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Introduction to understanding agricultural development and change:
Learning from Vietnam

A B S T R A C T

Agriculture is the backbone of most developing economies and structural transformation an important vehicle for economic development in low-income agrarian
contexts. This special issue brings together a set of high quality academic studies to answer key research questions of importance to understanding agricultural
development and change in developing country settings. Using the case of Vietnam, this collection provides comprehensive analytical contributions, that rely on
detailed microdata, to understand crucial topics within the fields of agricultural and development economics. Together, these studies provide important insights into
the mechanisms underlying structural transformation and its consequences that can contribute to the design of policies to manage the structural transformation
process effectively, particularly for the most vulnerable groups in society.

1. Motivation

Structural transformation is a key component of the development
process. For low-income agrarian societies, managing the transition out
of agriculture is a significant policy challenge. Understanding the me-
chanisms underlying the structural transformation process can con-
tribute to the design of policies to manage this transition effectively.

This special issue brings together a collection of studies that shed
light on the processes and constraints of rapid structural transformation
in an agrarian society. The setting for these studies is Vietnam, which
provides an informative environment in which to observe and consider
economic and social mechanisms underlying a rural economy in
transformation, the critical importance of key production factors and
institutions, and the complex set of welfare outcomes and distributional
issues. Vietnam’s similarities with many developing economies make its
experience highly relevant for regional and extra-regional stakeholders.

Vietnam has experienced remarkable economic progress over recent
decades. Incomes and living standards have grown to the extent that
Vietnam achieved lower-middle-income status in 2010. An important
outcome of this success is that poverty has fallen dramatically from
57%, in terms of the poverty headcount ratio in the 1990s, to just 3% by
2010–12 (Tarp, 2017). This period saw a major structural transforma-
tion, with the share of agriculture in GDP falling from 38.7% in 1990 to
16.3% in 2016. Simultaneously, agricultural productivity has increased
substantially, and Vietnam is now a major exporter of rice and coffee
worldwide. Recent research, however, shows that the fruits of this
growth were not evenly distributed and that many households have in
fact seen their welfare decline over the last decade (McKay et al., 2018;
Singhal and Beck, 2017; World Bank, 2012). Since the majority of the
poor continue to reside in rural areas, analysing these changes is critical
to formulating policies that ensure long-run inclusive growth.

A key resource in this context is the Vietnam Access to Resources
Household Survey (VARHS) — a detailed panel dataset of over 2,500
households — which researchers at UNU-WIDER, University of
Copenhagen, Trinity College Dublin, Lancaster University, and partner

institutions in Vietnam (Institute of Labour Science and Social Affairs
and Central Institute for Economic Management) have assembled every
two years since 2006. The overall purpose of VARHS is to provide de-
tailed microdata that can help produce high-quality, systematic and
rigorous evidence to help inform the development process. The survey
collects information about economic and social aspects of the lives of
households in rural areas of twelve provinces in Vietnam. See Ayala-
Cantu et al. (2017) for details.

In comparison with other household surveys, VARHS follows the
same panel over the entire time-period (Brandt and Tarp, 2017).
VARHS gathers detailed and consistent data on household resources
and livelihoods allowing for rich in-depth analyses of key issues of
importance for rural development and household welfare, particularly
through the lens of the most vulnerable.

The studies included in this special issue primarily use the VARHS
2008–16 dataset to answer key research questions of importance to the
development process. In so doing, this special issue provides compre-
hensive analytical contributions to understanding agricultural devel-
opment and change. The richness of the data used allows for in-depth
investigation into the mechanisms underlying structural transformation
and the consequences for different groups in society.

This body of work speaks to two main global challenges. First, un-
derpinning the UN Sustainable Development Goals is the principle of
leaving no one behind. The VARHS households include the rural poor of
Vietnam; VARHS allows us to track their lived experience through a
period of rapid economic development in the wider economy. There are
many lessons from this that will allow for a broader understanding of
the development process and how it affects the most marginalized.

Second, to support the 2030 Sustainable Development Agenda the
UN has called for a data revolution. Reaching those that are furthest
behind and understanding how economic development impacts on their
lives requires detailed microdata. VARHS provides precisely this and
allows for rich and deep academic analysis.
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2. Structure of the special issue

The set of studies included here address issues that are of both vital
importance to the Vietnamese economy and of general relevance to
developing country contexts. We summarize the topics covered in what
follows. Except for the first study by Liu and co-authors, all these stu-
dies emanate from the UNU‐WIDER project Structural Transformation
and Inclusive Growth in Vietnam.1

2.1. The allocation of resources and welfare

The first three studies address important issues around structural
transformation of the rural economy in Vietnam, the resulting effects on
household welfare and the allocation of resources, especially labour.

As discussed above, Vietnam has undergone rapid structural trans-
formation since the 1990s. The first study, by Liu, Barrett, Pham, and
Violette, provides a detailed description of changes in the agricultural
sector and rural labour markets in Vietnam over the period 1992–2016.
Using various household and labour force surveys, the authors find
limited employment creation potential of agriculture, especially for
youth. Rural–urban real wage convergence has gone hand-in-hand with
increased diversification of the rural economy into the non-farm sector
nationwide and rapid advances in educational attainment in the
workforce of all sectors and regions. Importantly, human capital ac-
cumulation (rather than land endowments) have become the key cor-
relate of improvements in rural household wellbeing.

Ayerst, Brandt and Restuccia examine the productivity of the agri-
cultural sector in Vietnam and present new facts about the allocation of
resources across farmers. They document large productivity gains in the
agricultural sector over the last 10 years, which are associated with
higher-valued crops, the reallocation of resources to better farmers and
expanded substitution possibilities between inputs. They also highlight
the fact that despite these improvements, misallocation and inefficiency
persist and they identify some of the distortions contributing to this
misallocation.

Vietnam has gone from being a net importer to a major exporter of
rice globally. Cazzuffi, McKay and Perge examine the effects of the
commercialization of rice production on small farm households using
measures of short-term (food consumption, income) and long-term
(asset holdings) welfare. While they find significant positive effects of
commercialization on assets, they find no effect on household income
and some negative effects on food expenditure. They highlight im-
portant heterogeneity, with effects being particularly strong for
households that are frequent net sellers of rice. Overall, this suggests
that agricultural commercialization may lead to welfare improvements
in the long term.

2.2. Role of property rights

The next four studies explore the role of property rights in the de-
cisions of households. Vietnam is an interesting case for analysing this
topic given the changes to land laws that have occurred since 1993 and
over the period covered by VARHS.

Bellemare, Chua, Santamaria and Vu explore the link between te-
nure insecurity and agricultural investments by exploiting the changes
in the land law in 2013, which extended the time horizon from 20 to
50 years for land planted with annual crops. Using a difference-in-dif-
ferences analysis they find that households with annual crops are more
likely to invest in land after the 2013 land reform, providing convincing
evidence that tenure security is indeed important for land investments.

Abman and Carney explore the relationship between land rights and
households’ decisions in relation to the use of land with a focus on

deforestation. They match high-resolution satellite data on deforesta-
tion with data from VARHS. They find that land titles are associated
with increased crop production and land investment, and a lower share
of land under forestry. They also find evidence suggesting that the re-
lationship between the share of land for which a household has land
title and deforestation is non-linear. Their results suggest a more
nuanced view of the tenure–deforestation relationship than previously
evident in the literature.

Ayala-Cantu and Morondo examine the interaction between land
titling and rental markets. A puzzling feature of land rental markets in
Vietnam is that while there has been an increase in the number of plots
rented out, a significant share of land transactions occurs among closely
related parties and often does not entail any specific compensation for
landowners. The authors find that land titling is a pre-condition for
receiving compensation, and this is particularly the case for female-
headed households. This suggests that female-headed households might
have weaker de facto rights on land, and that formal land titling is
potentially a useful tool to improve their bargaining power.

Finally, Dang, Dang, Dang and Vu explore the interactive effects of
land administration (proxy for the quality of formal institutions) and
social capital, and how these two features of rural society in Vietnam,
impact welfare. They find that investment in land and access to credit
are lower in communes with poorer quality of land administration.
However, high social trust mitigate the negative effects of poor in-
stitutional quality, highlighting the economic importance of substitu-
tion between trust and institutions.

2.3. Risk and decision-making

Finally, this special issue also includes three studies on risk and
farmer decision-making. Newman and Tarp examine the interaction
between weather shocks and the investment decisions of farmers. They
match rainfall data to VARHS communes to measure long-term ex-
posure to weather shocks. The authors find that households exposed to
long-term shocks invest less in the form of productive assets and have
lower levels of consumption. They find no evidence that this investment
strategy has an impact on shock-coping ability ex-post.

Volatility in commodity markets poses an inherent risk to small
farmers and understanding household coping strategies is essential to
formulate appropriate policies; e.g. see Beck et al. (2019). Narciso ex-
plores the relationship between fluctuations in the price of commodities
(coffee and rice) and individual decisions to migrate. Narciso finds that
a drop in the price of coffee increases the likelihood of migrating,
suggesting that migration acts as a shock-coping strategy. The study
also finds evidence for a selection effect with less-educated individuals
more likely to migrate during periods of low coffee prices.

In the last study, King and Singh explore the willingness of
Vietnamese households to pay for agricultural insurance. The authors
find that willingness to pay is systematically lower than the derived
economic value of agricultural insurance. They relate this to various
household characteristics and find that private transfers from family
members reduce the demand for insurance by insulating farmers from
shocks, while membership of a farmers’ union increases demand, which
they attribute to more proactive behaviour of the farmers involved.
Their study offers insights into potential ways of overcoming the im-
plementation challenges in the roll out of new agricultural insurance
products.

3. Concluding remarks

The studies brought together in this special issue provide a micro-
level analysis of structural transformation in the context of Vietnam.
The use of micro-data allows the authors not only to examine the im-
pact of agricultural development and change on welfare but also to
explore the underlying mechanisms providing important policy in-
sights. As highlighted by Liu and co-authors in the opening study, other

1 Details of the project are available from UNU-WIDER’s website: www.wi-
der.unu.edu/project/structural-transformation-and-inclusive-growth-viet-nam.
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low-income agrarian economies might not follow the same growth path
as Vietnam, for various reasons. Yet, there are important lessons from
the experience of Vietnam’s rapid rural transformation.

The first key policy takeaway relates to the institutional environ-
ment. Many of the studies in this special issue point to the need to
address institutional constraints that may hamper the structural trans-
formation process. For example, Ayerst and co-authors highlight sig-
nificant differences in the degree of misallocation across regions in
Vietnam that potentially relate to the institutional environment.
Bellemare and co-authors highlight the importance of land tenure se-
curity for land investment and agricultural productivity. Similarly,
Dang and co-authors suggest that increased investment would result
from a simplification of land administration procedures. Morando and
Ayalu-Cantu link tenure security to land markets and find evidence that
land certification could facilitate the more efficient functioning of land
rental markets leading to higher productivity and higher levels of rental
income. This also has potential distributional consequences given that it
is often the most marginalised and vulnerable groups whose land is
untenured.

The diversification out of agriculture is also a feature of many of the
studies in this collection and the second key policy takeaway concerns
the need to focus on policies to facilitate this process while continuing
to support the agricultural sector. Cazzuffi and co-authors highlight the
need to support the development of non-farm employment opportu-
nities for rural households while at the same time introducing measures
to increase agricultural productivity and access to agricultural markets.
Liu and co-authors document the decline in agricultural employment
due to, among other factors, mechanization in agriculture and the
concurrent growth in the nonfarm sector providing high-productivity
employment opportunities. As a result, household welfare increasingly
depends on labour markets and so human capital accumulation rather
than land endowments are crucial for reaping the rewards of the
structural transformation process. Narciso also highlights the im-
portance of education, particularly for vulnerable groups. She finds that
education is an important buffer against economic shocks, and in par-
ticular, may shield households against forced migration in the face of
crop price shocks.

The third key policy takeaway relates to financial markets. Newman
and Tarp find evidence that well-functioning financial markets have
been critically important in helping households cope with weather-re-
lated shocks, and financial markets in Vietnam appear to have been
particularly effective in this regard. However, shock exposure leading
to less productive outcomes and lower levels of welfare affect the long-

term investment strategies of households. This suggests that there may
be a role for other financial instruments in covering the downside risk
associated with agricultural investments in the face of weather-related
shocks. Agricultural insurance is one such instrument. King and Singh
find that an improved understanding of informal substitutes such as
private transfers from households is required to promote such formal
insurance products.

Taken together, the studies in this special issue shed light on the
processes and constraints underlying rapid structural transformation of
an agrarian society. However, this is far from a comprehensive picture
of all the relevant issues in this dynamic environment. For example, the
linkages between agriculture and health and nutrition, education and
the development of the rural non-farm sector, and the effects of in-
equality and continued ethic minority disadvantage are just some of the
areas that need further scholarly attention. To that end, we recommend
continued efforts in careful data collection and communication of evi-
dence to policy makers and the broader public.
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