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Introduction

1 Introduction

No society can surely be flourishing and happy, of which the far greater part of the members
are poor and miserable.
- Adam Smith

Within the scope of globalizatiothe last decadebave beertharacterized ypa catching up
process of the GlobaloBtht, driven by high economic growtiThough global inequalitiias
decreasedluring this process, the cately up has beemnequally distributed, resulting in an
increasing divergence within the Globalush (NAYYAR 2013).

Southeast Asia iene of the fastesirowing regiors in the Global Soutlin economic
terms(MCcGREGOR 2008. The high economic growtts the result of a process of structural
change, leading to a decline in the relative impaeast agriculture ando a reduction of
poverty BALISACAN et al. 2005). In the former centrfl plamed economie®f Cambodia,
Laos, Myanmar and Vietnarnthe process of structural change was initiated and accompanied
by gradual processesof political transition toward constrained capitalisfSCHULTZ &
PecoTICH 1997). The idea behind choosing such a gradual transformation process was to
convertthe economy slowly and with political stability to avoid loss of control and allow for
pro-poor growth ScHuLTz & PecoTicH 1997). Neverthelessregional economic disparities
have increasedn Southeast Asiarransition economiesluring the lastfew decadesas
economic prosperity, mainly drivday foreign direct investments)dustrial productiorand the
service sectgrhas been concentrat@drticularlyin the urbancenters leaving rural ared&s

behind(ReviLLA DIz 2016. Consegently, poverty persistin rural areas and outigration

1 The term Global South is used to describe global differences amthttempt to replace the terd@eveloping
world6(DeL CAsINO JR 2009). In this dissertation, the term Global South is used synonymaitisthe economic
term developing and emerging m&th In contrast, the term Global North is used synonymously with the
economic term 6developed countrieso.
2 In this dissertation@rural aread are defined as areas that are agricalhased and neorban ASSCHE &
HORNIDGE 2015), being locatesomedistance fronthe core economic areabqRRE& GILLY 2000).

1



Introduction

to the urbarcentersas a common respsa further increasesegional inequality{BALISACAN
et al.20095.

To counteracthe process ofrowingregional inequalitypolicy makers are interested
in drawing upeconomicdevelopmernt strategiesfor peripheralareasthat enable the rural
populationto benefit from the prospering domestic mark&sL(SACAN et al.2005) While
one possibility is to attracexogenous economic act@sd investmentrom outside the rural
area (SLEE 1994) another possibility is t@xploitthe endogemuspotentialities of a region to
foster regional development from withilqwe et al. 199%. In this respect,attracting
exogenous actors and investmenight not be the most sustainable solution creating
economic development in rural arg@8AzQUEZ-BARQUERO 2003) asexogenous actorare
often notadaptedo the regional circumstances, not integrated theolocal communityand
sometimesnot eveninterested in contributing td. Rather,it is possible thatonflicts of
interestamayevolve between local arekogenous actors, especiaiith respect to the use of
land and resourceCUFFARO & HALLAM 2011). In addition, beingdependenbn asmall
number ofexogenous @ors bears the risk of aconomic downtrn in the case obusiness
relocation LowE et al. 199%. Theseproblemshave ledbolicy makerdo shift thar focusfrom
exogenous developmestategiesto endogenousnesin order to foster a sustainaldecioc
economic developmeir rural areagLowE et al 1995,RAY 1999)

In the last decade, endogenous development effokts s$tafted from focusing on
agriculture toconcentrating orthe rural norfarm sector BALISACAN et al. 2005) In this
respect, one possibigay to activae the endogenous development potentialitighin rural
areasis to enable local actors identify, assess andxploit local economic opportunities
(SHANE 2003) by startinga micro enterpriseoutside of agricultureAs empirical work has
shown that micro entrepreneurship is ableeduce povertyas well ago increasencome and
consumptionl{ANJOUW & LANJOUW 2001, VAN DE WALLE & CRATTY 2004 GRIES & NAUDE
2010), policy makes hold high hopes thanicro entrepreneurshimay havethe potential to
trigger a cumulative economic development procesthin rural areagHAGGBLADE et al.
2010).

3 In this dissertationt h e  ecenomic dévelopmedis defined in line with the definition in the Cambridge

Business English Dictionary (2017) asesdntleeomgsmore ess i |
advanced, especially when both economic and soci al co
“l'n this dissertation, the term O6micro enterprisebd s

(MEAD & LIEDHOLM 1998).
2



Introduction

Though micro entrepreneurship is often seesy@ace#o reduce poverty and foster
regional development in rural areas tbe Global Southit is questionable whethehis
development strategy is adequataliregional setting$HAGGBLADE et al. 2010)Rural areas
in the Global Southvary in terms ofacess to resourceshe quality of infrastructure and
institutions, the degree of competition, the degree of industrialization and the market potential,
as well asthe distances to urbaoenters all of which influenceboth entrepreneurial
opportunitiesandthe outcome oftnu s eh ol ds 6 b uSHANRZ2OR3SHA®R BOD4 vi t i e
KiIRu 2007, AUDRETSCH et al. 2012 Hence it can be assumed thtie ability of micro
entrepreneurship t@educe povertydependsstrongly on the local economic and social
conditions in whichthe micro entrepreneurial activities are embedd@&HANE 2003
HAGGBLADE et al. 201). Moreover, the term mro entrepreneurship covers laghly
heterogeneougroupof different entrepreneurial activitieBlAGGBLADE et al. 2010BRUNJES
2012 thatexhibit considerablaifferencesm theirinternalcharacteristics, such #snumber
of employeesthe initial investment, andn the initial motivation behind the entrepreneurial
activity (GOTTSCHALK et al. 2010BRUNJES& REVILLA Diez 2012. It is thereforedebatable
whether alltypesof micro enterprisebave the same potential teduce poverty antbster
regional development in rural areastbé Global SouthRather, it can be assumed that the
ability of micro entrepreneurship teduce povertplsodepends on the specific characteristics
of the micro etrepreneurial activity

To date, most of the empirical wocknductedn spatial variation in entrepreneurship
has focused on the stanp of technologically dynamienterprisesith high valueaddedin
core regions of developed countri€34ANE 2003, FRITSCH & FALCK 2007, HINDLE 2010,
BOSMA & SCHLUTJES2011,STAM 2011,AUDRETSCHet al. 2012HUNDT & STERNBERG2016.

In contrast, empirical work on the staih of micro enterprises in rural areas of@&iebal South
remains scae and is mainly discussed within the literature on development econdmics.
addition,there are fevstudies thaanalye micro entrepreneurship in the context of transition
economies (for an exception §deMILLAN & WOODRUFF2002).To date most of the previous
empirical work adopts static viewby focusing orbeingselfemployed rather thanecoming
selfemployed Fox 2008, HAGGBLADE et al. 2010,FELKNER & TOWNSEND 2011, FOx &
SOHNESEN 2012, BRUNJES & REVILLA DIEz 2013, TAMVADA 2015). Henceso farlittle is
known about whether entrepreneurial activities in rural aseee Global South are influenced

by similar explanatory factots those generally used to explain entrepreneurship in the Global
North.In particular, thee is a lack of empirical work focusing on factors that explain the spatial

variation of entrepreneurial activities between peripheral areas of the Global BORUHER

3



Introduction

et al. 2015)Especiallystudies thaanalyzethe survival probability of micro entelipesare still
rare (for an exception se¥IJVERBERG & HAUGHTON 2002), as reliable information about
business closuris limited, particularly in the context of rural areas within the Global South
(MEAD & LIEDHOLM 1998).

The aim of this dissertation is wontributeto the broader discussisurroundingthe
potentialof micro entrepreneurial activitiet® reduce poverty in rural areas@dutheast Asian
transition economieas well as to add furthamsights into the potentidhatrural areas within
Southeast Asian transition econompessess$or micro entrepreneurial activitie$o achieve

this aim theresearch questiord this dissertation wergpecifiedas follows:

1. Canmicro entrepreneurshipelp toreducethe vulnerability to povertyof rural
householdsvithin Southeast Asian transition econonfi@oes this effect apply to
all types of micro entrepreneurship andlifierentregionaleconomic settings

2. Whatindividual and spatial factors detemsithe startup and closuref different

types ofmicro enterprisesn rural areas oSoutheast Asian transition econonties

The fPllowing Chapter 2 describes the theoretical and conceptual background of this
dissertation, while ChaptemBesentshe selected case study regions, the surveymeasdthe
methodological approaciThe research questiorefined above provide the basis for the
scientific papers presented@mapters 4 to 6. Chaptedéscusses the effect of starting different
types ofmicro enterpriseon the vulneability to poverty of households located in different
regional settings, whil€haptes 5 and 6 discuss the individual and regional determinants that
explain the startip (Chapter 5) and the closur€hlapter 6) ofdifferent types ofmicro
enterprisesFindly, Chapter 7 concludes this dissertation by providing a cohesive discussion
of the empirical results.

5'n this dissertation, the term édvulnerability to
poverty as well as the probability of npoor household falling into povertyai-Poi 2013.
4
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Conceptuaframework

2 Conceptualframework

Experience without theory is blind, but theory without experience is mere intellectual play.

-Immanuel Kant

Seltemployment besidesoff-farm wageemployment is one ofthe pillars of the rural non
farm economyin the Global SoutfHAGGBLADE et al. 2002. In the past the rural norfarm
economyhasprovided themotivaion for several studieanalying the relationship between
participation in nonfarm activities and economic wellbeing, showing that Hanm
participation significantly ncreaseghe wellbeing of rurahousehold (VAN DE WALLE &
CRATTY 2004,McNAMARA & WEISS2005,FOox & SOHNESEN2012).However,most empirical
studies on noffiarm participatiorsimply define norfarm participation agconomic activities
thatarenon-agricultural LANJOUw 2007), while neglectings heterogeneity (for an exception
seeBRUNJES2012).

A first step tavards capturing the heterogeneity of nefiarm participation is to
distinguish between wagemployment and seémployment BRUNJES2012).The concept of
selfemployment isquite vast and there is no unique definition of. According toFIELDS
(2014),sel-employment can be definedgbeing an owraccount worker or operating a formal
or informalenterpris€FIELDS 2014) In fact,the majority of seHemployment activities in rural
areaof the Gobal Southconcernown-account workes andmicro enterprisegDeE MEL et al.
2008. However, his definition carcovera heterogeneougroup of agents and activiti¢isat
differ stronglyas regardsheir internal characteristics, such as the initial investment, the
numbers of employees, annual saladthe inputoutput relationsandin their needs regarding
their business environmenfSOTTSCHALK et al. 2010 HAGGBLADE et al. 2010 BRUNJES&
REVILLA DIEz 2012,CALDERON et al. 2018.

One possibility tocapturethe heterogeneity of seimployment is to discuss self
employment in relation to different definitions used within the entrepreneurship literature. Here,
5



Conceptuaframework

the simplest definition equaentrepreneurship with seimployment DALE 2015). Aside
from this gatic definition, entrepreneurship cée defined inmore dynamic wag. In this
respect the creatiorbased approach defines entrepreneprsts theformation of a new
enterprise, and an entrepreneur as the founder of this ente€nisER et al. 1996(GARTNER

& CARTER 2003).Consequentlythe focusis on becomingselfemployedas opposed tbeing
selfemployed.The innovatiorbased approacion the other handefines entrepreneurship as
the dynamic innovative creation of new products or new ways of doing busBoessMPETER
1934).Here, the focus is on the innovativenesghefself-employment activityln addition in

the opportunitybased approach entrepeemship is defined as a dynamic process of
opportunity discovery, evaluation and realization performed by indi\sd(@HANE &
VENKATARAMAN 2000) In this respect, entrepreneurial activities can be sphttwno different
types, namely opportunitgriven and necessitdriven entrepreneurshigpy examiningthe
motivation behind becoming and being saifiployed. While opporturity-driven
entrepreneurships based on the perception that an underexploited business opportunity with
growth potential existsecesity-driven entrepreneurship is chosen dua lack of adequate

alternatives to earn a living\cs 2006)

Transition economiesithin the Global Southrecharactered byvery dynamic market
mechanisra leadingnot onlyto high startup but alsoto high failure rates GORESKI 1995.
However innovatiortbased entrepreneurship is uncommon particularlgural areas of the
Global South, as these areas still characterized by a low level of technold@NDLING &
NEWHOUSE 2012. In contrast entrepreneurshiphat corresporglto the definition in the
opportunitybased approacbanindeedbe found in rural areas ahe Global SouthHere,
technological innovatioheads to amodernization of agricultural productiprequiring input
und serviceof higher quality, such as seeds, fertilzand machineryHAGGBLADE et al.
2010. Moreover, the technological innovat®mn the agricultural sector leatb higher
productivity of agricultural labgrand consequently to highagricultural incomeKox 2008.
Within the secalledpull scenarig both aspects stimulate thlemand for goods and services
outside the agricultural sect@HAGGBLADE et al. 2010) To satisfy the increasing demand
someindividuals respond bgtartingmicro enterprisegFox 2008, with the aim of exploiting
the developing economigpportunities anticipatorilyGINDLING & NEWHOUSE 2012). Such
individuals are known asppottunity-driven entrepreneursind can be identified from the
motivations behind starting their micro enterpyisech agecognizing the potential success of
that type of busineshtavingprevious experience of the particular type of businesseeng
other successful busesses of that tyg@RUNJES& REVILLA Diez 2012).In contrastwithin

6



Conceptuaframework

the sacalled push scenariohigher productivity of agricultural labor leads to a surplus of
agricultural labor bearing the riskhat agricultural workerswill be pushed into loweturn
micro enterprise activitieHAGGBLADE et al. 2010) Suchindividualsstart amicro enterprise
in order to survive andre known asiecessitydriven entrepreneursEntrepreneurs can be
regarded aseatessitydriven if they start their micro enterpriseovercome unemployment or
because they earn insufficient income from other ssu@RUNJES& REVILLA DIEZ 2012).
Distinguishing between opportunitiriven and necessHgriven micro entrepreneurship can be
seen as an expedient approach, as thigr in several aspectdVhile opportunitydriven
entrepreneurachievehigher profits, are more willing to hire nefamily employees, dare to
take greaterrisks, and show a larger initial investmethtan necessitdriven entrepreneurs
(GoTTscHALK et al. 2010BRUNJES& REVILLA DIEz 2012) necessitydrivenentrepreneurare
morelikely to work in the informal sectotp hawe lower skills andsmalkr-scale businesses,
andto use lesgapitalthantheir opportunitydriven counterpart§DEsAI 2011, GRIMM et al.
2012,BRUNJES& REVILLS DIEZ 2012).

Based on the discussion abowethis dissertatiomicroentrepreneurship represented
by the startup ofa micro enterprise outside of agrituke (CARTER et al. 1996 FIELDS 2014).
In addition, the dissertation considers the performance of existing micro enterprises by
investigating their survival respectively closurd.o capturethe heterogeneity of micro
entrepreneurial activitieand to integrate theopportunitybased approachhe dissertation
differentiates between opportunitdriven and necessiyriven micro entrepreneurshigy

using the motivation behind starting a micro entergiBs@INJES& REVILLA DIz 2012).

2.1 Micro entrepreneurship as a livelihood strategy

In the entrepreneurship literatystarting an enterprise mainly seen from a micrk@conomic
perspective as @ecision made by an individupérson(SCHADE & BURMEISTERLAMP 2009.
Although this decision is assumed to be influenced by the social enviromm&hich an
individual is embedded, for instance by having family role modets@sTA et al. 2012, the

focus is mainly on the individual entreprendum- or heself. Ina Global South contexthe
decisionto start an enterprise has to be seen more strongly from a household perspective, as
therethe household isegardedas a collective unitbased on pooled consumptjcand is
consequently ammportant unit for collective decision makingyRNE 2001,NAUDE et al. 2009,

DeHaAAs 2010, especially regardindecisions related tieir livelihood strategyHLLIS 2000.
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In the Sustainable Livelihoodr&mework (DFID 1999) dl actionsundertaken by
houselbld to increase itstandard of livingareseen apart of itslivelihood strategyFox &
SOHNESEN2013. According toFox (2008, the economic livelihood of a household can be
specified by the structure @ income sourcedn this regard, ncro entrepreneurship can be
seen asne possibleconomicivelihood strategwvailable tchouseholdshathasthe potential
to influencethe livelihood outcomgFox & SOHNESEN2012) Theterm livelihood outcome
referstoahousehol ddos well being anhéhowss elanmbdhd yi m
consumption or vulnerability to povertRAVALLION 1992,SCOONES1998. Several empirical
studieshaveshown the positive effect of participating in micro entrepreneurial activities on the
h o us e hwellbah@. For instanceVAN DE WALLE & CRATTY (2004 show that the
probability of being poor is lower among Vietnamese housishelho undertakemicro
entrepreneurial activities Moreover, MCNAMARA & WEISS (2005) find that micro
entrepreneurship leado a more stable household inconaed FOx & SOHNESEN (2012)
demonstrate that micro entrepreneurship is positively related to increasing household income.
Thesepositive effecs can betracedback to threemain advantagethat participation in micro
entrepreneurial activities entailBirst, micro entrepreng&rship is used as a diversification
strategy byrisk-aversefarm households in order to deal with uncertainties linked to price
fluctuations in input and output markets, as well as uncertain weather conditionsf, Wwhtbh
affect agricultural productiomiversification into norfarm activitiescan enable households to
generate a more stable income towkduce income riskdcCNAMARA & WEISS2005 GRIMM
et al. 2012 Secondrunning a micro enterprise has the advantddiexible decisioamaking
and adaption of the business activities in times of uncertdfeyg & LIEDHOLM 1998. Third,
the averageevenuethat can be generated by selling fiarm products and services higher
thanthatgenerated bgelling primary agricultural commoditi€¢SoNG 2012. Hence, it can be
assumed that households thatasemicro entrepreneurship as a livelihood strategy are able
to increase their wellbeing, reduce their vulnerability to poverty and perform betiteesof

crises.

Against this background, micro entreprersfup doesindeed appear to be a panatea
reduce poverty and to increase the g of households in rural areasthe Global South
However, n realitythe causal relations afa morecomplex.To begin with all types of micro
entrepreneurial activitiesannot be assumedhiavethe same effect on the livelihood outcome.

This assumption is backed by the empirical worlEok (2008),who shows that households

5 The Sustainable Livelihoods Framework wasettsped by the Department for International Development (DFID) and seeks
to conceptualize livelihoods in a holistic way to capture their complexities.
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that run micro enterprises in verpw-skilled sectors in order to survivdemonstratex high
likelihood of remaining poor. MoreoveFox & SOHNESEN(2012) highlight the importance of
hiring workers from outside the householdfi@nning a micro enterprisiccessfullyAgainst
this background andith referenceo the discussion aboveciin be assumebtatopportunity
driven and necessHyriven micro entrepreneurshipave differenteffects on the livelihood
outcomeand that participation in opportunitriven entrepreneurship hgseaterpotential to
increasea  h o u s levdlilmbdddtcomeEven though pportunitydriven entrepreneurship
canbe assumd to have aradvantageeompared to necessitiriven entrepreneurship, as the
decisionto starthe micro enterprisis oftenmorefar-sightedand donevith careful deliberation
afterweighing upthe potential riskand benefitsGoMPANYS & MCMULLEN 2007), the higher
initial investmenthatis associatewith opportunitydriven entrepreneurship migigducethe
ability to respondlexibly to changing circumstance€onsequently, even opportunityiven

entrepreneurship might not guarantee an improvement of the livelihood outcatheases

In addition the heterogeneity of individual ahduseholerelated characteristics has to
be taken into account, ast all types of householadindividuals havethe same abilityto
participae in micro entrepreneurshig/AN DE WALLE & CRATTY 2004). Referring to the
Sustainability Livelihood Framework(DFID 1999, it can be assumeithat starting a micro
enterprise, especially out of opportunity, as well as running a micro enterprise successfully is
limited by the livelihood assetsvailable toan individualor a householdFox 2008) such as
human capal, natural capital, financial capital, social capital and ayscapital BOHLE
2008).In light of this aweakness ithese assetsuch as having a low educatiotelel, being
landless, having no saviegr a low income, not being integrated into social networks or even
being discriminated by society, and being poorly equipped with tools and technadlogery,
likely to lower the probability obeing abletad i ver si fy oneds | ir@el i hoct

enterpriseoutside of agriculturer of runningsuch a micro enterprise successfully.

2.2 Micro entrepreneurship in a regional context

Although woral areasin the Global Southare often simplified as relativeljhomogeneous
agricultue-based and noeaorban areas ASSCHE & HORNIDGE 2015), in reality regional
economic conditiondiffer considerablyvithin rural areagBURCHERet al. 2015)for example
asregards thenarket potentialthe proximity to urbarcentersthe entrepreneurial cultu

the availability of financial servicesAs all enterprisesare in constant ceevolutionary

”In this dissertationthe termdegiordi s def i ned as a specific part of the
from other regions due to its specific characterist®iOfEVOGEL 1999). This definition is operationalized by
using administrative units, such as communes, district or pres{BaTHELT & GLUCKLER 2012).
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interaction with thei environment MooRrREe 1993), both the starup processand the micro
enterpriseperformancecan be assumedo be shapedo a certain degreby theseregional
conditions(HODGSON 1993, STOREY & WYNARCZYK 1996,MARTIN & SUNLEY 2007).This
perceptionforms the basis for thiedividualopportunitynexus introduced b$HANE (2003),

who argued that entrepreneurial activities rely on entrepreneurial opportunities that are
locationspecific results of changing regional settingkich in turn are the result of the sum of

all individual (inter)actions over time HSSLETzBICHLER & RIGBY 2010. Against this
background it can be concluded theven thouglentrepreneurshifiself is indeed amicro-
economicphenomenon, it is necessaryitcorporatea regional perspective intmonceptual

frameworks used to analyrgicro entrepreneuriaactivities.

Within the SustainableilelihoodFramework DFID 1999, such aregional perspective
is implementedmplicitly in the factors that make up thaulnerability contexbandwithin the
domainof dransformiry structures angrocessed In this respect, e dvulnerability contexb
coversshocks, trends and seasonalityichare seen as regional events that have the potential
todestroyah o u s e h o | ditezth/and te isfleencthe decisiomot tochooseor to abandon
a specific livelihoodstrategy Thed o ma i manstorfmingstituctures angrocessedcovers
regional institutions, policies and legislation thatermine access to assets, and consequently
the ability to choosa specific livelihood strategyHowever theregional perspectiverithin
the Sustainabld_ivelihood Framework remainsnplicit anddoesnot provide specific regional
explanatory factorsMoreover micro entrepreneurship @nly included implicitly as one of
several livelihood strategieblevertheless, the Sustainablevélihood Framewvork is widely
acknowledgedand commonly usetbr analyzing livelihood strategies the context of the
Global SouthEYHORN 2007).

Againstthis backgroungdthe question ariseof how to makeuse of the advantages
provided by theSustainableLivelihood Framework, while makinghe regional perspective
more explicit and measurable, arfdcusing on micro entrepreneurship specificalBne
promising solution coudl be to integrate aspects of tBatrepreneurial Ecosystempproach
(IseNBERG2011) which has become established in entrepreneurship researaeir years
(MAsoN & BROWN 2014),into the Sustainableitelihood Framework.Initially promoted by
ISENBERG (2011) as a practical approach rather than a coherent th&mgel( 2015), the

concep of entrepreneurial ecosystefoguses on howntrepreneurial activitiesre embedded

10
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in broader regional contexasmid highlights entrepreneurship as a msdtlaf phenomenon that

is driven by explanatory factors at different levélecording toStam & SPIGEL (2016:1),
entrepreneuri al ecosystems can be defined .
coordinated in such a way that yhenable productive entrepreneurship within a particular
t er r iln this respect, ey argue thateven though thentrepreneurial actors and the
interactionbetweenthem areat the hear of an entrepreneurial ecosystem, tistorically
produced placbased factors havéo be regardedas havingan importantimpact o
entrepreneurial activitieS{AM & SPIGEL 2016) This perceptiorcan be seen atoselylinked
with the work of economic geographers, who hbgentrying to explainthe regional variation

of economic activitiefor many years RIORE & SABEL 1984 ASHEIM & ISAKSEN 2002,
BATHELT et al. 2004SCHATZL & REVILLA DIEZ 2012).

To operationalize theegional perspective of tHentrepreneurial Ecosystenpproach,
ISENBERG (2011) formulates six distinct domains, representing regional key resources that
influence entrepreneurial activities: policy, markets, riteg human capital, culture and
supports. There, the domain of policy includes formal and informal institutions, laws and
government activities, while the domain of markets comprises access to customers. In addition,
the domain of finance describes the imklity of entrepreneurship fundinguch as micro
loans and venture capital. @hdomain of support includethe existence of support
infrastructuresuch as entrepreneurship incubattrs availability of support professiorssich
as accountingand support offered by nagovernment institutions. Moreover, the domain of
human capital comprises the availability of skilled labor, educational institutions and
entrepreneurship training. Finally, the domain of culemeompasssall social characterigs
of a community, such d@hke existence of success stories, role models, tolerance, creativity and

theappreciation of entrepreneurship.

As the interactiosbetweereconomic actors are an important drigéthe evolution of
economic systems$S(AM & SPIGEL 2016) these interactionare alsa keyelement within the
Entrepreneurial Ecosystem Approa€inomthe perspective afconomic geography, the spatial
dimension ofsuch interactions of particular interest. In this respect, integional and inter
regional linkages can be distinguish@é¢hile intraregionallinkages concerimteractions with
economic actorsvithin the local economyinter-regional linkagesefer tointeractions with

thoseoutside the local economy. In the context of rural areas in the Global Southegitaral

8l'n this dissert atsicoan ,artoher ed cejresc ttiov ep réontuelstsies t hat ar
multiple hierarchically ordered spatial levels simultaneouSHO{WDHURY et al. 2011).
11
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linkages can be seen as importantthannel to broaden the information baassswell as the
access to potential customers and suppliers, and consequertfassumd to have a positive
impact onmicro entrepreneurial activitiel the context of transition economjéise particular
importance of social linkages between economic attassto be highlightedK@UFMANN &
KALIBERDA 1996) As the legal systems not transparent and corrupti@grevalenin such an
institutional environment(ReviLLA Diez 2016) a lack of confidence in official actors and
institutions is still persisteniGERXHANI 2004, NGUYEN 2005). As a resultenterprises rely
stronglyontrustbased interactions, which substitute effective market mesmanBbUSEVA &
RONA-TAs 2001).In this regardjrustbased interactiawith middlemen and traders are of
particular importance, as in a Global South context these intermediariessaetl for
conneding rural entrepreneurs with the wider economyT(CHELL 2011)

Figure 2-1: Conceptual framework combining the Sustainable Livelihood Framework and the Entrepreneurial
Ecosystem Approach

macro level

meso level

micro level

Livelihood Assets

Human Capital Livelihood
Human Capital Outcome

ial Capital Natural Canital Livelihood Strategy reduced »
o o B o micro entrepreneursiip vulnerability

— f
(opportunity vs. necessity) B
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Geographical
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Source: Own illustration based on DFID (1999) ésENBERG(2011).

To date, most of the empirical wook entrepreneurial ecosystems has focused on the

Global North, while most of the empirical wook sustainable livelihoods hasncentratedn

the GlobalSouth.Solinking the Sustainable Livelihood Framewoskth the Entrepreneurial
Ecosystem Approach provides the opportunity to amalwhether micro entrepreneurial
activities in rural areas of the Global South are driven by similar facttdiese genally used

to explain entrepreneurship in the Global North, without neglecting the realtitye bives of
households in rural areas of the Global South.the heart of the resulting conceptual
framework, micro entrepreneurship is seen as a livelihootegiréhat hasthe potentialto

influenae the livelihood outcom@VAN DE WALLE & CRATTY 2004)andis operationalzedin
12
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this dissertatioby usingvulnerability to poverty. The abilitio choo® different types of micro
entrepreneurship as a livelihood strateg/ well as the ability to run a micro enterprise
successfully ardetermined by the livelihood assetsilable tca householdFox 2008. These
economic processese situatedon a microlevel that isembedded in aulti-scalar regional
context, andareconsequently influenced xarious regional factorthat can be derived from
the Entrepreneurial Ecosystem ApproadSENBERG 2011) Due to the importance of
agriculture in rural areas dfi¢ Global South, the regional geographical condititos, have

to be taken into account and weneluded inthe conceptual framework in addition to the
domains formulated bilseNBERG(2011). The domain of geographical conditions is associated
with the opportunitiesthata location providesor earnng a living from agriculture. It covers
the factors thatorm the é winerability contextwithin the Sustainable Livelihood Framework
as well as factors that describe physical characteristics of a location, such as beingfogated

slope.

With referenceto possible multscalar dimensionstwo different levels can be
distinguished, namely émacrolevel andthe mesdevel (DopPFeRet al. 2004. In this respect,
the macrolevel refers tonationalforces, such agdemographicspolitics the economic and
social developmertf a countryas well asts position in the world economiHAI & TURKINA
2014).For examplenationalpoliciescaninfluencethe development ahicro entrepreneurial
activities by shaping the basic institutional and legal setting. Moreovergdekelopment of
macroeconomig&ey factors, such as the trade balance or the inflation kreelts the basis for
business opportunitiegithin the countryHowever, fom a geographical perspective thacro
level is not themostimportantspatial entitywhen it coms to explaiimg micro entrepreneurial
activities Instead the mesdevel, which encompasss sectors and clustei(ATKINSON &
COLEMANN 1989) as well asall different types of adminigative units, such asommunes,
districts and provincedLONA et al. 2004, is of particular interest. 8 in rural areawithin the
Global South micro entrepreneurial activities gemerallyintegrated into the local economy
and the villages remain an importatcial institution (Oxfam 2013}he spatl dimension
used in thisdissertationis smaltscaled referring to thmeso level and captures the village,
commune, district and provinckevels. The resultingconceptual framework forms the

theoretical basis for the scientific papers present&haptes4 to 6.
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3 Researchsettings andmethodology

If we knew what it was we were doing, it would not be called research, would it?

- Albert Einstein

Thisdi ssertation is embedded in the DFG Resear
on the vulnerability to poverty: consequences for development of emerging Southeast Asian
e ¢ o n o.nfheepmject focusedn vulnerability to poverty bynalying the rde of shocks

and risks for the development dévelopingand emerging market economiéssed orthe
example ofural Thailand andural Vietham.Theresearctprojectpursuedan interdisciplinary
approach by interconnectinbreedifferent disciplines each representing a different fiedd
economics namely agriculture, financial institutions amtonomic geographywhile the
agriculture subproject concentrated on the giraprole of agriculture befe and after the food

price crisisin 2008 as well asn the capacity of agriculture smlaptto environmental sbcks,

the financesubproject focused on the role of financial institutions as an instrument of shock
absorption as well as on the interconnechietweerrisk behaviorand financial decision3.he
economic geography subprojextalyed the impact of the economic environmem wage

and seKemployment.

3.1 The Vietnamese transformation process: Economic development and regional

disparities

Vietnam was choseas the case country for this dissertatifor two different reasons. On the

one hand, Vietnam is an example of a typical Southeast Asmenging economyshowing

high rates of economic growth, success in poverty reduction and significant structural change,
but alsoexhibitinggrowing regional diparities with persistépoverty inrural areasRONNAS

& RAMAMURTHY 2003 ReviLLA Diez 2016). On the other hand, Vietnamaisoan example

of a typicalSoutheast Asian transition economikese to the transformation process (Doi Moi)
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initiated in 1986(RevILLA Diez 2016). Thismakes it possibl¢éo analye the impact of the

remaining socialist influence on micro entrepreneurship.

In the twentieth century, Vietham wasected byFrenchcolonial rule, two wars and
the implementation of socialism. The inlgyito rebuildthe infrastructure after the end of the
Second Indochina Washortcomings in the reorganization of agriculture as well as decreasing
development aid from the Soviet Union cumulatedi@terioratingliving conditions in the
198G, leaving Vietnam one of the poorest countries intbdd, facing hyperinflation, famine
and poverty PHAM 2001, ReviLLA DIEz 2016).To overcome these problendyring the &
Party Congress in 198éhe political leaders decided initiatea transformabn process called
Doi Moi (renovation) thatvas intended tgradually shift the econmy from a planned economy
to a socialist market econonfiReviLLA DIez 2016). In the subsequent years, basic market
econony mechanismm were implemented by decollectivizing agriculture, openiqpythe
economy for foreign trade and investmeuarmitting banks to provideredit to norstate actors
and allowing nonstae actorsto work as independent production ugit(RONNAS &
RAMAMURTHY 2003 REvVILLA Diez 2016). Another majochangewas the privatization and
closure ofa significant share oftateowned enterprises. Initially in 1987, statavned
enterprisesvere given moreautonomy todraw upand implement their own business plans
instead offollowing the business plariaid downby the Vietnamese governmeRtom 1991
onwards inefficient stateowned enterprises wefferced to close orto merge with other
business units. In 2000, the governigassed the New Enterprise Lawhichsimplified the
registration procedures for new private enterprises and consequently reducedstifesetisig
up abusinessY{o & PHAM 2004). Finally, the Enterprise Law 206&me into effect and was
to ensurdair competition between statevned and private enterprisd2={/iLLA DIEZ 2016).

Despite the profound maceeronomic reform proces32% of GDP was still generated
by stateowned enterprises in 2015 (General Statistics Office 20AdMeover the government
continues to suppothe remaiing stateowned enterprises by means of subsidies and trade
protection PINcus et al. 2012), which leads to distortions of competition. The Communist Party
has also maintained its influence on privatized former stavened eterprises, as the old
management structures and consequently the personal links to the government often continue
to exist (World Bank 2005). In addition, strong tiéetweenthe governmant and banking
institutions remain, resulting in an ongoing discrimination against-state actorsis regards
credit access (Bertelsmann Stiftung 206 r t her mor e, Vi et nanyéts pol i

been fundamentally transformed. The Communist Party is still in power andtsebagic
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rights suchas freedom of speech apdess(ReviLLA Diez 2016).Fittingly, the World Bank
(2005) namethe lack ofaccess to credit and policy uncertainty as major constraints that hamper
the development of private enterprises in Vietnamaddiion to a lack ofaccess to land,
inadequately skilled lab@and poor transportation infrastructure. The Global Entrepreneurship
Monitor (2013) corroborates these findings by showing that commercial institutions that
support private enterprises, the avallap of financial resourcesquity, as well as
entrepreneurship edatton at possecondary levelare underdeveloped in Vietnam.

Neverthel ess, V i entdenganesigrsficaet ctuctuvainchandes snce
Doi Moi was launchedwhich has led to eonsiderabléncrease in the average monthly income
per capitaanda substantial reduction of poverty amaksallowedVietnamto grow from one of
the poorest countries the world to a middlencome country in less than 30 yedRO(NAS &
RAMAMURTHY 2003 REVILLA DIEZ 2016). Especially since the New Enterprise lcame into
effectin 2000, the Vietnamese ndarm sector has grown rapidlyThis development can be
traced back to awuge increasen the number of domestic enterprises, providing wage
employmet, while reducingthe importance of agricultut® Althoughstructural change also
has reached the rural provingcesgional economic disparities within the country haeeeased
during the lastfew decades, asdustrial growth foreign direct investmerand the service
sectorhavebeen highly concentrated in the urlmmtersof the Southeast (with Ho Chi Minh
City) and he Red River Delta (with Hanoi), leaving rueakas behindRgviLLA Diez 20169.
The regional economic disparities have become manifested in an incréasingefficient?
as well as in the share of the population classified as poor in different Vietnamese ptévinces
Moreover, agriculture contingg¢o be an important income source for the rural Vietnamese
populatiort®. Nevertheless, the numbermafcro enterprises hagownin rural areasf Vietnam
over the past decadesd contribute significantly to the development of the rural regional
economy ly absorbing surpludabor from the agricultural sectomoostingincome and

consumption, and thereby slowing down rewdban migration l(ANJOUW & LANJOUW 2001,

® The total number of nefarm individual business establishments increased from 2.62 million to 4.75 million in
2015 (General Statistics Office 2006, General Statistics Office 2016a).
0The share of GDP attributed to the primary sector decreased frorm22¥%6 to 18% in 2014 (General Statistics
Office 2017).
1 The Gini coefficient rose from 0.374 to 0.427 between 2006 and 2010 (World Bank 2016).
2 At the beginning of the research project, back in 2006, the share of the population classified as pofstoranged
0.5% in Ho Chi Minh City and Binh Duong to 58.2% in the rural province Lai Chau. In 2015, a similar structure
can be found, but on a lower level. At that time, the share of the population classified as poor ranged from 0.0%
in Ho Chi Minh City and Bih Duong to 31.5% in the rural province Lai Chau (General Statistics Office 2017).
B1n 2016, 55.5% of the employed population was working in agriculture, forestry and fishery in the rural areas of
Vietnam, while in the urban areas only 12.0% of the engadqyopulation was working in these industrial sectors
(General Statistics Office 2016b).
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VAN DE WALLE & CRATTY 2004 GRIES & NAUDE 2010).As alarge proportior(66%) of the
Vietnamese populatiostill livesin rural areasReviLLA DIEz 2016), it is crucial tostrengthen
the economy afheseareasn orderto provide better income possibilities in the farm sector

and to enhance social and economic welfare.

3.2 The casestudy regions

As this dissertatioraddressesnmicro entrepreneurshipinder different regional economic
conditionsin rural Viethamthe analyses focus dhree rural provincesjamely Ha Tinh and

Thua ThierHue in the North Central Coast region, and Dak Lak in the Central Highlands
region.The three case study regiare comparable to each other in sevesgpectsFirst, they

alhavea popul ati on dens ivaragé’ énd araovaecdalorg wayofromt r y 6 s
the economicentersof the Southeast and the Red River DeWWsBEL & HOHFELD 2016)
Secondthey are hallmarked by a relatively large share of the population living below the
national poverty lin®. Despite theseimilarities the case study regions diffar terms of

economic structure.

In Dak Lak, a large share of the population relies heavily on agricultural production and
the region experiences an inflow of poor migrants from other Viethamese provinces (World
Bank 2003).The main agricultural activitin this provinces cash crop production, especially
of coffee, cashew and pepp®af\G 2010) asidefrom subsistence farming@he dominance of
cash crop production leads to large investments and extensive cuitivbkland(LINDSKOG et
al. 2005) resulting in a strong dependence on the world market and commodity price
developmentwhich is accompanied bgconomic uncertaintieSAGERGAARD et al. 2M@9).
Consequently, declining coffee prices in late 2008 led ®canomic slowdown in Dak Lak in
2009 and 201%.

In contrastcoffee production is not economically relevamtHa Tinh and Thua Thien

Hue. Instead paddyrice and cattle are thenost important agricultural produciis Ha Tinh

4 1n 2015, the average population density of Vietnam was 277 persons per km2. The proving@i&hudue
showed an average population density of 227 persons peirkth®g province of Ha Tinh the figure was 210
persons per km? and in the province of Dak Lak it was 141 persons per km2 (General Statistics Office 2017).
15 When the research project began in 2006, the share of the Vietnamese population living beloisrthe nat
poverty line was 15.5%. At that time, 16.4% of the population in Jthian Hue, 31.5% of the population in Ha
Tinh and 24.3% of that in Dak Lak was living below the national poverty line. By 2015 this structure had changed.
The share of the Vietnarse population living below the national poverty line had declined to 7%. At that time,
4.7% of the population in TheBhien Hue, 13.3% of the population in Ha Tinh and 10.0% of that in Dak Lak was
living below the national poverty line (General Statis@dffice 2017).
18 The coffee price fell from 1.70 USD per pound in early 2007 to under 1 USD in late 2008 (Trading Economics
2015).
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(BRUNJES et al. 2012, while in Thua Thin Huehe production ofpaddy rice and rubber
dominates AN 2006) Moreover, the regional economies of Ha Tinh and Thua THies
exhibit a more diversified economic structure and higher industrial priotu¢General
Statistics Office2017). Ha Tinh was long characterized as a structurally weak prowviuiibte,
persistentpoverty, poor job opportunities, underdeveloped infrastructure anthiguation.
However, the economy adlis provincehasrecentlybegun to catch uf®ANG 2010, Vietnam
Trade Promotion Agency 2013a; Vietnam Trade Promotion Agency 2013bjasisiggered

by infrastructural projectmitiated bythe Viethamese governmem& WIT et al. 2012), such
as the construction of the paftVung Ang in the miell99Gs and its extension in 2004s well
asthe establishment of théung Ang Economic Zone in 200&ince then, the Vung Ang
Economic Zondasattracted several foreign direct investments and Vietnafoesign joint
ventures (Japan Development Institute 20I0e positive development trend weakened during
the economic slowdowim the aftermath of thglobal financial crisisbut hassincerecovered.
Thua ThierHue is the wealthieshnd most urbamf the case study provinceshere the
structural change wamitiated much earlier and the provincew benefits from a well
developed infrastructure, a prospering provincial capital, tourist attractions such as the old
imperial city of Hue, andts proximity to Da Nang the most important economaenteron

the Gentral Wast of ViethamN ALESKY 2002).

3.3 Data oollection

The data base used in this dissertatienbased on ganel household survey, which was
conducted in 2007, 2008, 2010 and 2013. The panel structakes it possibléo track
households ovethe sevenyear period The original household sample wiasmed using a
heuristic procedure. In a first step, communes were chosen accordihg size oftheir
populationensuringhat every districof the case study provincesrepresented in the sample.
In a second step, two villages were selected in each commune. In a third steg\ilage
10 households were selected randomly fedist of householdsThesampling proces®sulted

in 2,200 selected households located in 220 villaged 10 commues. While the first survey
wave included 2,19%ouseholds, 1,929 householdsulel be surveyed across all waves,

representing an accumulated response rate of 88%.

A standardizedjuestionnaire wassedto guarante¢hat all questions antierespective
answersverecomparableacrossall four wavesHowever,somenew questions were added to
the questionnairen each waveConsequentlythese questionare not available for the earlier

waves. The questionnaiemprisesdifferent sections repreating different aspects of the
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livelihood of rural households. Orgectionfocuseson the household members and inckide
their socieeconomic characteristics such as age, gender, ethnicity, occupation, education and
health.Anothersection summarizeshods faced by thehousehold since the previous survey
was conductedas well as theerception of future riskd-urthersections deal with landse,
agricultural production, livesto¢khunting and fishingOther sectionsask abouthonfarm
wageemploymentand sefemployment, investments, borrowing and lending, savings, public
transfers and insurances as well as household expendituresogedty In 2013, two new
sectiors were added to the questionnaire, dealing with 4pasied networks and taxatidn.a

final step the per capita incomandthe corsumption of the households weralculated, by

using the monetary valuesportedn the different sections of the questionnaire.

For this dissertation the sectioon nonfarm selfemploymen is of particular
importancelt includes information about each micro enterprise run by the household members
separately, such as the type, the legal form, the location and the founding date of the business,
the amount of initial investment, the number of family and-faomly employees and their
payroll, the number, type and location of the customers and inputs, asalébelumeof the
businesses. Moreover, dontainsthe household member ID of the business hddds
information makes it possibléo mergethe enterprisspecific information with the socio
economic characteristics of the managks. the household survey only inclwlemited
information on entrepreneurial activities, in 20T0aamditionalsmaltbusiness questionnaire
was used to survey sthsample of almost 50% of the original households (N=1064). To
preserve the spatial structwéhin both surveysthese househaddvere not chosen randomly
from all theoriginal households, but randonthpm within eachvillage. An important question
in theadditional smatbusiness questionnaicencernedhe motivatiorbehindstaring a micro
enterprise. This question is particljarelevantfor differentiaing between opportunitdriven
and necessitdriven micro enterprise.he question wathereforeaddedto the section about

nonfarm selfemploymenin the householdjuestionnaire used in 2013.

Although villages are not official administrative units, they are unofficially regarded as
the fourth tier of the administrative system in rural Vietn@heyconstitutean important social
institution andaremanaged as autonomous political easiby a village head¥e WIT et al.
2012, Oxfam 2013XUAN 2017).For this reasonn this research projed further survey was
conducted amonthe village heads athe 220 surveyedVietnamese villages. Thishade it
possibleto gatherfurther village-specific information about natural resources, infrastructure,

market conditions and institutions ttthtfer considerablyetweerntheinvestigatediillages.
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During the survey, the research teadlbsely collaborated with the following
Vietnamese bodies: the Central Institute for Economic Management (CIEMpstitete of
Policy and Strategy foAgriculture and Rural Dealopment (IPSARD), the Centre for
Agricultural Policy (CAP) and the Centre for Rural Development in Central Vietham (CRD),
subordinated to the Hue University of Agriculture and Forestry (HUAF). Thispeoation
proved valuable not only in ragd to facilitating the surveys. Thgsartners weralsoessential
for designng and conduang the surveys anfibr interpretng the final results. In the preparation
phase,the questionnaires were first translatedoirViethamese anthen retranslated. In a
second stepthe survey instrumentas fieldtested in Vietnam, anfinal adjustments were
made accordingly. Aick-off training workshop for the enumeratovas conducted at the start
of each wave. This intensive training involved preparatoengly sessionsole plays and
most importariy, three field tests for the enumerators to conduct first household interviews in
small groups. For the official survey implementation, each province was investigated by a
separatéeamof enumerators supervised Bgnior project researctseihe teamshen visited
different communegachday. Thee n u mer at or s 6 comdactingthe facewodakcev e d
interviews with the households, while the additional feetace interviews with the village
heads were carried out by the project reseaschamnally, after completing the fieldwork, the

project researchers eleedthe raw data.

In addition to the data collected in the course of the DFG Research Unit FOR 756, this
dissertation utilizethe Vietham Enterprise Survey of the General Stagsdffice of Vietham.
The Vietnam Enterprise Survey is conducted annually and includes all domestic firms that are
formally registered under the Enterprise Law aagemore than 10 employeds.alsocovers
all multinational and statewned enterprisasrespective of their size. The Vietnam Enterprise
Survey providesletailedinformation about altelevantenterprisespecific characteristics, such
as the number of employeasdthe annual revenue and profit. Another advantage of the
Vietnam Enterpris&urvey is that itontainanformation about the location of an enterprise.
is thereforepossible to derive the economic structure and the economic development of all

admnistrative units.

3.4 Dataanalyses

Performinggquantitative analysassingsurvey data that track units over time and are clustered
within aregional hierarchical systeamtails the rislof thestandard assumpticof independent
observations beingviolated due totemporal and spatial autocorrelatiod.emporal

autocorelationoccurs in panel surveybecauseach unit iobservedepeatedlyat different
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pointsin time (RABE-HESKETH & SKRONDAL 2008. In contrastspatialautocorrelation occurs
when observations are nested withnegionalhierarchical systerfHox 2010. In the presence

of both temporal and spatial autocorrelatiorunning standard regressions would lead to
inefficient andbiased standard errofi§lizon 1995)

A common way to deal with temporal autocorrelation is to use panel regregsales.
from fixing the violation of the assumption of independence, panel regressions have the
advantagef controllingfor unobserved heterogeneitp study individual changes over time
and to link within and betweesubject comparisons(GIESSELMANN & WINDzIO 2013).
Generally randomeffects and fixeeeffects panel regressionsan be distinguished-ixed
effects regressions are used to estimate average 3sithjact relationships between time
varying covariates and the response varigRSE-HESKETH & SKRONDAL 2008) In contrast,
randomeffects regressionallow the integraton of covariates that do not vary over time and
areconsequentlguitablefor linking within and betweeisubject comparison&IESSELMANN
& WINDzIo 2013). In the field ofeconomic geographyanel regressions afeequentlyused
to analye the timeserial dimension of economic phenomesizgchas economic growth_(m
& Kim 2015.

Under thewidely acknowledge@dssumption thadpacecan be partitionethto regions
(BLOTEVOGEL 1999,BATHELT & GLUCKLER 2012) multilevel approaches can be used to deal
with the resulting spatial autocorrelatidRaGE-HESKETH & SKRONDAL 2008).1n this respect,
hierarchically fixedeffects modelsan whichunique dummy variabgfor each higher levedre
integratedinto the modelto control for potential regionalifferences, are commonly used
(RoGERSON2014). Utilizing robust standard errors to reduce the influence of multiple cases per
higher levelis another simple approach to control for possible regional efféttsre 1980,
WHITE 1984,ROGERS1993. From an economic geography perspective, both approaches have
the disadvantage of jufiking the violation of the assumption of independenwat do not
permit a detailedinvestigation ofthe regional effects that cause the occurrence of regional
autocorrelation(STam & SPIGEL 2016) In cass where empirical analysesre to examine
whetherthe estimatedeffects of theexplanatoryvariables onthe dependent variable differ
betweendifferent regions it is possible tocalculate separateegression models for each
geographical uni{Hox 2010. This approach isvidely utilized by economic geograns
(RAVALLION & VAN DEWALLE 2008, buthas several limétions for answering geographidgl
related research questiorfarst, comparing the results gggionspecific regression models

quickly becomes incomprehensibidhenthe number of geographical unitevestigateds too
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large Second even thoughthis approachmakes it possibléo compare the effects of the
explanatoryariablesin different regianal units it does not asseshe specific regional factors
that determine these differencdshird, this approacldoes notpermit theinvestigation of

different regional levelsimultaneously

Established in the social and educational scierfoe many years FATERSON &
GOLDSTEIN 1991, DIPRETE& FORRISTAL 1994, ,GORARD 2003,LECKIE etal. 2010, hierarchical
randomeffects models cabe seen as an innovatiapproach toovercomethe described
shortcoming. An advantage of hierarchical random effect models is that they allow astisiat
of the effects of different gagraphical units simultaneouslgenerally random intercept
models permit the error term to differ for differenjeographicallevels, whereagandom
coefficient models also permit the effects of covasdo vary for different geographidavels
(RABE-HESKETH & SKRONDAL 2008).Conceptually, randonmtercept models arehosen in
situatiors in which eachgeographicalinitis assumed to haxaedifferent general pattern in the
outcomeof the dependent variable order toestimatehe importancef different geographical
units(Hox 2010. This can then be done &xplain the variance of a dependent varianidto
estimate which regional characteristics capture the regional effeatontrast random
coefficientmodek allowfor situations in whictihe impact othe explanatory variables ahe
outcomes assumed to vain different geographical uni{giox 2010. This makes it possible
to estimatewhetherand in what waythe effect of an independent variahlaries between
different geographical units. Bgtegratingcrosslevel interaction effest it is alsopossible to
estimate which regional characteristics cause the differences in the ¢¥rasZzER et al.
2014). Summing uphierarchical random effects modelsnprovide an innovative contribution
to the debie of how totranslatecomplexgeographical realitiesto an easily perforable
empirical research desigAlthough the hierarchical structure géographicadata and the
described advantages for geographical quessaggest a multilevel approgcsurprisingly
few empirical studiebave used multilevel regression modéts €xceptiors SeeSTUETZER et
al. 2014 HUNDT & STERNBERG2016).

The quantitativeapproachesisedin this dissertatiorwere chosenon the basis othe

methodological considerations discussed above and caimirearized as follows:

As the research goal of tlseientificpaper presented @hapter 4is to estimatehe effects
of starting a micro enterprismn thelikelihood of falling back into povertgr of remainingin
povertyin different economic settingsll the survey wavesare combined toform a panel,

which leads to the existence of temporal autocorrelatidn. estimate whether theffect of
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starting a micro enterprise contexispecific, separate regression moaggkestimated for each
province and the provinegpecific effectsare compared with each other. Consequertthg
guantitative analyses useate based on provinespecific logistic randoreffects panel

regressions.

To estimate whethahere aresignificant differences in the level of micro entrepreneurship
in different villages and communess well asto determine whaindividual and regional
characteristisexplainthe startup of micro enterprisehierarchical randoreffects modelsire
choserfor the analysedescribedn the scientifigpaper presented Bhapter 5Thequantitative

analysesrethereforebased on threkevel binarylogistic random intercept regigens.

In the scienfic paper presented @Bhapter 6the research goa to estimate whethehere
aresignificant differences in the hazard ratiaifferent villages and different districts. Another
aimis to estimatevhatindividual and regional characterigtiexplain the hazard ratio of micro
enterprisesTo this endthe quantitative analysesebased orthreelevel proportional hazards

mixed effects regressions
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SELF-EMPLOYMENT AND ITS INFLUENCE ON THE
VULNERABILITY TO POVERTY OF HOUSEHOLDS IN RURAL
VIETNAM—A PANEL DATA ANALYSIS*

FRANZISKA SOHNS and JAVIER REVILLA DIEZ

ABSTRACT. The following paper analyses whether becoming self-employed can help to
reduce the vulnerability to poverty of rural households. We use data collected during
four survey waves in three rural provinces in Vietnam to calculate region-specific logistic
panel regressions. The results show that becoming self-employed increases the likelihood
of poor households escaping poverty, but only if they are located in a regional economic
environment characterized by an advanced stage of structural change, good infrastruc-
tural conditions, and proximity to markets. In less well-developed regions, becoming
self-employed is not sufficient to increase the probability of poor households escaping
poverty. What matters more is that self-employment is driven by opportunity and not
by necessity. However, even opportunity-driven self-employment does not guarantee a
reduction of vulnerability to poverty in all regional settings and for all household types.
Especially, regional overspecialization in cash-crop production and inequality in access
to assets have to be taken into account. In times of declining commodity prices, self-
employment entails a risk of business failure in regions that are overspecialized in cash-
crop production. For households whose initial investment is high and whose endow-
ment with social and educational assets is low, this can result in increased vulnerability
to poverty. Keywords: opportunity-driven self-employment, rural Vietnam, vulnerability to
poverty.

qn Vietnam, self-employment has grown constantly during the last decades.
This shift is the result of the ongoing structural change in Vietnam since the
introduction of the economic transformation (Doi Moi) towards a market
economy in 1986, which has led to a significant increase in the average monthly
income per capita and to a substantial reduction of poverty (General Statistics
Office of Vietnam 2012). However, despite this overall positive trend, social and
regional inequalities have not been eliminated. On the contrary, economic
prosperity has been concentrated mainly in the urban centers of the Southeast
(with Ho Chi Minh City) and the Red River Delta (with Hanoi), leaving rural
areas behind. Between 2006 and 2010, the Gini coefficient—the standard mea-
sure of inequality—rose from 0.374 to 0.427 (World Bank 2016). Furthermore,
inequality has become manifested regionally in the share of the population clas-
sified as poor in different Vietnamese provinces. As a consequence, the unequal
distribution of household access to capital and opportunities in the rural
regions persists (McKay 2002). Additionally, rural households are often hit by

*We would like to acknowledge all participants of the “International Conference on Inequality and Sustain-
ability in Asia”, which took place at the 19™ of October 2015 in Salt Lake City, for their constructive and
helpful comments on a previous draft of this article.
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external shocks such as weather-related hazards, fluctuation on the input and
output markets and individual challenges. The coexistence of these shocks with
low asset endowment leads to increased vulnerability to poverty, which then
reinforces inequalities (Ellis 2000; Few and Tran 2010; King 2011).

In rural areas of Vietnam, there are few alternatives for adapting to the
unstable environment. The structural change is proceeding very slowly and jobs
in manufacturing are not evolving as needed. Outmigration to the urban cen-
ters is a very common response to this. Several studies show that under such
conditions, self-employment can be seen as a chance to expedite structural
change by creating new firms, absorbing surplus labor from the agricultural
sector, providing innovative intermediate inputs, slowing down rural-urban
migration, and boosting productivity and employment (Lanjouw and Lanjouw
2001; Van de Walle and Cratty 2003; Gries and Naudé 2010).

Furthermore, starting a business enables households to expand their assets
and become more resilient, because it provides the advantage of flexible deci-
sion making and adaptation of business activities, especially in times of uncer-
tainty (McNamara and Weiss 2005; Coad and Tamvada 2008). However, it is
questionable whether becoming self-employed in general reduces vulnerability
to poverty in all regional settings and for all types of households. On the one
hand, households differ with regard to their reasons for starting a business,
their ability to run a business successfully and their endowment with educa-
tional, natural, financial and social assets. On the other hand, rural areas in
emerging markets are not as homogeneous as is often assumed. Very different
regional conditions can be found, such as the degree of regional specialization
on cash crop production, the quality of infrastructure, the proximity to mar-
kets or the degree of industrialization, all of which influence the outcome of
households’ self-employment activities (Shaw 2004; Kiiru 2007).

Most of the recent studies that analyze the effects of self-employment adopt
a static view, using the poverty status, household income, or consumption as
the dependent variable and focusing on the effect of being self-employed rather
than becoming self-employed (Fox 2008; Fox and Sohnesen 2012). Other stud-
ies, which analyze vulnerability to poverty from a dynamic perspective, do not
focus on self-employment, and especially not on the different motivations
behind becoming self-employed (Arpino and Aassve 2014; Hoang, Pham, and
Ulubasoglu 2014; Klasen, Lechtenfeld, and Povel 2015). Furthermore, studies
that compare the effects of different types of self-employment on the vulnera-
bility to poverty in different regional economic settings in rural areas of Viet-
nam are scarce. Therefore, we wish to address the research question whether
becoming self-employed can help to reduce the vulnerability to poverty of rural
households, considering that they exhibit different characteristics and motiva-
tions, and are located in different regional settings. Based on a household panel
survey conducted in rural areas of three Vietnamese provinces, namely Ha
Tinh, Dak Lak, and Thua Thien-Hue, we are able to conduct a comparative
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dynamic time series analysis and to contribute to the discussion surrounding
the impact of becoming self-employed for rural households in different regional
settings of emerging markets.

The next section discusses the theoretical background, while the third sec-
tion describes the database, the empirical framework, and the methodology
used. Following that, the fourth section presents and discusses the empirical
results, while the fifth section concludes the paper.

WHY DoES SELE-EMPLOYMENT MATTER? — THE IMPACT OF SELF-EMPLOYMENT
ON VULNERABILITY TO POVERTY FROM A THEORETICAL PERSPECTIVE

The first systematic definition of vulnerability can be traced back to the work
of Robert Chambers, who defined vulnerability as consisting of external threats
and internal coping capacity (1989). The external side is associated with the
intensity of external shocks and stress, and the internal side with the capacity
of households to deal with these external events (Bohle 2001). The capacity to
cope can be limited by numerous factors linked with individual household
characteristics and behaviors (Billing and Madengruber 2007). It is possible to
identify groups of vulnerable households by using a panel dataset that tracks
the poverty status of households over time. Households that were poor at time
t1 and still are poor at time t2 can be defined as “chronically poor”; households
that were not poor at time t1 but are poor at time t2 can be defined as “enter-
ing poverty.” Both groups can be seen as vulnerable to poverty from a dynamic
point of view (Wai-Poi 2013). Furthermore, there are two successful groups of
households: those that were poor at time t1 and are no longer poor at time t2,
as well as the households that were not poor at time t1 and at time t2. The first
group can be defined as “escaping poverty” and second group can be consid-
ered “never poor” (Haughton and Khandker 2009; Wai-Poi 2013).

Poverty can be defined and measured in different ways. According to Gary S.
Fields, a household can be classified as “extremely poor” if its members are living
on less than $1.25 purchasing power parity (PPP) a day, and it can be considered
“absolutely poor” if the household members have less than $2.50 (PPP) to live
on per day (2014). We define vulnerability to poverty in terms of the probability
of falling into poverty and the probability of remaining in poverty using the
absolute poverty line.

All actions undertaken by a household to earn a living are part of the liveli-
hood strategy of the household (Fox and Sohnesen 2013). According to Louise
Fox, the economic livelihood of a household can be specified by the structure
of income sources used for income generation during a period of time (2008).
In a broader definition, the livelihood in general includes all assets, theorized
as the stock of capital that can be used by households to earn their living,
namely human capital, natural capital, financial capital, social capital, and
physical capital (Ellis 2000; Bohle 2008). The unequal capabilities of households
to accumulate these forms of capital result in unequal endowment with these
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assets among households and lead to difficulties in dealing with external
shocks. As a consequence, disadvantaged households move into or remain in
poverty, which then reinforces inequalities (Ellis 2000; Few and Tran 2010; King
2011). The majority of households in developing countries and emerging mar-
kets rely on agricultural income sources (Gindling and Newhouse 2012). In
times of uncertain weather and market conditions that come along with high
fluctuations of rainfall or world market prices for instance, this one-sidedness
can lead to economic vulnerability (McNamara and Weiss 2005). One possible
way to reduce vulnerability is to diversify by widening the portfolio of the farm
products or integrating off-farm income sources into the livelihood, thereby
generating a more stable income and reducing income risks (McNamara and
Weiss 2005). The potential to use different income sources and diversify the eco-
nomic livelihood successfully is influenced by the attributes of the household
members, such as the level of education, the health status, or the per capita
income (Fox 2008; Duc and Waibel 2009).

In periods of structural change, a significant shift in the domestic market
can be seen, creating new opportunities to earn money outside agriculture
(Desai 2009). Technological innovation in agricultural production leads to
higher labor productivity and income (Fox 2008). This higher income stimu-
lates demand for goods and services outside the agricultural sector. As a result,
households respond by setting up businesses to satisfy the increasing demand
(Fox 2008). These households are identifying and using the economic opportu-
nities brought about by structural change, and opting for self-employment
because they have good ideas, ambitions, business plans, and they prefer auton-
omy and flexibility (Gindling and Newhouse 2012; Margolis 2014). According
to Jirgen Briinjes and Javier Revilla Diez, these opportunity-driven self-
employed are more willing to hire nonfamily employees in the future (Briinjes
and Revilla Diez 2012). Referring to Sandra Gottschalk, Kathrin Miiller, and
Michaela Niefert, it can also be assumed that the opportunity-driven self-
employed “are more convinced of their business idea than the average firm and
consequently dare to take higher risk, [so] initial investments will be larger”
(2010, 4). According to Thomas Gindling and David Newhouse, opportunity-
driven self-employment only applies to the minority of the self-employed in
developing countries and emerging markets, while the majority have to be seen
as necessity-driven (2012). Especially in countries hallmarked by an absence of
unemployment insurance and social protection, and a lack of employment
opportunities, unemployment, and insufficient income from agriculture
encourage people to take up self-employment (Fields 2014). Such individuals
become self-employed out of necessity and their businesses show limited
growth prospects (Gindling and Newhouse 2012). The main difference between
these two groups of self-employed persons seems to be their reason for being
self-employed. Jurgen Briinjes and Javier Revilla Diez use the motivation
behind becoming self-employed to differentiate between opportunity-driven
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and necessity-driven self-employment (2012). Three motivations were classed as
opportunity-driven, namely: previous experience in the relevant kind of busi-
ness, having seen other successful businesses of that kind, and deducing that
this kind of business can be successful. Two motivations are regarded as neces-
sity-driven, namely: unemployment and insufficient income from other sources
(Briinjes and Revilla Diez 2012). Opportunity-driven self-employment thus
plays an important role in expediting structural change by creating new firms,
absorbing surplus labor from the agricultural sector, providing innovative inter-
mediate inputs, and boosting productivity and employment (Gries and Naude
2010). Furthermore, starting a business enables households to expand their
assets and become more resilient, because it provides the advantage of flexible
decision making and adaptation of business activities, especially in times of
uncertainty (McNamara and Weiss 2005; Coad and Tamvada 2008).

However, it is questionable whether becoming self-employed reduces the
vulnerability to poverty of households in all regional settings. In rural areas of
emerging markets, too, very different regional conditions can be found that can
influence the outcome of household’s self-employment activities (Shaw 2004;
Kiiru 2007). Particularly, a region’s economic specialization has to be taken
into account. Becoming self-employed in a region that is integrated into the
world market by being specialized in cash-crop production can be risky in
times of declining commodity (Lin 2008). This risk can lead to increasing vul-
nerability to poverty, especially for households that made a large initial invest-
ment in their businesses and do not have enough assets left to cope with the
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resulting losses. Moreover, the regional degree of industrialization, the proxim-
ity to markets, and the quality of infrastructure are crucial for the potential
success of a household’s self-employed activities (Shaw 2004, 1248; Kiiru 2007).
It can be assumed that in a very poor area, characterized by an undiversified
regional economic structure, low income, a lack of demand, poor infrastruc-
ture, and long distances to markets, especially necessity-driven self-employment
might be unable to help households to reduce their vulnerability to poverty on
a large scale (Shaw 2004) (Figure 1).

DATA, STUDY AREA, EMPIRICAL FRAMEWORK, AND METHODOLOGY

Because household surveys collect more indepth information about other
family members and about the household in general, more accurate informa-
tion about informal household enterprises can be gathered from household sur-
veys than from enterprise surveys (Vijverberg Vijverberg 1992; Mead and
Liedholm 1998). For this reason, we use a household survey that was conducted
repeatedly in 2007, 2008, 2010, and 2013 in the course of the DFG Research
Unit FOR 756, entitled “Impact of shocks on the vulnerability to poverty: con-
sequences for development of emerging Southeast Asian economies.” The sur-
vey was conducted in close cooperation with the Institute for Policy and
Strategy in Agriculture and Rural Development (IPSARD), the Centre of Agri-
cultural Policy (CAP), and the Centre for Rural Development in Central Viet-
nam (CRD), subordinated to the Hue University of Agriculture and Forestry
(HUAF). These institutions not only facilitated the surveys, they also provided
necessary inputs in designing and conducting the surveys and interpreting the
results. After the questionnaires had been translated and retranslated into Viet-
namese, the survey instrument was field-tested in Vietnam and adjustments
were made. In each wave, the implementation of the household survey started
with a training workshop for the enumerators. The training was intensive, with
preparatory plenary sessions, including evening meetings, training in the form
of role play, and three field visits during which enumerators conducted house-
hold interviews in groups. Enumerators conducted the interviews in each wave.

STUDY AREA

The survey was conducted in three provinces in rural Vietnam: Ha Tinh and
Thua Thien-Hue in the north-central coast region, and Dak Lak in the central-
highlands region. The survey was also conducted in three provinces in rural
Thailand, though these were not analyzed in order to avoid biases due to the
differences in the political and economic situations in the two countries. The
first survey wave included 2,195 households in Vietnam. After combining the
four different waves to form a panel data set, 1,929 households could be identi-
fied in each wave and were used as the base sample.

Though all three provinces can be characterized as rural provinces hall-
marked by a relatively large share of the population living below the national
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poverty line and by uncertain weather conditions, there are regional differences
in the economic structure. Dak Lak is characterized by a large share of the
rural population being heavily reliant on agricultural activities, as well as by an
inflow of poor migrants from other Vietnamese provinces (World Bank 2003).
Besides subsistence farming, cash-crop production, especially of coffee, cashew,
and pepper, is the main agricultural activity in Dak Lak (Dang 2010). There-
fore, Dak Lak is strongly dependent on the world market and commodity price
development, resulting in uncertain economic conditions (Agergaard, Fold, and
Gough 2010). In contrast to Dak Lak, the regional economies of Ha Tinh and
Thua Thien-Hue are not mainly based on agricultural activities and cash-crop
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production. Instead, they exhibit a more diversified economic structure and
higher industrial production (General Statistics Office of Vietnam 2016). While
Ha Tinh was long characterized as a structurally weak province, showing a per-
sistence of poverty, poor job opportunities, less well-developed infrastructure,
and out-migration, the structure of the economy has recently started changing
(Dang 2010; Vietnam Trade Promotion Agency 2013a; Vietnam Trade Promo-
tion Agency 2013b; Nguyen, Raabe, and Grote 2015). In contrast, in Thua
Thien-Hue the structural change has already been ongoing for a longer time,
resulting in a smaller share of the agricultural sector and higher industrial pro-
duction. Unlike Ha Tinh, Thua Thien-Hue benefits from a well-developed
infrastructure, a prospering provincial capital, and the proximity to Da Nang
— the most important economic center on the central coast of Vietnam (Mal-
esky 2002) (Figure 2).

EMPIRICAL FRAMEWORK

To operationalize vulnerability to poverty as the dependent variable, the sample
was split into two groups: households that were absolutely poor in the previous
waves and households that were not absolutely poor in the previous waves.
Then two binary variables were generated as dependent variables: remaining in
absolute poverty (no=o, yes=1) for the group of poor households, and falling
into absolute poverty (no=o; yes=1) for the group of nonpoor households. The
poverty calculation is based on the per capita income of the nucleus household
members. The household income is calculated for each wave by summing up
the income from all income sources used by the nucleus household members.
Following Bernd Hardeweg and Hermann Waibel, a household includes the
household head and all persons who live in the household for at least 180 days
per year (2009). All these persons were defined as nucleus household members
(Gloede and Rungruxsirivorn 2013).

The external side of vulnerability is represented by the number of shocks
with a high negative impact on the households. The level of impact of a shock
is measured using the household’s subjective perceptions on a scale ranging
from low to high impact. We split the shocks into individual shocks, natural
shocks, and economic shocks in order to compare the influence of different
types of shocks. Individual shocks include, for example, illness or the death of
a household member, while natural shocks cover, for instance, flooding of agri-
cultural land or droughts. Examples of economic shocks are fluctuation of
input or output prices or a strong increase in credit interest rates.

According to Richard J. Culas and Mahen Mahendrarajan, there are differ-
ent options for measuring income diversity (2005). The simplest one is based
on the number of income-generating activities. The weakness of this measure-
ment of income diversity is that “it gives no weight at all to the distribution of
the farm’s employment over the activities” (Culas and Mahendrarajan 2005, 6).
More accurate measurements would give weight to the distribution of the
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external side

shock occurrence per year
number of individual shocks
number of natural shocks
number of economic shocks

internal side
assets economic livelihood
human capital (no=0; yes=1) diversity of income sources
primary education number of income sources

lower secondary education
upper secondary education
tertiary education

social capital (no=0; yes=1) different types of income sources (no=0; yes=1)
member of socio-political organisation|| remittances from absent household members
belonging to an ethnic minority remittances from relatives and friends
natural capital owner-occupied dwelling
quantity of usable land in 1.000m? land rent

crops
financial capital livestock
facing credit problems (no=0; yes=1) hunting
per capital income in USS ppp wage-employment

self-employment

lending

savings

transfer payments
insurance compensations

opportunity-driven self-employment
average initial investment in USS ppp
number of non-family employees

FiG. 3—The empirical framework.

farm’s employment, but they cannot be used for negative net income (Duc
2012). Because we have to deal with negative net income for some households
whose expenses exceeded their returns in total, the diversity of income sources
is parameterized by using the number of income sources involved in a house-
hold earning a living. Following Gary S. Field, we define self-employment as
households running a formal or informal household enterprise outside of
agriculture (2014). To bring the effects of self-employment into focus, a dummy
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variable is used to show if a household used self-employment as a source of
income. In addition, we use further dummy variables for all other income
sources. Because information about the motivation behind being self-employed
were only collected in the fourth survey wave, opportunity-driven self-employ-
ment had to be parameterized using two instrumental variables. According to
the present literature, opportunity-driven self-employment is characterized by a
higher initial investment and a larger number of hired nonfamily employees
(Briinjes and Revilla Diez 2012; Gottschalk, Miiller, and Niefert 2010). After
finding significant positive correlations between these instrumental variables
and the motivation behind starting up the business, they were used to approxi-
mate opportunity-driven self-employment.

The assets of households are used as control variables and are split into
human capital, social capital, natural capital, and financial capital. One com-
mon way to operationalize human capital is to use the number of years the
household head was educated (Minot 2003). As Vietnam features complex
options of tertiary educational pathways, however, the calculated number of
years of education would not be reliable (World Bank 2008). We therefore split
the education of the household head into four categories: primary education,
lower secondary education, upper secondary education, and tertiary education,
and analyze the effect of these educational levels compared to noneducated
household heads.

According to Neil Adger, social capital is important for reducing vulnerabil-
ity because it allows households to respond collectively to external shocks
(2003). Frederick Foxton and Richard Jones argue that social capital can be dif-
ferentiated into bonding, bridging, and linking social capital (2011). We opera-
tionalize social capital using the belonging of at least one household member
to an ethnic minority or a social or political organization. Belonging to an eth-
nic minority can be assumed to increase bonding social capital because of
greater trust within the ethnic group. However, these strong ties, which also
reduce connections to other ethnic groups, and the ongoing discrimination
against minorities in Vietnam, limit bridging social capital (World Bank 2002).
In Vietnam, the government continues to play an important role and to possess
a great deal of power, especially at the community level (Tran 2003). Belonging
to a social or political organization can therefore be assumed to increase link-
ing social capital.

The availability of productive land can be seen as a good proxy for natural
capital according to Mathis Wackernagel and colleagues (1999). Accordingly,
we operationalize natural capital by the land available to the households.

According to Sharon Danes and others, financial assets include money
belonging to the household members as well as credit from financial institu-
tions (2009). Mikkel Barslund and Finn Tarp highlight the fact that access to
credit is a key factor for smallholders in rural Vietnam in order to increase
their risk-bearing capacity in times of crisis (2007). Problems in gaining access

34



Self-employmentand its influence on the vulnerability to poverty of households in rural Vietnam
panel data analysis

SELF-EMPLOYMENT AND VULNERABILITY 11

to credit would hamper the possibility to smooth income and recover from
external shocks. We therefore classify households as having credit problems if
they had applied for credit in the formal or informal market and were not
given the full amount of money applied for at least once between the waves
(Barslund and Tarp 2007). By referring to Sharon Danes and others, we use the
per capita income in USD to control for the issue that high per capita income
lowers the likelihood of falling into poverty and remaining in poverty (2009)
(Figure 3).

METHODOLOGY

As mentioned above, the four different survey waves were combined to form a
panel dataset. This makes it possible to apply a panel regression approach in
order to analyze the effects of the independent variables on vulnerability to
poverty. To take advantage of as much information as possible, a pooled
regression, a random-effect regression, and a fixed-effect regression are calcu-
lated. Because we have to deal with a bivariate independent variable, the
assumptions of linear regression as homogeneity of variance and normality of
distribution would be violated if a conventional regression model were used.
For this reason, a logistic panel regression model was chosen (Giesselmann and
Windzio 2012). The advantages of panel data analysis are the differentiation of
between and within variation, the possibility to control for unobserved hetero-
geneity and the extension of the number of cases (Giesselmann and Windzio
2012). Our analyses are based on a strongly balanced short panel dataset. To
analyze the time-serial dimension, it is necessary to test for the consistency of
the models. If the Hausman test yields an insignificant result, the logistic fixed-
effects model and the logistic random-effects model can be seen as consistent.
If the likelihood ratio test also produces an insignificant result, the logistic
pooled OLS regression does so, too (Giesselmann and Windzio 2012). We use
the estimations of the random-effect models, because the Hausman test yields
insignificant results in all cases. In the cases where the likelihood ratio test also
produces an insignificant result, the effects of the logistic pooled OLS regres-
sion are also interpreted.

THE IMPACT OF SELF-EMPLOYMENT ON VULNERABILITY TO POVERTY —
EmpiricAL RESULTS FOR RURAL VIETNAM

Overall, our data show that absolute poverty has declined over time. However,
we find regional differences in this poverty reduction. In 2006/2007, Ha Tinh
exhibited the largest share of absolutely poor households, at almost 65 percent,
while Dak Lak showed the lowest share at 47 percent. By 2012/2013, this distri-
bution had changed fundamentally, with Dak Lak exhibiting the largest share
of absolutely poor households, at just under 40 percent. Over time, we observe
the strongest poverty reduction in Ha Tinh, while in Dak Lak the share of
absolutely poor households has not changed. While we see a constant decline
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in absolute poverty in Thua Thien-Hue, it increased in Dak Lak and Ha Tinh
between 2007/2008 and 2009/2010 (Figure 4).

Although the share of absolutely poor households has decreased over time,
we see dynamic changes in the poverty status of individual households.
Between 2006/2007 and 2007/2008, Thua Thien-Hue exhibited the largest share
of households falling back into absolute poverty, at 30.9 percent, and the largest
share of households remaining in absolute poverty, at 67.2 percent. At the same
time, Ha Tinh exhibited the smallest share of households in both categories.
This distribution changed in the following years. While in Thua Thien-Hue the
share of households falling into and remaining in absolute poverty decreased
constantly, in Dak Lak and Ha Tinh the share of households in both categories
increased initially and then decreased. Finally, between 2009/2010 and 2012/2013
Dak Lak showed the largest share of households that were vulnerable to abso-
lute poverty in both categories (Table 1).

TABLE 1—HOUSEHOLDS FALLING INTO AND STAYING IN ABSOLUTE POVERTY AS PERCENT

2006/2007-2007/2008 2007/2008-2009/2010 2009/2010-2012/2013

FALLING STAYING FALLING STAYING FALLING STAYING
Thua Thien-Hue 30.89 67.19 30.51 67.17 22.93 54.63
Ha Tinh 16.30 52.83 27.44 61.69 21.15 50.37
Dak Lak 22.66 55.37 30.30 69.80 29.41 56.46

Source: Own calculations based on DFG-FOR 756 Household Survey 2007-2013
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TABLE 2—NUMBER OF SHOCKS PER YEAR AND HOUSEHOLD

2006/2007 2007/2008 2009/2010

HUE® HA TINH DAK LAK HUE* HA TINH DAK LAK HUE* HA TINH DAK LAK

economic shocks 2.23  0.92 0.46 1.44 5.84 7.99 5.42  4.76 5.38

natural shocks 44.34 57.60 29.34 36.52 27.04 42.70 33.65 37.63 39.48
individual shocks 19.78 23.96 8.29 23.92  32.87 33.64 34.77 45.01 29.34

Notes: Thua Thien-Hue
Source: Own calculations based on DFG-FOR 756 Household Survey 2007-2013

Besides regional differences in poverty reduction and in the dynamics of
households falling into and staying in poverty, regional and temporal differ-
ences in the occurrence of shocks can also be observed. Natural and individual
shocks seem to be the most dominant types of shocks. Although economic
shocks seem to be less common, the number of this type of shock per house-
hold has increased over time, peaking in 2007/2008 for Ha Tinh and Dak Lak,
and in 2009/2010 for Thua Thien-Hue (Table 2).

ANALYTICAL RESULTS

Initially, we used the number of income sources to analyze the effect of income
diversification on vulnerability to poverty (Table 3). It can be observed that the
probability of poor households remaining in absolute poverty is positively corre-
lated with an increasing number of income sources in Ha Tinh and Dak Lak.
However, no significant relationship can be found between the number of
income sources and the probability of nonpoor households falling into absolute
poverty. These results are surprising because they contradict the hypothesis that
a diverse income structure is related to lower vulnerability to poverty (McNa-
mara and Weiss 2005). We calculated a second model to control for diversity by
using the different income sources involved in a household earning a living to
verify the robustness of the other regression results. There, the significance and
the signs of the regression coefficients differ only marginally from the first mod-
els. This finding can be seen as evidence that the regression results are robust.

To take into account the fact that households that are located in the same
province are influenced by the same regional economic factors, we calculate
province-specific panel regressions to compare the effects of the independent
variables in these provinces (Table 4).

With regard to external shocks, we can see that poor households faced by
an increasing number of natural shocks exhibit an increasing probability of
remaining in absolute poverty in all three provinces. In Dak Lak and Thua
Thien-Hue, a higher number of natural shocks also raises the probability of
nonpoor households falling into absolute poverty. In contrast, an increasing
number of economic shocks increases the probability of nonpoor households
falling into absolute poverty only in Ha Tinh.
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