
Normalized Food

Expenditure
(FE) (RE) (RE - Stage I) RE - Stage II

Total area 0.219
(0.022)∗∗∗

Total prod. assets 0.135
(0.12)

Normalized total
inc.

0.314

(0.053)∗∗∗

Age 0.0788 0.0154 0.0156
(0.015)∗∗∗ (0.0076)∗∗ (0.0048)∗∗∗

Age squared -0.000438 -0.000119 -0.000129
(0.00012)∗∗∗ (0.000071)∗ (0.000043)∗∗∗

Marital status -0.191 0.191 0.0779
(0.053)∗∗∗ (0.032)∗∗∗ (0.028)∗∗∗

Highest Quali. 0.0986 0.128 0.0748
(0.015)∗∗∗ (0.016)∗∗∗ (0.014)∗∗∗

Uneducated ratio -0.155 -0.311 -0.312
(0.063)∗∗ (0.035)∗∗∗ (0.030)∗∗∗

Female ratio -0.0452 -0.257 -0.0514
(0.097) (0.058)∗∗∗ (0.048)

Dependent ratio -0.495 -0.375 -0.128
(0.060)∗∗∗ (0.058)∗∗∗ (0.043)∗∗∗

Is a agricultural hh. 0.0886 -0.00483 -0.0342
(0.018)∗∗∗ (0.036) (0.020)∗



Empirical results: Measuring VEP and VEU II

VEP Covariate Idiosyncratic Idiosyncratic

Ln Per Cap Income
Normalized Food

Expend.
Normalized Total

Income
Normalized Food

Expenditure
(FE) (RE) (RE - Stage I) RE - Stage II

No. households in
comm.

0.0000495 0.0000427 0.0000742 0.0000228

(0.000039) (0.000014)∗∗∗ (0.000018)∗∗∗ (0.000011)∗∗

Comm. has govt.
support

-0.0902 -0.0574 0.0491 -0.0671

(0.036)∗∗ (0.018)∗∗∗ (0.029)∗ (0.019)∗∗∗

Poverty rate -1.754 -1.035 -1.571 -0.409
(0.22)∗∗∗ (0.082)∗∗∗ (0.092)∗∗∗ (0.097)∗∗∗

Comm. has peri-
odic market

0.0828 0.0288 0.0792 -0.0203

(0.059) (0.023) (0.032)∗∗ (0.021)
Comm. has secon.
school

0.166 0.108 0.132 0.0226

(0.062)∗∗∗ (0.038)∗∗∗ (0.056)∗∗ (0.034)
Dist. to bus station -0.000711 0.000428 -0.00311 0.000723

(0.0017) (0.00076) (0.0013)∗∗ (0.00070)
Constant 6.868 0.984 0.237 0.197

(0.46)∗∗∗ (0.048)∗∗∗ (0.23) (0.15)

r2 0.163 0.102
N 9100 9100 9100 9100
F 46.16 63.76 94.10
p 6.98e-72 7.72e-62 9.54e-196 5.56e-214

Standard errors in parentheses.
∗ p < .1, ∗∗ p < .05, ∗∗∗ p < .01.
Source: Author’s calculation base on VARHS 2008-2016



Empirical results

Table: Summary statistics of VEP and VEU

2008 2010 2012 2014 2016

Mean Std Mean Std Mean Std Mean Std Mean Std

VEP 0.193 0.192 0.216 0.158 0.281 0.183 0.279 0.160 0.256 0.144
VEU 1.053 2.532 1.053 2.532 1.053 2.532 1.053 2.532 1.053 2.532
Poverty
risk

0.349 0.938 0.349 0.938 0.349 0.938 0.349 0.938 0.349 0.938

Covariate
risk

-0.198 0.978 -0.304 0.996 -0.170 1.883 -0.330 0.939 -0.391 0.920

Idiosyncratic
risk

0.299 0.697 0.126 0.539 0.006 1.652 0.087 0.630 0.062 0.455

Unexplained
risk

0.602 2.393 0.882 2.380 0.868 2.407 0.945 2.360 1.032 2.398

Observations 1,820 1,820 1,820 1,820 1,820



Empirical results I

Table: Regressions on social capital.

(1) (2) (3) (4) (5) (6)
VEP VEP Idiosyncratic Idiosyncratic Covariate Covariate
(FE) (RE) (FE) (RE) (FE) (RE)

Inv. with CPV -0.00753∗∗ -0.00736∗∗ 0.336∗∗∗ 0.298∗∗∗ -0.294∗∗∗ -0.214∗∗∗

(0.0034) (0.0029) (0.056) (0.039) (0.055) (0.051)
Inv. with CPV
× Poverty rate

-0.00403 -0.0359∗∗∗ -3.218∗∗∗ -2.593∗∗∗ 2.910∗∗∗ 3.087∗∗∗

(0.015) (0.013) (0.24) (0.18) (0.24) (0.23)

Inv. with WU -0.00292 -0.00344 0.0103 0.0461 0.0553 0.0219
(0.0026) (0.0023) (0.042) (0.032) (0.042) (0.040)

Inv. with WU
× Parti. in
WU

-0.00154 -0.00504 -0.0155 -0.0354 0.0425 0.0974∗

(0.0034) (0.0035) (0.055) (0.050) (0.055) (0.056)
Inv. with WU
× Poverty rate

0.000607 0.0106 -0.0906 -0.154 -0.399∗∗∗ -0.165

(0.0081) (0.0080) (0.13) (0.11) (0.13) (0.13)
Inv. with WU
× Total comm.
mem.

0.000196 -0.000158 0.000446 0.000612 -0.00104 0.00415

(0.00020) (0.00015) (0.0034) (0.0019) (0.0033) (0.0028)



Empirical results II

(1) (2) (3) (4) (5) (6)
VEP VEP Idiosyncratic Idiosyncratic Covariate Covariate
(FE) (RE) (FE) (RE) (FE) (RE)

Inv. with FU -0.00664∗∗ -0.00469∗ -0.0725∗ -0.0209 0.106∗∗ 0.0457
(0.0026) (0.0024) (0.043) (0.033) (0.043) (0.041)

Inv. with FU ×
Parti. in FU

0.000303 0.000442 -0.0823 -0.0751 0.0596 0.0693

(0.0038) (0.0039) (0.062) (0.056) (0.061) (0.063)
Inv. with FU ×
Poverty rate

0.0202∗∗ 0.0168∗∗ 1.058∗∗∗ 0.600∗∗∗ -1.097∗∗∗ -0.823∗∗∗

(0.0084) (0.0082) (0.14) (0.11) (0.14) (0.14)
Inv. with FU ×
Total mem. in
comm.

0.000126 -0.0000332 -0.000856 0.00154 -0.00109 0.00404

(0.00026) (0.00021) (0.0042) (0.0027) (0.0042) (0.0038)

Inv. with VU 0.00107 0.00356 -0.0505 -0.00206 0.0878 0.0983
(0.0045) (0.0040) (0.073) (0.055) (0.073) (0.069)

Inv. with VU
× Parti. in VU

-0.00405 -0.00140 -0.00296 0.00857 0.0208 0.0490

(0.0060) (0.0062) (0.099) (0.087) (0.098) (0.100)
Inv. with VU
× Poverty rate

-0.00228 -0.0268∗∗ 0.287 0.258 -0.694∗∗∗ -0.617∗∗∗

(0.013) (0.012) (0.22) (0.16) (0.22) (0.21)
Inv. with VU
× Total mem.
in comm.

0.00116 0.000196 0.00342 0.00486 0.00167 -0.00518

(0.00072) (0.00058) (0.012) (0.0076) (0.012) (0.011)



Empirical results III

(1) (2) (3) (4) (5) (6)
VEP VEP Idiosyncratic Idiosyncratic Covariate Covariate
(FE) (RE) (FE) (RE) (FE) (RE)

Any family
mem. in govt.

0.00369 0.00146 -0.0140 -0.00514 0.00435 0.0345

(0.0050) (0.0050) (0.083) (0.070) (0.082) (0.082)
Poli. con-
nection score
(Family)

-0.0288∗∗ -0.0314∗∗ 0.0892 0.0838 -0.0847 0.123

(0.014) (0.013) (0.23) (0.18) (0.23) (0.22)

Any relative in
govt.

-0.000187 -0.00000495 -0.0849∗ -0.0815∗∗ 0.112∗∗ 0.102∗∗

(0.0028) (0.0029) (0.046) (0.041) (0.045) (0.046)
Poli. connec-
tion score (Rel-
ative)

0.00686 0.00482 0.0797 0.0925 -0.107 -0.0625

(0.0063) (0.0066) (0.10) (0.095) (0.10) (0.11)

Any friend in
govt.

-0.00714∗∗∗ -0.00995∗∗∗ -0.0287 -0.0289 0.0201 0.0154

(0.0023) (0.0024) (0.038) (0.035) (0.038) (0.039)
Poli. con-
nection score
(Friend)

0.0100∗∗ 0.0109∗∗ 0.0454 0.0481 -0.00113 0.0662

(0.0049) (0.0051) (0.080) (0.073) (0.080) (0.082)



Empirical results IV

(1) (2) (3) (4) (5) (6)
VEP VEP Idiosyncratic Idiosyncratic Covariate Covariate
(FE) (RE) (FE) (RE) (FE) (RE)

Total helpers 0.0000159 -0.0000784 0.000471 0.000932 -0.000292 0.000364
(0.000076) (0.000080) (0.0012) (0.0011) (0.0012) (0.0013)

(0.020) (0.015) (0.32) (0.19) (0.32) (0.27)

Number of observation is 9,100
Standard errors in parentheses.
∗ p < .1, ∗∗ p < .05, ∗∗∗ p < .01.
Source: Author’s calculation base on VARHS 2008-2016



Conclusion and policy implications

I The empirical results indicate that both commune shocks and
household shocks associate with the higher likelihood of
having group memberships.

I However, this is not the case of the political party since it is
the unique party in Vietnam and the party establishes strict
criteria for its membership.

I The group membership has also been strongly influenced by a
number of household characteristics.

I Participation in local groups explains partly variations in
households’ vulnerability although the actual effect varies
across groups.

I Social capital shows its effect on intermediate factors such as
saving, coping ability, and assistance from relatives or friends,
which in turn contribute to the lower vulnerability at the
household level.



Conclusion and policy implications

The findings imply that poverty reduction policies in rural Vietnam
should consider the role of social capital, especially in the forms of
group participation as an effective informal coping strategy. When
formal supports are far from sufficient, the activity and quality of
local organizations such as Women Union, Farmer Union, and
Veteran Union should be maintained and encouraged for the
economic welfare of rural households.
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