EMPLOYMENT AND UNEMPLOYMENT

Xanvier Ondin

This chapter presents a description of non-farm labour as it appears
from the results of the survey. The first section discusses the concept of
activity, labour and the labour force participation rates. The second section
gives an overview of the labour force characteristics and the thitd section
presents the recent evolution of non-farm labour. In the fourth section, we
examine wage labour. "The fifih section focuses on unemployment.

I. Activity, labour, employment

The implementation of the Doi Moi policy had a strong impact on the
situation of employment in Vietnam. Major features of job environment have
been modified, such as the process of job creation-job search, institutional
environment of labour, etc. A restructuting of the economy is taking place,
whose effects can be seen on employment through the disttibution of the
labour force by institutional sectors and industres, and through other
characteristics of the labour force. A process of regulation of labout supply
and demand has also taken place, showing an adaptation of the population to
the new rules of the cconomy.

A. The concept of activity and employment

The contour of economic activity appeats to be imprecise. ‘This makes
difficult any assessment of labour force partticipation rate or rate of
unemployment. Not only it is difficult to distinguish between non-active and
unemployed (unemployed ate part of the labour force), but also, to some
extend, some self-employed or family wotkers are not easily distinguishable
from non-active. In a family commerce for instance, the grand mother ot
some children can help irregularly, although they are present all day long in
the shop. In many family activitics, it is not possible to assess the exact
number of working members of the family. Duration of work is also
meaningless in this case, since active work and houschold duties are not
distinguished and that the time of waiting for customers is included in work
time (for that reason, no question on work duration was asked to the self-
employed). In this survey, some principles wete adopted to define people
having a job (work at least 32 hours in the month preceding the survey, and
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the question was even asked to non-active people and students); yet,
participation to labour force appears to be low.

Work status also is not casy to define in some cases. International
classification distinguishes between wage workers and self-employed (besides
employers and family workers). Wage workers “sell” their labour force to
others and get a salary from it. In fact, any person being employed by another
for any kind of payment falls into this category. ln Vietnam, the main
employer is the State (threc-quarters of the employees in the survey). Among
the rest of the employees, some work without any juridical frame, no fixed
salary, more or less casually. Some people only define their job by their status
of daily worker or casual worker without referring to any specialisation. They
are day-workers, (lam thue, lam muon), porters (boc vac) etc. They change
employers everyday, and it is difficult to say if they are employees or self-
employed (do they sell their labour force or a servicer). These kinds of
‘workers may represent up to 10% of the non-farm labour force!.

These considerations are important not only to mitigate statistical
results. They are also the effect of the labour situation brought about by the
reforms, with the attitudes of people to respond to it. Work environment is
being modified, conditions of earning one’s life are changed, and people adapt
their behaviour to the new environment.

B. Labour Force Participation Rates

1. Assessment of labour force participation rate

Labour force participation rates measure the share of population being
active, 1.e. having a job or seeking a job, in the population over 12 years old.
‘The sample does not provide national rates but brings interesting informaton
on partial rates, such as rates by sex, ages, area or region.

Labour force participation rate used to be high in Vietnam as compared
with other countries. In 1989, the overall labour force participation rate for
population aged 13 and over is 66.4% in urban areas (Populadon Census).
‘The change in economic activity brought about by the Doi Moi policy has
modified not only the distribution of population by industry or by kind of
occupation, but also has modified the conditions of economic activity and
labour force participation rate (LFPR). This rate appcats to be very contrasted
by region and by gender. It is also significandy higher in rural areas than in

urban, although in both ateas, only non-farm households have been
interviewed.

I'- In the following sections, these people are classificd in the activity they declare, with the work status
(usually wige-worker) they declare,
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Table 1 - Labour force participation rates

by sex, region and areas* Labout force participation rates are

determined  first by the structute of

Urban Rural Total . o .

- population by age. The heavier are age

Whole Country : ) .
Males 62 66 03| categories of 25-55, the higher labour
Females 50 57 53| force participation rate will be. On the
Total 56 61 58| contrary, a higher weight of the younger
North pgenerations (13-24) or of the older tend
Males o o U o the neral  labour  force
Femnalcs 55 61 57 0 '(_)\VC{" - 8¢ N ‘ ’
Toral 58 62 so| participation  rate  siace labour force
South participation rate are lower in these age
Males 63 66 65| categories. Other factors are the rate of
Temales 48 > >l schooling (for the 15-24 years mainly),

Total 55 61 57

behaviout of females in age of having
*: percentage of the population aged 13 and orer being  children, and other cultural factors.

economically active, i.e. haring a job or looking for a job.

labour force participation rates
depend also on labour supply. When labour supply is high, some pcople enter
the active population to seek work or take a job. On the contrary, when
labout shpply is weak, some people tend to get out of the active population
instead of continuing to seek a job or being unemployed. This explains also
the lower labour force participation rates of women and of the 45-60 years old
age categotry.

2. Labour Force Participation Rates by age and gender

We shall mention hcre three main  phenomena  visible at a
microcconomic level, which reflect most probably hehaviourgl changes in
progress. These are the drop in labour force participation rates of youth, the
drop 1n the one of women aged 25 to 45 and the drop for both males and
females over 45, as shown on figure 1.

Fagure 1 - Labour force participation rates by age and sex
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School enrolment is the main factor that explains low labour force
participation rates of the 15-24 years old cohort. Non-active individuals of
that age are not many. This drop is dramatic as compared with 1989
(Population census).

‘T'he drop ot female labour foree participation rates is sensible at terality
ages (20-45 years) and may be due to voluntary withdrawal from the labour
torce when labour demand is not high enough and jobs are left for males.
This behaviour can be seen in other Asian countries. However, it is more
likely that the drop of female labour force participation rates is due to the
necessity to take care of the children. Since childcare is not anymore in charge
of society (i.e. cooperative, commune ctc.), mothers have to choose between
paying high fees for child keeping or staying at home. Fees for child keeping
can be as high as a monthly wage, and therefore it is not worth working for a
low wage. In the central and southern part of Vietnam where the average
number of children per family is higher, the labour force participation rates of
women in age of raising children is also lower.

The drop of labour force participaton rates of people over 45 is due to
early retitement and layoffs in the State sector in the 1990s. This is detailed
further.

3. Regional differences in labour force participation rate

The study of regional differences in the labour force participation rates
of different categories can enlighten some determinants of the labour force
participation rates. The northern part of the country has the higher labour
force participation rates, the central part the lowest. In this region, the
difference in the age structure of the population of the sample, with a heavier
weight of young generation explains a significant part of the variation to the
national average (about 25%). But the two main factors that explain deviation
of the labour force participation rates of each region to the national average
are the rate of schooling and the atttude of women towards labour. In the
South, a lower rate of schooling is a sirong factor that explains higher labour
force participation rates as compared with the central part of the country. 'Ihis
factor is overcompensated by lower labour force participation rates of
females. Interestingly, the lower participation of women is not only due to
child rearing (specific drop of labour force participation rates of women
raising child can be isolated), but mainly to a “cultural” factor of female
actvity. '
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C. Dependency Rates

Dependency  rates measure the number of non-employed for 100
employed individuals. This index depends on the age structure of the
population, on the labour force participation
Table 2 - Dependency rates by~ Fate and on the unf:mpl()yment rate. It says for
region and area of residence how many non-active and uncmployed, people
- having a job must work. At a macro-economic

Urban Rural| Total .
NN BT T T level, the depende.ncy rates bting a measure of
Southl 141 136|140 the effort the nation must consent to educate
Total] 141 134 139 youth, supply healthcare to the disabled, old
and individuals unable to work. Duting the
demogtaphic transition, that is to say at a petiod where mortality has
diminished while fertility is still high, dependency rates tend to be high. When
in turn, fertility starts to decline, dependency tates also diminish and this
period seems to be favourable to development. ‘This is a period where the
heavy burden of educating young age cohorts is beginning to be lightened, but
where elder population is still relatively low, meaning that the burden of
pension and care of the retited people does not weight much in public
expenses. Vietnam is about to enter this period, but still carry the legacy of

high fertility of previous generations.

I'or that reason, dependency rates are very bigh. In the non farm
population of Vietnam, 100 employed people have to support 139 non-active
or unemployed persons. Dependency rates are higher in urban than in rural
areas (and probably higher in non-farm households than in farm households).

This rate can be broken up into different components as shown in the
table below. This shows that the main component of dependency is pupils
and students, the weight of which is as much as 53% of the dependency rates.
This burden should not be lightened in a near future since younger age
cohotts are still numerous. Yet, the
butden of children under school age Table 3: Breaking out dependency rates by

should diminish first due to the fall different factors

in fertility rates. I'or the rest, there is Uibanl Romal [ Toul
no expectation of change in the Children not at school| 9 13[ 10
factors that determine dependency Pupils and Students| 51| 55 53
rates, unless  labour demand Unemployed| 6 5 5

: . Non-active in worki i 1
increases strongly and brings about a onactive lnworking age) 21| 17) ]
? Old (60 and over) 13 10 12

decline tn non-active in working age P
> 6 l'otal

100[ 100 100

as well as unemployed.
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Conclusion

Demographic, economic and cultural factors interact on each other to
explain labour force participaton rates and determine activity. Participation to
activity is not only an individual decision, but also depends on family and
sociological environment. The direction of causality is not easy to establish,
TFor example, does child rearing prevent women to seek a job, or does the lack
of jobs let the women with no choice but housework?

Although the rate of unemployment is not high, there are indications
that the wcakness of labour demand is a major factor of the situation we have
just described, and is responsible for growing non activity among some
categories of the population. For example, some people have declared
themselves unemployed, although not looking for a job because, as they said,
there was no job opportunity for them. Furthermore, the number of self-
employed in non productive activides suggests that there is a problem of
underemployment which cannot however be formally established.

There is presently an overabundant labour supply in Vietnam, or a
reserve of labour supply, not to speak of farm population. In the same tme,
there is a self-reguladon of labour supply, at the conditions of the market.

II. Characteristics of the labour force

A job is defined by the status, activity, occupation, institutional sector,
and qualification. ‘l'here is evidence that the recent evoluton of the-
Vietnamese economy has brought about major changes in all these aspects of
labour. We shall consider here the non-farm labour situation as it appears
from the survey. We present fisst the distnibution of the labour force by
insttutional sector, activities and size of establishment. We shall then have a
look at regional and social characteristics of the labour force. This will allow
us to characterise recent trends of the labour market.

A. Situation of Iabour by institutional sector and activities

For sake of comprehension, we present several results below by
insttutdonal sectors as follow. The State sector, made of civil service or
administration on one hand, of workers of State enterprises on the other
hand, including joint-ventures of State enterprises with foreign partners. The
few employees of cooperatives in the sample have been added to this
category. ‘T'he next sector is the private scctor, including foreign enterprises
not in joint-ventures with a public partner. This sector 1s mainly constituted of
small enterprises. [ is not always casy to distinguish from family enterprises,
that do nor have employees outside the  family (all have less than 10
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employces). These family entetprises constitute the third sector. The last
sector is made of the self-account workets, i.e. people working individually.
T'his sector accounts for nearly hall of the non-farm Tabour force. Tt is also
not always separated from the family enterprise sector and the two scctors are
sometimes grouped in the presentation below.

1. Institutional sector, activity and status

Non farm labour in Victnam is made of three components with uneven
weights. The family and individual sector together represent 55% of the non-
farm labour force. State workers, either in civil service or in State enterprises,
represent 30% of the non farm labour force. The remaining 15% are workers
in the private scctor, mainly, as we'll see below, in small establishments.

The distribution of work-
ers in different sectors by in-
dustrics shows a relative spe-
cialisation of institutional sec-
tors in some industries. State en-
terprises for example are con-
centrated in manufacturing in-
dustry and construction. Family
enterprises and self-employed

Figure 2 - Distribution of the labour force by sector and
by industries

i Sell emploved 5

Family scclor
Private sector
[ State enterprises

Civil service B8

TR i

s 20w 40w eo%  men  raow arc mainly in commerce. Actu-
ally, mote than 80% of com-
mercial workers are self-em-
ployed or in family:enterprises.

mAchivity not specified W industry and construction

mServices and Admiin. COCommerce

A closer look shows more arcas of specialisation. The public sector,
besides administration, public services (health, education) and commodities
(public works, public transportation, telephone, electricity...) is more
represented in a few industries only (chemical and paper industries). The
private sector is present mainly in light industrics (food processing, garment,
furniture etc.) and in house construction. Sclf-employed and family enterprises
dominate the commerce sector, including restaurants, but also ttansport of
passengers, repait setvices, personnel services (such as hairdressers) and some
industrial crafts. In several manufacturing industry branches, all three sectors
are however significantly represented. This is an interesting feature showing
that different production systems, with different capitalistic intensity, different
technologies and workforce parcticipate to production. Garment production
for instance is characterised by mass production in large State factoties, some
of them with up to date technologies, but also by a self-employed production
in tailor shops as well as medium size private factories.
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Commerce is now the main activity in terms of number of workers
with 36% of the non-farm employed labour foree in the sample (in the mid
ciphties, employment in commercial activities was below 15% of the non-farm
labour force). The extension of commerce in the recent years is onc of the
main features of the evolution of the labour force in Vietnam. "I'he introduc-
tion of market mechanisms necessitated a development of distribution that
was far helow the level of neighbouring countries beforte the reforms.

LFollowing the end of testriction on commercial activitics, commerce
has mushroomed and has become the main job provider outside farming,
cspecially for people who had vo alternative but sclf-employment. "The need
for commercial activities has given job opportunities, avoiding tensions on the
labour market after the layoffs in the State sector. In the years 1986-1993,
43% of new jobs were in commercial activities (people in the sample who
started their last job). There ate indications however that we have come now
and that
sector will not absotrh labour at the same pace as in the past. In 1994.199¢,

to a point where there are too many pcop]e working in commerce

Al
commerce represents only 30% of new jobs.
2. Size of establishments

The weight of scll-employed in the non-farm labour force gives the
labour force a feature of scattering. "I'his characterises the tertiary scctor much
more than the sccondary secror. In industry and construction, heside sclf
cployed (working alone), we find a fairly well balanced distribution between
small (2-20 employees), medium (21-100 employees) and latge cstablishments
(over 100). Medium and large establishments are mostly State (central or local)
enterprises?,

~The evolution of the distribution of workers by size of cstabiishments
should he an indicator to follow in order to analyse the evolution of (he
cconomy. 1t is also interesting [or knowing the environment of labour
relations, and eventually implementing relevant policies.

2 The establishment is different of the enterprise. Some workers in an agency of Vietnam Aidines for
mstance will declare the size of their establishment, i.e. the agency where they work, which might be small,
although the enterprise is large. Consequently, there is an underestimation of large enterprises. However, the
mclicator of distribution of workers by establishment is more commonly used in many countries for practical
reasons. In addition, there are 8.4% missing values in the question on the size of establishment. This
mformation must therefore be interpreted cautiously.
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Figure 3 - Distribution of workers by size of establishments (excluding civel servants)
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B. Situation of Iabour by region

‘This survey is not made to give description of labour by region. We
only consider here regional features as a factor among others, which
characterises the labour force. And indeed, the regional contrast in labour
force distribution by region is very strong (sce chapter 3).

Notth has a relatively more important State scctor (40% of the non-
farm labour force) than the South (24%)3. On the contrary, the private sector
is mote developed in the South (which has 4/5 of the labour fotce of this
sector), while self-employed workers are equally represented in both regions.

Fignre 4 - Distribution of non-farm labonr force by industries and by region

North South

[ACivil service
8 State enterprises
O Private sector

D Fanly ent

M Self-employed

3~ I this saniple, the Southern patt of Vietnam accounts for nearly two thirds of the non-farm labour force

- . N e . .
of the country. \s a consequence, in absolute figutes, there are as many workers in the civil service in the two
repions and a bil more workers in the State enterprises in the Southern part of the country.
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The disttibution of the labour force by industty and by region is not <o
contrasted. "T'he main featute, as a consequence of the above distribution by
institutional scctors, is a higher share of service (and especially civil service) in
the non-farm labour force in Notth, while the secondary secror is relatively
maore represented in the South (the secondary sector and commerce employ
respectively 33 and 39% of people with a job in the South, 27% and 35% in
the North),

C. Social characteristics of workers

T'his sample survey has not the objective to produce statistics on major
socio-demographic characteristics of the labour force, this being done by the
GSO-MOLISA regular surveys. We only show here the contrasts in sex and
apc distribution and other social characteristics by sectors and industries.

I. Age and sex distribution of the labour force

l'emales constitute half of the employed non-farm labour force (one of
the highest rates in the world). "The drop in labour force participation rate we
have scen before is compensated by the fact that the absolute number of
fetmle population in age of work is higher, and also because unemployed or
workers in farming activities of our sample are mostly males. "Thus, although
the overall labour force participation rate of female population is Tower than
the one of males, the number of female wmkus having a job i non-farm
activities is similar to the number of males.

Due to the population structure I)_ﬂ'

Toible 4- Median age of workers and , _ :
age, the non-farm labour force is relatively

vhare of wemen by institutional sector : _
ann’znn’m/;y young, with a median age of 36 years,

L meaning that half of the labour force 1s under

Median [% under| % ] [ ] lisiril .
7 aee | 20y, | females|  that age. However, the distribution ol the
By sector] workers by age as well as by gender within
Civilservice] 38 5| 50l the different institutional  scctors  and
State entieprises 36 10l 471 industries is quite contrasted. Civil service has
Private sector 2 2 1 the highest age median. ‘I'his is duc © tw
';umly setior 33 25 52 . & gﬁ, o T t © ?\/(.)
" eifempioyed 7 0 5 Dnain reasons. l‘nsfly, people entering, the civil
T By iy service have a high educational level, and
Clndustry and| 32 19 42/ therefore get their first job older than the rest
: constraction of the wotkets (see the share of wotkforce
(mnmmu 37 11 72 - .
o T e -— under 26 years old). The second reason is that
Ll\l(ﬂ 36 14 20 ; )
Sdiminstiafion ET — 511 the public sector has reduced  recruitment
Total 36 13 51 these last years. State enterprises have a

labour force qlmll'u to the average, except the
share of workers 45 and over, which is lower. l'hls s a conscquence ol the
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lavoffs that occurred in the eatly 1990s and affected mainly workers in this age
categoty. This age structure together with the gender distribution also reflects
the important share of manufacturing industry and construction in the State
enterprises sector. Manufacturing industries (except textile and a few other
activilies) and construction tend to have more males jobs and employ young
workets. This feature is particularly striking for large centerprises in our
sample. Self-account wotkers are dominated by female labour, especially in
commercial activities. Neatly three out of four workers in commerce arc
women. At last, the private sector attracts relatively many young entrants on
the labour market and is therefore chatacterised by a high share of young
workets.

2. Social origin

Social origin is assessed her by the occupation of father of cach
individual (there are 38% missing values). irst, it is interesting to note that
30% of the workets had theit father in agticulture (42% of workers over 35
years old, 17% of younger). But oppositely to many countries, these people
can be found mote in the State sector than in self-employment. Agricultural
origin has sctiously declined through time and is also contrasted by region.

.

There are signs of

sector and date of birth - social  reproduction in
. - the samce scctor, if we
RS e e 70.0 I y 1 . l i s o
State sector } consder the P(..((,Cﬂt:\g(_
Non siate 60.0 - of workers now in the
00 State scctor and in non
@ W
400 poyer v State sector, whose fa-
o ¢ ‘ 300 '“S:“‘c ] ther was in the Srate
seclor
200 | sector. Not surprisingly,
| . .
10.0 there arc relatively more
S 1952.61 1962-71 ~197?

workers in the  Stale
Date of birth ' sector who also had
their father in the State

sector. On averape, hall
of the State or State enterprises employees had their father in the State scctor,

while less than 30% of those who are now in the private or individual sector
had their father in the State sector. But the gap has been widcening considera-
bly in the last twenty years, for the generation born after 1970. This means
that in the recent past, the State sector has recruited mainly among the sons
and daughters of its personal, while it is the opposite in the non State sector,
The endogenous character of employment in the State sector has developed
recently and may have been accelerated by the market cconomy.
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The same phenomenon can be shown for education. More than 90%
ol individuals whose father has a university level have completed secondary
school, as compared with only 30% of those whose father has only a primary
certificate or less. T'he gap is wider for young workers. Since most cducated
people work in the State sector, it contributes to create further social
discrimination.

Work status is also contrasted
when considering living standards of
families. In poor families (17
quintile), the share of self-employed

Lignre 6 - Distribution of the labonr force by
work status and inconse quintile

100% is more important (54% of active
80% individuals). Likewise, the share of
60% |°F wage wortkers, and above all of
10% entreprencurs  with  their  family
z:j . labour, increases  with  living

standards of families. Notc also that
there are more unemployed in poor

1 2 3 1 5

ttousehold income quintile

"W Chu doanh nghitp

A That nghi¢p |
!‘ LAm vitc & noi ndo khdc !
O Tu fam vide !
7 Lim vitc trong doanh nghiép ciia chd ho

families (10% of the labour force in
the 1 quintile, only 4% in the 5" -
sec scction V). Undoubtedly, this s
the sign of different labour (and

‘ income) opportunities by situation
of famjly regarding income.

III. Evolution of employment in recent years

A. Analysing the labour market as a system

Iivery year, there are people entering the labour market and people
exiting it. Tn fact, since it 1s not a market as such, it s more accurate to speak
about people who start a job or an activity and people who cease a job or an
activity, We however utilise the words “labout market” in order to simplify.,

The labour matket can be analysed as a system, which is fed and
regencrated by new entries that replace exits due to termination of activitics.
Since there are more entries than exits, the system'is in expansion. Normally,
entrants come from the education system or were previously non-active; thesc
flows “feed” the labout matket. Since we consider only the non-farm labour
market, workers in agticulture are outside the system and the flow of farmers
coming to work in non-farm activities also feeds the labour market. Tn
addition, we analyse the domestic labour matket, and wotkers coming from

i
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abroad are a supplementary flow. Of coutse, agticulture as well as abroad
N

are also exit gates for those who leave the labour market.

‘The 2'511?vey data allow us to present an analysis of the labour market in
terms of flows and this on a ten years period of time. It offers a complete and
consistent picture of the labout market and in the same time details all links
between different parts of the system. Mismatches and drawbacks at cvety
point of the labour matket can be pointed out. All these flows can also be
described  for subcategoties of population, and one can compare the
importance of different flows according to charactetistics such as gender, level
of education, previous experience etc. We present hereunder a simple analysis

for the period 1993-1995. )

'I'he main feature of this evolution is the relative decline of the State
scctor (civil service and State enterprises), form neatly 50% of employment in
1987 to 30% now. The individual and family sector and the private scctor
bave expanded. Unemployment is also on the rise, but petiods of
unemployment in the past may be under-recorded.

B. Entering the labour market

"I'he number of people entering the non-farm labour market has heen
rising at a2 moderate pace in the last twenty ycars. The effect of the reforms
can be seen in the chart below with a peak in the number of people who
withdraw from the labour market around 1990. At that time, the growth of
the non-farm labout market slowed down to around 1.5%, from 2-3% beforc.
Since then, it has come back to former rates of growth, but the trend suggests
that an acceleration of the growth rate is about to occur. A growth of morte
than 3% of the non-farm labour force in the coming years can be expected.
After 1990, the number of people leaving the labour market tends ro diminish
but the number of people enteting keeps growing. T'his is a2 main indication ol
the expansion of the non-farm labour market. Thus, the non-farm labour
market has not yet “exploded” but is probably at the verge of a more rapid

expansion.
e
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Fignre 7 - Number of individuals entering and exiting the non-farm labonr market
in the last 20 years
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Number of peaple in the sapaple who enter and leavs the labour market by periods of two years. The number of deceased people is an hypothesis
to nuike the piciwre consistant.

T'he age of entry on the labour market is an important variable, which
determines the pressure of supply on the market. When the average age of
entry 1s growing one year, this is a whole cohort (up to one million people for
all Victnam) who will delay entry on the labour market (excepted in situations
such as the one described below).

The recent evolution suggests that, on average, people tend to find
their fitst job older than in the recent past. The average age of entry on the
non-farm labour market has gone up more than one year, from 20.5 years old
ten years ago to 21.5 now. However, this is not linked to the rise in school
rates, as could be expected. The average age of entry on the labour market
scems to have gone up because more former non-active people enter the
labour market late (over 30). The average age of entry of people under 28
veats old has been constant in the last fifteen years and the rise of the average
age of entry is due to a greater share of people who first enter the labour
market; in their thirties of later. ‘The share of peomle over 27 when they get
thetr fiest job has jumped from 6% in the bcgmnmg of the eighties to 14% in

1995-96, with a peak of more than 15% for women around 1990 which
explains the curve of female age of entry in the chart below. Note that people
coming, late on the non-farm labour market can have had previous )ob in
agricultute.

Sectors of entry on the labour matket have significantly evolved in the
last 20" years. Figure 5 shows the importance of each scctor in labour
absorption (for people who enter for the first time in the labour matket)
through time. It is interesting to see that though the part of State (Civil service
and State enterprise) has been declining steadily since 1977, there is a reversal
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since 1991, ‘T'his year is the starting point of the reform of State enterprises.
I'his reform has brought about mass lay-offs, but in the same time, many State
enterprises started to recruit younger workers. It is clear that nowadays, the
State sector plays a dynamic role in job creation.

Starting (rom a low point, the ptivate sector is also dynamic in as {ar as
job creation is concerned. It is now the outlet of 25% of labour market
cntrants as compared with 5% in the years 1977-79.

'The role of self-employment and micro (or family) enterprise in job
creation seems to have reached its limits. Although it is still the main scctor in
which non-farm wortkers start their work life, its part seems to be declining. 1t
has played a main role duting the period of restructuting of the cconomy,
particularly with the dramatic extension of small trade. But this cxtension
cannot po beyond some limits and the teversal seen on the chart demonstrates
it. Sclf-cmployment has been an efficient buffer when cooperatives and many
State enterprises were disbanded, but policy makers should not rely too much
on this sector to absoth labour supply in the future.

Vignre § - Sector of entry on the ‘labonr marker” since 1975
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This data apply only to people who are still in the labour marker.
Consequently, as we go back in time, we lack informatibn on people who arce
not active anymore. ‘

As for scctors, activitics of entry have cvolved in the recent past.
Betore 1987, civil service used to be the outlet for neatly 20% of the active
population. The share of commerce was at that time about 30 to 35%. After
19806, the share of commerce grew up to 45% while civil service diminished
significantly. This shows the first effect of Doi Moi on job creation with a
prowth of commerce for a few years. From 1992 on, onc can sce that the
share of commerce is shrinking, while services and manufacturing industrics,
topether with construction, are the outlet for more and more people (53% in
1994-95 against 44% before 1987).

68



s

1

CEPRIH-MOLISA/ORSTOM

C. In-flows to the [abour market

1. Feeding the labour market

‘I'he domestic non-farm labour market is fed through several channels.
1'he rwo most important are the outlet of education system and exit from
non-achvity.

‘I'he natural source of labour is made of the output of the educational
system. The analysis of the results of the survey shows that the main source of
cnteics on the labour market comes from the educational system. But in many
cascs, there is a detour through non-activity. In other words, many young
people do not start working right after they terminate school or university, but
2o through a more or less long period of non-activity or unemployment.

The non-farm labour market is fed marginally by people who come
from agriculture. Presently, it is lower than 5% and has probably been higher
in the past (this is difficult to asscess because information on first job for
people who are now non-active is missing). For the moment, the main result
is that today in Vietnam, migrants coming from agticulture do not yet shape
the non-farm labour market.

People coming back from abroad are also a soutrce of entry on the
labour market. In fact, the results of the survey show very little impact from
this source. This is duce to the fact that people coming back from abroad do
not enter straight the labour market, or work in agriculture when they return.

2. Flows from the education system

“I'he education system is the original teservoir of the labour market. Tt is
the ongin of all flows that finally lead to labour. "L'he direction and intensity of
the Aows out of education has changed through time. Thesce flows cotrespond
to the outlet of the education system as shown in figure 8.
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Figure 9 - Outlet of education 1977 1995
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Up to 1992, mote than half of people who were leaving education .
became non-active ot unemployed. After some years; they found a job. 'L'he
profile of these people shows a lower educational levelithan the average. They .
lcave school eatly. l

‘Ihe importtance of non activity as outlet of education shows a
malfunction of the system, whete people have to wait and stay non active
after they have completed school and before they start working. "I'his petiod 1s
not used for job search (this is the case of unemployed), but for homework or
militaty service. or the lower educated part of the labour force, this period of
non activity averaged 6 to 7 years in the last decade (form age of 14 o 20-21);
for the better educated, it averages 3 years (from 19 to 22). T'he decline of
non-activity as outlet of education, although tempered by a growth of
uncmployment, shows an improvement in the work of the system, which
might he a consequence of the spreading of matket mechanism.

The three economic sectors where those wha find a job right after
finishing school may enter have not the weight as they have on (he labour
market. State sector is over represented, because most people who cnter the
State sector come straight from education. On the contrary, people who
become self-employed usually come from non-activity, and only 20% of those
who finish school become self-employed right after school.

3. Flows from non activity to labour

Non activity is the second pool where people: who start 2 job come -
from. 1t 1s comparable to the education system in terrjhs of size of flows. But
the way it works is totally different. As can be seen in the chart, the flows 0
and from the labour market are comparable in size. Most of those who leave

70



CEPRH-MOLISA/ORSTOM

B - B N
'

the labour market to become non-active are still in working age and some of
them re-enter the labour market Tater. This shows a discontinuity in working,
carcers, as well as the weakness of labour demand. A typical pattern is leaving
the State sectot to non-activity and then re-entering the labour market as self-

cmployed.

Unemployment works in the same way as non-activity in this system.
The in-flows to unemployment are cqually coming from the labour market
(people who worked before) and from education or non activity (people who
never worked)

All flows in and out each component of the system can be detailed in
the same way. More interestingly, one can study and compare flows for
different sub-population, by gendet, level of education or occupation of father
for example. We show below the overall system for educated and not
educated people.

l‘or educated individuals, the State sector is the main outlet of
cducation, and the cducation system the main pool of labour supply. It is just
the opposite for non educated, whose labour supply mainly comes from non-
activity, and who rather join the non-State sector. Duting the petiod 1993-
1995, rhe balance (entries minus exits) of both sectors is positive, but the
individual and private sector is more dynamic.

In the State sector, the rate of retitement on onc hand, the rate of
transfer to the non State sector on the other hand are quite high, both for
cducated and non educated. ‘Though less important than in the past, these
rransfers are a significant flow for the non-State sector, mainly to self-
cmployment rather than to the private sector.
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D. The labour market 1993-1995
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IV. Wage labour

In this sutvey, wage-labour was defined as employment outside family
(in a restricted sense of household) implying a wage other than income from
own activity ot enterpsise. This definition encompasses a wide variety of
situations derailed hercundet. We shall first describe this population, then see
some aspects of working conditions, and finally analyse labour income.

A. Who are the wage workers?

1. Socio-demographic characteristics

Wage labour in Vietnam is dominated by the State sector. State is by far
the main employer, either directly or through its enterprises, with nearly three
quartess of the wage workers. Demographic characteristics of employment in
different sectots are quite contrasted, with {emale labour relatively more
present in the State sector, and a younger manpower in the non-State sector.

This is a consequence of a higher number of new entrants joining the non-
State sector, as seen above.

Table 5- Median age and distribution of wage workers by tnstitutional sector and sex

Males Females Total

% % Age % Age % Age
Civil service 30 39 38 36 331 38
State enterprises 38 36 42 34 40 35
Private enterpr. >10 emp. 10 28 9 25 0| 27
Familt & Private ent. <=10 emp. 22 28 10 27 17 28
Total| 100 351 100 34 100 34
incidences| 813 637 1450

Contrast in educational level is also remarkable, with 90% of civil
SCLVants having at least a lower sccondary school cestificate, 63% in State
enferprises, but only 45% and 32% in the private sector (enteeprises with
mote than 10 employees) and the small enterprises sector respectively (see
chapter 4). imployees of this last sector are in this respect very similar to sclf-
account workers. "T'he general level of education is lower among younger
workers, but this decline is mostly found in non-State sector.

Social origin is also contrasted by institutional sector. We consider hete
the scctor of father when the information is available (58% of cases; missing
values are randomly distributed by sector). State sector employecs more ofien
come from families whete the father was also \V()rkih(g for the State sector (the
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relation is sall stronger for civil

Fioure 10 - Sector by sector of father scrvice or  State enterprises
‘ ‘ only). More than half of civil
Apriculture | servants had theit father in the

120 |

State sector. Put in the other
‘ way, mote than half of fathers
in civil service have their
children in vl service. By
contrast, few people (25%)
coming from families where
the father was self-account
worker (or wortking in family
business) joined the civil
service.

ot Cuvil service

Pr e X suate ont ‘

Tt is also interes-
ting. to note that most people
(85%) whose father was a
i farmer arc now i the State

—0O— (il service ) —State enterp Private

Fars sham the seitm of futher (with wber of cases in the samph). Vor cmty, SCCtOL. Undoubtedly, the State
sector has been a powerful
mean of socdal change (ot
people coming from agriculture. This feature mostly concern individuals over
35 years old.

2. 1'ypology of employees

Beside civil servants and State entetprise workers, we can define several
categories of employees, according to the charactetistics of their enterprisc.
Privale sector employees in establishments with more than 10 employees
represent a small part of the population of wage wortkers. Employces in
cstablishments with 10 employees or less are hereunder split into two
categories: employees of small establishments and casual workers. Casual
workers are day-workers, defined by their occupation which is not cleatly
specified (they have no specialisation), generally in a precatious situation in
regard of job. We add here family helpers, who were not included above and
are not considered as wage workers. They are employed in an enterprise run
by someonc in their household. Typically, they are’spouse or children of the
head of a family business.

(Charactetistics of these different categories are listed below. They show
discrepancices at all levels, including in spatial distribution. Recent evolution of
the labour matket, as shown by the shate in each category who entered the
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labour market since 1990, can be seen as a prediction of forthcoming
evolution. Tn particulat, precatious jobs in small enterprises and casual labour
arc likely 1o grow faster than protected labour.

Table 6 - Characteristzcs of different calegories of emiployees l

Protected labour Non protected labour ALL
o Civil | State | Large | Small | Casual I’amil_y
Service Enterp.| Priv. | Priv. | labour | sect.
Number in the sample 482 535 182 220 33 289 1741
" % in the sample 28 31 10 13 20 17 100
b % females 50 45 471 27 30 57 46
% under 35 33 40 73 71 85 68 51
% witlh primary degree or less 3 15 35 44 S8 40 22
________ % with University degree 43 16 12 2 6 1 19
T % with formal training 70 54 32 19 15 S0
% with written contract 82 79 57 14 15 - S5
/i;-c_/_'ugc income (000 dongs / month) 620 700 790 475 635 = 715
% cntered labour market since 1990 15 20 50 42 42 41 29
R %inthe North| 49| 47| 14 Is of 27 36
- % in rural areas 35 26 29 26 421 48 3
% in industry and construction 3 59 69 58 36 26| 3%

2o gores the shore of coch labonr category having given characteristics. or instance, 43% of employees of Civil Service bare a University degrec
(e 57% have not). This is well above of the arerage (19% for all)..

‘These discrepancies can be summarised as protected labour and non

protected labour. In the former categories

B. Working Conditions

>

employees have contracts and
higher wages. They are more trained and educated. Unprotected labour has
opposite characteristics, and seems to expand in recent years.

We first consider the institutional environment. of the job, and shall
then see work duration, fringe benefits and safety standirds.

1. Justitutional aspects of labour

The Dot Mot reform has brought about a major change in labour
institutions. ‘The termination of wage contract for hundreds of thousands of
workers and the dissolution of many cooperatives has considerably modificd
the institutional environment of labour for the majosity of the population. We
shall concentrate here on the intervention of State or organisations, as well as
some juridical aspects of labout (contracts).
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1.1. The role of State

The main intervention of Stare in labour 1s as an cemployer. As an
cmployer, the State can efficiently influence the forces ot labour wmarker,
starting with the level of remunctation. Tt can also implement soctal policies
that shall later be extended to all sectors. 1f there are no major obstacles 1o
labour mobility, the State employment policy for its own workers will
determine the flows of labour supply. |

‘The present situation shows two major features. First, State employees
have on average a lower wage than workers in other sectors, markedly for the
betrer educated part of the population. In turn, State employees have more
non wage benefits, including social sccurity, and a more stable position. The
lirst conclusion would be that these advantages compensate wage dilference,
and that stability as well as social security are very much valued by Stare
cmployees. The extend to which social benefits (including pension) refrain
workers mobility is an important question that will determine the evolution of
the labour market in forthcoming yearss. ‘The success in implementing social
benefits in the private sector on one hand, wages policy in the State sector on
the other will be the factors of balance between the two main arcas of the
labour market. Moreover, some non economic factors, like the socia
consideration attached to position in the State sector, also determine the flows
in labour supply.

‘These factors are probably important. Flowever, we have considered
average figutes. There are private sector's employees who benefit substantial

non monetary advantages, and there are State sector employees (especially in

State  enterprises) in an
unstable  position.  The

by labonr registration (labour booklet) evolution of labour in this

| % Average respect should be
with income o
S nttored closely.
wBR No wB lnc. me tored ¢ )
wB

_ Civiisevice 31| 693 823 asal | 1.2 Conuracts
- State sector enterprise 57| 746 807 524

~ Collective sector 15| 800| 1855 13 I'he  sitwaton  of
Family enlerprise sector 0| 557] - 41 wotkers 1n rcgﬂl‘d to therr
o Private sector 7| 748 1306 345 contractual  position s

fointventure| 30| 747 1595] 43| | jmportant in as much this
Total 331 721} 861 1450

- factor  determinc  job
protection. Indeed, the

4. the weight of these factors depends on the balance between labour supply and demand. In a situation of
over supply, stability in the joby is more valued. Should the situation be modificd with labour shortage, even in
some specialities only, job stability would become less important (and salaries more attractive).
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situation of workers by institutional sectots in this matter is very contrasted.
Moreover, there is a strong relation between contractual position and wages.
Pcople with no stable contract, or no labour booklet (more significantly), have
on average lower salaries.

Jhis result goes in the sense of a scgmentation of the labour market as
hinted before. But it introduces morte subtle distinction, showing that some
State enterprise employees are in an unstable position, while some private
scctor workers have a stable position.

1.3. Membership of organisation

Questions on membership of mass organisations have been asked only

to wage workers. 1t is assumned that sclf-cmployed cannot be members of

wotkets trade unions. The trade associations are not yet very common, bui
should they develop, they could concern some  sell-cmployed  (either
professional or people involved in local public life).

Membership of mass organisations tends to be concentrated i 1he
public sector. This is the case ol trade unions, with less than 10% of non-State
workers actually members. 'T'he sample is not big enough 1o make precise
cvaloations  of the membership of trade unions in - different activities.

Nembership o trade unions ot other organisatons 1s noft linked to the level
of salaries.

Talde 8 - Percentage of workers mewbers of mass organisation by labounr statns

Civil State Private Private Casual | Total
service |[enterprises| enterpr. enterpr. labonr
>=10 emp.| <10 emp.

Trade unions 87 80 {4 4 1207 e
Professional association 19 9 3 2 0 I
Other organisation 34 26 517 Al T3 3

2. Work duration

2.1. Daily and weckly hours

‘The average duration of work is 8 hours a day 6 days a week. These
fipures or 48 hours a week are the mode of work duration, and correspond to
the provisions of the labour code for most activities. About one petson out of
eight wotks less than this legal duradon, probably because their duty requires
fewer hours (many are tcachers for instance). A small amount of rhe
croployees (3%) works less than 24 hours a week.
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Outside civil setvice where, as mentioned, some people have shorter
work duration, 7.5 % of the people declare work duration less than 48 hours.
1f we consider that only those who work less than 40 hours a week can be said
to have a part time job, then a bit mote than 5% of the employees outside
civil setvice work part times. It cannot be shown here if work time ix a
deciston of individuals (people wishing only a patt-time job) or it it 1s due to a
lack of orders in their enterprise. However, there are not more women or
clderly among those who work part time, these two categories being olien
motrce represented among part time wotkers in other countries. They are more
represented in small enterprises. 'Ihese two factors suggest that most part e
workers are in fact under-employed.

Table 9 - Non civil servece workers by work duration per week and enterprises

<24l | 24-39h | 40-54h | >54h Total

(=100%)
State enterprises 1.3 1.8 79,6 17.2 599
Ptivate enterpr. >=10 emp. 1,2 7.1 65,7 26,0 169
Private enterpr. <10 emp. 3.0 6,0 452 458 166
Casual labour 3,1 9,4 40,6 46,9 6/
Total % 1,7 3,9 69,0 254 100
No. 17 39 689 253 9298

On the contrary, 25% of the employees work more than 54 hours a
week, and there are mote in small enterprises. Flowever, it scems that this
overwork is not regulatly paid as overtime. In other words, many workers
have a work dutation over 54 hours a week as a regular duration. This
situation can be found in all kind of enterprises, although overtime 1s paid
morc often in public sector entetpiises.

2.2. Yearly duration

Some employees stated work duration per month less than 1 weeks,
meaning that they are not employed full time. Again, they can he found in the
private sector where they are over 10% of the sample. "T'his is another
indication of underemployment probably due to a lack of work 1 the
enterprise. Although the teason for working less than a full time was not
asked, the distribution of people working undet notmal time by kind of
enterprises is an indication that working less is not a choice of the employees
(the distribution would be more even).

5

ta this survey, only individuals working at least 32 hours per months have been included in the labour
loree. People working less than 32 houts are considered as non-active. Among, the non active m age of work
(15-065 years old), only #% have declared a small part time wotk.
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Workers making part time
on weeks time or working less than
4 wecks are usually not the same

Table 10 - Non civil service employees by number
of weeks worked by month and kind of enterprise

_ <4 weeks | 4 weeks (13 cases in bold characters in the
X No.| % |No| % table below out of a total of 99

State enterprises| 1] 23| 5821 977 people working part time on a
Private enterpr. >=10 emp.] 17 10,11 151 89,9 ‘ .
monthly basis).

Private enterpr. <10 emp.| 17 10,41 146 89,6

Casual labour| 10{  16,1] 52| 83,9 At last, some people do not
' Total| 61 6,11 931 93,9

wotk all year long, having a
scasonal occupation or working
enterprises subject to high seasonal variations. Very few wage workers scem
to suffer this kind of situation.

T'his study of time duration gives indications of underemployment at a
reasonable extent among non-farm
cmployees (we'll see that as for sell
account workers, the question must
be dealt with differently). Around
10% of the employees (outside civil
scrvice) do not work full time or
cveryday. One can hypothesise that in

3 weeks 6 18 9 33
most cascs, these people would work 4 weeks 41 658  232| 3l

Table 11- Distribution of employees*
sample by honrs worked by week, and
weeks per rnonth

<40h. 4054h. >54h. Towl
1-2 weeks 7 9 0 A

more, and this problem of undet- Towl| 54 685 250 9RO
cmployment must therefore be related
with the oversupply of labour we have
scen before. ’

* civil servants ot inelhded

Underemployment is not a well defined concept. People may be under-
ctuployed 1n many ways, and noticeably when their job is under their
qualification. Time is a good measure unit of underemployment for people
whose activity is seasonal, especially farters. In all cases, it has 1o be related
with income and with a measure of productivity. Some people may work full
time and cven overtime with a very low income, low productivity and low

satisfaction. Some people wotking a shorter amount of time might be more
productive.

3. Security and safety standards }

I'wo questions wete asked to all employees about hygienic and safety
conditions in their place of work. The question beingaddressed to employees
in a wide variety of occupation, the information it gives is the perception of
these condifions by the employees, not the objective conditions which would
require a specific investigation in the place of work. Nevertheless, some
employees complain about unsatisfactory hygiene ot safety conditions. We
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consider 10 sclcclcd\' activities where safety and hygicnic conditions are a
more acute problem. fn the sample, transport and constraction are the two
sectors where employees show  the greatest dissatisfaction 1 safety and
hypiente stndards,

Lable 12 Degree of dissatisfaction with safely and hygiene, and protective equipment in

selected uctivities
| - Total No. in the % not satisfied | % withoa
_ sample with safety and protective
e [ hyglene standands | equipman
[Faod nwanlactariog, 63 | v
Garment and footwear 163 1 oo
Papes, prnnng, plastic and chemical indusiy 53 4 2l
- .\lunl clectric and machines industrics 54 P
~ llouse construction| 10 BEE 1Y
h ,.l‘;;“,m;‘;““ ol ‘)‘.-\Vssx‘n};c vs and merchandises 79 BT N
. . Repate services o o540 6 T

C. Salacies, fringe benefits, extra-activities and fncome.
I. Earnings from labour

The change i economic policy and its effect on labour status has in
turn a strong impact on labour income. The main tncome of houscholds is
not wage, but profit from self-account activities (sce annex 1). Hven wages arc
only a parc ot income of wage workers. Additional bonus, income tfrom other
acrivities and fringe benefits add ro basic wages. These income complements
are very dilficule to estimare; they are also unequally distribured among the
coployees,

L1. Components of labour income

In the survey, several questions were asked abour salaries and
complements. Basic wages count for 63% of fotal labour income ot
employees 1 the sample. However, it is believed that all monetary income
tipures are underestimated, and underestimation is greater for bonus and other
non regular part of income.
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Table 13 - Average salary by components and areas

Hanoi, HCMC Other Total Dift.

Income* % Income* % Income* % %ot*
Satary 592 63 371 62 482 63 59
Bonus, extra time 211 23 121 20 166 22 75
Fringe benefits 103 11 82 14 923 12 26
Other 30 3 25 4 27 4 19
TOTAL 936 100 599 100 768 100 56

* Vhonsands dongs per month, ** Difference between average of Hanos and Ha Chi Minh City on one hand, average of other regron on the
other hand, in perventage

1.2. Distribution of salaries and extra income

Median basic salary is 400,000 dong in the sample. The range, between
the 10™ at the hottom and the 90™ at the cellar of distribution is 1 to 4.4, i.c. a
fairly cven distribution. Moteover, taking in account extra incomes and {ringe
benefits reduces the range to 3.8/1. Median total labout income thus ranges
from 450,000 dong per month in rural areas in the North to 830,000 in o
Chi Minh City. The total labour income median for the whole sample is
640,000 dong.

This distribution is strongly influenced by wage policy in the State
scctor, which is quite egalitatian. The impact of wage reform in State
enterprises, with a better remuneration of executive position, is still weak.
IZven the declared extra-wages or fringe benefits do not

!
1.3. Periodicity and mean of paiement

Monthly wages are by far the most common way of paying employees.
This is due to the predominance of civil service and State employces among,

the sample. State usually pays its employees on a monthly basis (99% of cascs
in civil service),

Day wages of picce wages ate more common in some industries, such
as textile, wood or metal, and above all in construction (ncarly 40% of

workers paid on a day basis). However, in all these industries, monthly wages

temains the rule for the majority of employees.

Wage labour remains governed by State mean 8f payment, i.c. monthly
wages. By contrast, all the employees are paid in cash {except 3 out of 1443 in
the sample). Means of payment as well as mode of payment are interesting
indicatots of labour status to be followed in the future.

y
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2. Determinants of salaries

A mulaple regression provides some informaton on how salaries arc
deternined, or what are the variable that explain the level of salaries. The Y
variable is the total amount of monthly salary, including extra hours, bonus
and a lump sum for fringe benefits (see annex).

The main difference in salaties concerns the locaton of acuvity.
Salaries in [ lanoi and Ho Chi Minh City are substantially higher than in other
ciries or i rural arcas. In addition, wages are higher in the South, all other
things being equal. In the model, that 1s taking in account sex, tramning,
cducation and scctor, average salary are higher in Ho Chi Mmb City by more
than 30%, in Hanoi by 18%.
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training is still valuable.

Formal traiming includes

vocational or technical
| school, training in bip
enterprisc or in a private
agency or in the army.
Since vocational schoul
in 1tself does not have a
positive  impact  on
wages (see figure 7), the
other kinds of training, especially training outside the school system, have a
higher impact on wages.
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lducational level ts also linked to wages, but the mmpact is weak. This
means that having a higher degree only brings a supplement of 3% in income.
In fact, as can be seen on the figure below, only University degree has a
significant impact on wages. In other words, education has a goeod rate of
return only for graduate of University. The range of average salaries by
cducational level is not wide, espectally in civil service.

3

0 s e be seen from the people who have paid for training and have on average higher wapes. FHowever,
only 9% of the sumple declare a cost for training, while most of those trained in the formal sector did not pay
teces. ’
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I'he regression also gives wage differential by industty and institutional
scctofr, the main tesult being the lower wages in civil service (all other things
being cqual). There is no doubt that nominal salatics are lower in the public
sectot, but the same difference for total labour income, including bonus and
fringe benefits, is questionable. 'Thus, the 14% difference given in the model
could also be the average underestimation of complementary income by civil

- servants., /

Although many dummy variables were introduced to measute wage
differential by industry, the only significant sectot determinant is the private
tertiary sector (especially in transport) were wages are significantly higher.
Together with the difference in civil scrvice, this adds on average 25% in
favour of the non State sector in tertiary activities. By contrast, wages in
manufacturing industry and construction ate evenly determined by industry.

Institutional aspects appear also  significantly  with  two  dummy
vartables, one of the fact of having a contract, the other one of having a
working booklet. Both vatiables can be interpreted as a proxy for integeation
and stability in the job position. Wotkers who have a contract of any kind and
those who have a labour booklet have on average better wages (stability in the
job, as measured with these variables, determines more bonus and fringe
benefits). This result is very impottant, because it might show a growing
discrimination between stable and unstable labour force, and contribute 10
further segmentation of the labour market. 1t requires a closer look, taking in
account the attitude of both employers (including State ot State enterprises)
and employees towards contract ot labour registration.

Gender discrimination is significant, although not very important once
other wages determinants are taken in account. In fact, gender disctimination
is also measured by the presence of more women in scctors or positions
where remuneration is lowet, such as civil setvice. In the model, direct gender
discrimination is mcasured as a differential of 8.5% in wages. On average,
average wages of female is 21.5% lower than males,’ lcavmg 13% of wage
difference due to indirect discrimination.

Lixpetience appeats in the model, principally with the number of years
in the present occupation. One year experience tises the wage of a bit less
than one percent on average. This is not considerable, but introduce a normal
cffect on wage determination. In addition, employees having children have
also a Detter wage, all other things being equal. Although this is not an
cconomic variable, it can be seen as a proxy for overall experience.

‘Time duration has no effect on total labour income (althouglh it appears
if regressed on basic salary only). The position (supervisor, qualified - non
qualified worker etc.) does not determine the wages neither, for similar level
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of education. Family pattern, or social origin, does not affect the wages, and
this can be interpreted as a good functioning of market mechanisms in
determining individual wages. It is the same for trade unions or other
organisations: membership to these organisations does not modify wages,

\

Conclusion

Although the determinants of wages show some rationale, it also raises
some question on how labour market works in Vietnam. First of all, the
discrepancy between megapoles (Hanoi and Flo Chi Minh City) and the rest
of the country on one hand, between North and South on the other s the
mark of a non integrated labour market. Although "tradigonal" variables such
as education, training and experience appeat in the model, and are statistically
significant, they explain only small variations of the wages. In fact, the main
question is the flat distribution of wages, or the weakness of the wages range.
Such a distribution should not create strong motivation for better educated or
experienced wortkers, and it is likely that extra income or extra economic
benefit (such as job stability, power etc.) come in addition to wages.

V. Unemployment

Introduction

As for activity, the definition of unemployment in the survey raiscs
some difficulties. l'ollowing the international definition, unemployed are
people who have no job but are actively looking for a job?. Beside the fact that
a few people consider that selling cigarettes in the street or helping their
mother at the market is not a job (and then consider themsclves as
uncmployed even if they have a job), the reality of job search cannot be
asscssed satisfactorily. Some people who declared themselves unemployed
were found not to ook for a job (and then discarded and put with non-active
populaton). I'or the rest, the duration of unemployment and the way people
seek a job raise doubts,on the active character of job search.

This does not mean that unemployed in the survey are “fake”
unemployed. Tt rather shows how thin the limit between non-active and |
unemployed (and sometimes between some activities and unemployment) can
Ie. Thus, in economic analysis, unemployment should rather be considered as

7. Some people have been actively looking for a job but are not doing it anymore because they feel thar they
ot presently find a job, all possibilities i their area or qualification being worn out. These “discouraged”
uncmployed are included 1n the definition of unemployment and constitute 15% of the unemployed m the
sample.
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a sign among othets of over-supply of labout, lack of demand or mismatch
between the two.

One can understand that an improvement of labour demand would be
responded by non-active as well as by unemployed, and that non-active
people now could then declare they ate looking for a job and be considered as
unemployed. In other words, a successful policy of job creation will not
necessarily hit down the rate of unemployment, although it would have
favourable repercussions on the labour force participation rates and probably
on income.

The distinction between unemployed and non-active is finally based on
a subjective perception of its situation by the respondent. This 1s a valuable
mnformation indeed and motreover, the definition of unemployment being
constant in time, the percentage of unemployed in the labour force is a good
indicator to follow (it is 7% in this survey).

A. Characteristics of the unemployed

1. Socio-demographic characteristics of the unemployed

‘Ihe unemployed are a young population (the median age is 26), with a
lower share of females than the working population (35%). The age and
educational characteristics of males and females are comparable, except
vocational education: 11% of females have vocational or technical certificate
ot diploma while only 2% of males have done so.

Fagnre 12 - Distribution of unemployed by age and educational a/taz}zmcnt
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The average educational level of unemployed is below the one of
e¢mployed people. 38% of them have only a primary certificate or less. The
cducational level is sdll worse for young unemployed, nearly half of them
having not been beyond primary school. Their educational profile is
noticcably below the one of employed population of the same age. 1t is
however similar to the one of self-employed. If a poor level of education can
explain that people cannot find a work as employees, it does not explain why
they do not have a ownaccount activity. '

On the contrary, the educational profile of the unemployed aged 30
years ot over is better than the one of the population of the same age at work,
bur lower however than the one of wape workers. Unemployment of
graduated individuals (from high vocational school or University) is not
frequent (a few cases, generally people over 30).

Some 34% of the unemployed express a need for additional training,
generally in technical fields. ‘This is a sign that they perceive their skill and
qualification not adapted to labour demand. But financial problems often
prevent them from doing such training.

‘The family posidon of the unemployed is an important matter in order
to'assess their real economic situation. Only 10% are head of family, having in
charge their spouse and children, 20% are spouses of head of households.
Most of them are in families where other members have a job. Although this

‘18 not a sufticient reason to ignore their difficulties, it shows that unemployed

arc not without resources nor marginalised with their family. Whenever they
are in poor family, their situation does not differ much from other poor
families with unstable income from petty trade. Young unemployed generally
live with their patents who have a job and get an income from their activity.
These children (half of the sample of unemployed), are at charge for their
parents, but are not in a socially difficult situation.

Profiles of unemployment do not differ much in North and South

Victnam. Distribution by sex and age of the unemployed is comparable in
both regions. "The main difference is in previous experience. In the North,

halt of the unemployed:who had a job were in the State sector, while in the
South, they mostly come from the private or family sector.

2. Previous job

A majority (60%) of the unemployed have worked before. A few of the
unemployed had their last job in agriculture and have not been able to find a
job after they left farming. These people (8 cases or 3% of the unemployed)
have generally bheen unemployed for a long duration. More generally, there 1s
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no clear relation between duration of unemployment and having had a job
before. |
Iigure 73f - Unemployed by duration of unemploymen! and previons experience
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‘Ihe unemployed who had a job before worked cither in the State
scctor (40%), or in the family and private sector (50%). The rest was in
cooperatives ot unspecified. This means that the restructuring of State
enterprises and massive dismissals that went along with it is not responsible
for unemployment now. In other wortds, labour turnover that creates
unemployment occurs as much in the State as in the non State sector.

However, former employees, in all sectots, constitute as many as 75%
of unemployed (with a previous expetience), former family workers or self-
employed only 25%. This result suggests that self-employed that go in and out
the labour force do not consider themselves as unemployed when they have
no work, while dismissed employees are still in the labour force. These two
kinds of attitudes are a good illustration of the complexity of the labour
sttuation in Vietnam, with more than half of the population in age of work
moving far away from any institutionalised form of labour.

[t 1s interesting to look at the reason why these people became
uncmployed. The majority of reasons given are individual and voluntary
concern. Most of the unemployed now have abandoned their previous job

hecause they were unsatisfied with work conditions (mainly salaries) ot for

personal teasons. T'he forced leave from wotk, because of breakdown of the
enterptise or eatly retirement comes aftet.
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Tuble 14 - Reason for leaving previous job

Pervonal-roluntary reasons 63
T - Wages too low 24
. Other private reasons 22
~ Unsatisfied with the working conditions 7
Unsatisfied with the location of employment 5
© Offered a better employment clsewherc 4
The job does not match the qualifications 1
Lixtermal non voluntayy reasons +4
- o ~ Breakdown of the enterprisc 14
" Taud off according to decisions 176,111 12
Dispersion of the co-operative 6
Eatly retirement 5
End of the contract 4
o New regulation on prior activity 2
Laid off| 1
Other reasons 16
F - Total 123

A few of those laid
off because of breakdown
of the enterprise or of the
cooperative,  or  early
retirted, have received a
compensation, while thosc
laid off under decisions
111 or 176 did normally
get a compensation. 17

cases out of 37 thus
declare a compensation,
whose amount ranges

from 650,000 dong to 11
million dong. "I'his moncy
has always been used for
private purposes, not for
establishing a5 own-
account worker (in one

case, this money was used for saving). It does not mean that people laid off
with compensation have not used their money to set up enterprises. But those
who did so are not unemployed anymore.

B. Search for a jobx

The way of looking for a job depends partly of a previous work
expertence. ‘Those who have never worked rely mainly on their familial
connections. In all cases, institutonal employment agencies do not play an

mnportant role yel.

Tuble 15 - How to look for a job

Worked | Never | Total
before | worked |
Visit to the employer 225 16,1 19,0
Through family and friends 36,3 53,2 45,6
R ) “_Through advertisement 3,9 5,6 49
Thr_o:lgh employment promotion centres 6,9 6,5 6,6J
. - ‘Through other organisations 49 5,6 5,3J
Tr)ﬁ& establish own activity 23,5 12,9 17,7}
Other 2,0 0,0 0,9
Total 102 124 226

job!).

Attitudes in job
searching do not scem
to be linked with
qualification nor with
the level of ‘education
(however, 13 'of the 20
unemployed  of  the
sample who have a
vocational certificate ot
a university degree rely
on their family to find a

Only 14% of the unemployed (or 38 cases in the samble) have
registered with a Centre for Employment Services. Those who have registered
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have no patiicular profile; they are not more represented among those who
worked before, among young or old ctc., meaning, that the weak registration
with these centres is not due to special requirement that would keep out some
categories of unemployed. Duration of unemployment is not related to the
fact to register or not.

'T'his mcans that the role of the Centres for Employment Services as
assistance for search of job is not cotrectly perceived by job seckets, or more
simply not known. 'Those who know these Centres ask for information on
labour opportunities, or meeting with employers. Qbviously, the Centres for
mployment Services need to make themselves better known by unemployed
as well as by employers. More generally, one can asséss that unemployed have
no knowledge of job scarch in a market cconomy environment.

[Towever, the main request of unemployed 1s a better information
about employment. 40% of the sample express such a need, which even
comes before requests of financial assistance. At last, one quarter of the
sample wishes to have additional training, more often in a new speciality.
There 18 room for the CES, and their action is needed by (he population of
unemployeds.

C. Opinions (of all workers) on unemployment insurance

"I'his survey has been utilised to test the reactions of the workers 1o the
idea of a national unemployment insurance, which would take for them the
form of a contribution from their salaty. T'he question was asked only to the
wage workers. The reactton of the wage workers to the idea 1s most
favourable. [Towever, one should be careful in interpreting this kind of result.
When people are called for solidarity putrposes, it is very difficult for them to
refuse in front of intetviewers, especially when it is only a matter of giving an
opinion, without any immediate effect.

As [or the heads of enterprise, they arc less enthusiastic for such
insurance. Only 20% of the 73 respondents head of enterprise (this question
was answered only by those entreprencurs who have hired employees, outside
family) would accept to pay a percentage of salaties for an uncmployment

Ky

8 - Ihis survey has been utilised to test the reactions of the workets to the idea of a national unemployment
insurance, which would take for them the form of a contdbution from their salary. The question was asked
ounly to the wage-workers and the employers. The reaction of the wage-workers to the idea is most
favourable. However, one should be careful in interpreting this kind of result. When people ate called for
solilarite putposes, it is very difficalt for them to refuse in front of interviewers, especially when it is only a
matter of giving an opinion, without any immediate effect. !

As for the heads of enterprise, they are less enthusiastic for such insurance. Only 20% of the 73 respondents
head of cnterprise (this question was answered only by those entrepréneurs who have hired employees,
outside family) would accept to pay a percentage of salaries for an unemployment fund. In addition, the
amount they suggest is very low: 2% of the pay role only (median of 14 positive answers ranging from | 10
50 '

’
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i
fund. In addidon, the amount they suggest is very low: 2% of the pay role
only (median ot 14 positive answers ranging from 1 to 5%).

Conclusion

In the past ten years, the labour force has gone through a period of
restructuring. ‘This was marked by a rapid development of self account jobs, a
temporary shrinking of the State sector, and the development of the private
cogporare sector as a significant outlet for job seekers. A self-regulation of the
labour force participation rates, ie. withdrawal of some categories of the
population from the labour force, explains that this restructuring was not
accompanied by an expansion of unemployment (the performance  of
agriculture has the same impact).

During that period, the growth of demand and the need for distribution
networks has created a favourable environment for self-employed and family
cnterprises. The underdevelopment of distribution networks when trade was
liberalised has given huge opportunities for self-account workers in the trade
scctor, but also in small scale transportation, and some services. T'he small
enterprises were  also able to respond quickly to the expansion and
diversificaton of demand, with relatively low investment. This gap has now
been filled, and self-employment cannot be an outlet for new entrants in the
labour lorce i the same propottion it has been in the past. amily enterpriscs
do not create many job opportunides outside the restricted circle of the
family, and one cannot rely on this sector to solve unemployment problems,
despite the dynamism of few of them in the manufacturing sector.

Restructuring has been done in the sense of a greater discrimination
between  scctors, mainly on the ground of social and educational
discrimination. ‘I'here are indications of a growing segmentation on the
“labour market”; although market mechanisms are not really implemented.
l‘or instance, the majority of job seckers rely on family connections to find a
job (and these connections are also significant in the State sector).

l'tom the recent evolution of the characteristics of the non-farm labour
force and of its components, one can draw the conclusion that the first stage
of labour restructuring, which accompanies the economic reform proved to
be successful. The next stage should be more difficult since some favourable
conditions have now changed, since the pressure of labour supply will
maintain while job creation become more difficult.

91



Ministry of Labour, Invalids and Social Affairs

CEPRH ORSTOM
Centre for Population French Institute for
and Human Resources ' Research on Development

Report on the first round survey, 1996

Hanoi, 1998



TABLE OF CONTENTS

PREFACE
TABLE OF CONTENTS .....ccoccioiii oo iv
SURVEY METHODOLOGY - VU VAN TOAN. ..o /
I. SOME FEATURES OF THE OBSERVATORY SYSTEM OF EMPLOYMENT AND HUMAN RESOURCES.............. I
A, S1a8eS Of ReS@Arch:.............cc..c.iiiiiiiioiieii e e 2
B. Sampling Techniques: .........................
C. Annual sample updating.........................
I1. QUESTIONNAIRE DESIGN .covveiiiiiiiiiiiiiiens e
TT]. QUESTIONNAIRE ADMINISTRATION ...ccoeovvinienrninenenne.
A. Household QUeSHIONNAIFe ... ...............ccovieiiiiiiii e .0
B. The Individual Questionnaires on Labour Activity and S1atus: ...............c.c.ccocovcniniinio e, 6
1. Personal (UESHIONNAITE ........oooiiiiiiiiii e et e e 7
2. Labour quesStionnaires ... .c...oooiiiiiii e T
1.1. Questionnaire for heads of family enterprise ..........ccoooovvveeniiieinccnniiccne T 7
1.2. Questionnaire for self-employed. ..o e 7
1.3. Questionnaire for wagc workers ...... PO POTPI 7
1.4. Questionnaire for family workers.............c.ocecc.. . s 8
1.5. Questionnaire for unemployed ..o 8
TV, FUTURE DIRECTIONS Lottt ettt e et a e e erbe e e aee s erte e e etbaesaaeesbessmasesbee e e teseraeareessreans 8
A. Analysis of data and resulls ....................cc.ccoiiiiiiiiiii 8
B. Expected contributions of the Observatory SYSIem . ................c.cc.occcoueiiiimeeicee e 9
EDUCATION, TRAINING AND HUMAN RESOURCES - Jean-Yves MARTIN .............c.ccccoivvcen 12
I. EDUCATION AND TRAINING POTENTIAL ooiiiiiii i e e e 13
A SCROOTING ... et /13
1. School attendance of the averall population............coccoiiiiiiii e 13
1.1. The overall situation
1.2, NOFR=SOUN VAFIRIION oot et 15
1.3. Male - female differences. . ... e
1.4. The urban/rural relationship..
2. Child SChOOTINE ..o et e e e s
2.1. Comparative rates 0 NTOIMENT ........oooiiiiii et e e 18
2.2. The role of legal school agc at different levels. e 19
2.3, Age of entry inlo primiary SChool s 20
3. Educational level of the population o working C ... i 22
3.1. Active population of working ape
3.2. Active and enrolled population of working age
3.3. Active population of working age North/South
3.4. Active population of working age Male/female
3.5. Active population of working age Urban/Rural
B . Traiming ...
I. Type of initial training of the active POPUTAION ......cccoiiiiiiiiice ettt
2. Tvpe of initial (raining. Male/Female ..o e 33
3. Conclusion on education=1raiming ... ..o e 4
. UTILISATION OF EDUCATION-TRAINING POTENTIAL ...eoritiiitieiiiiieiecaieee et sentesene e enraeenesevae s

A Education level .......................c.ccc.iiiiiii i
1. Education level and institutional SECOT ...ttt one
2. Educational level and type of enmiployment ..o v
3. Educational level and socio-professional category..................

B. Initial professional training................ccccece i
I Initial professional training and institutional sector ............
2. Initial professional training and type of employment
3. Initial professional training and socio-professional CAUEROIY ..........cc.oiivviirvieiniiir e 10

C. Diploma
1. Diploma and inStitUional SECOT.........cooiciie b 42

£

4

'

5

K]

s



f

[T TN TS T R PRV NN RN LN

2. Diploma and type 0F EMPIOYIIEN .....i.iiiriiirieii s 43

3. University specialisation and socio-professional Calegory .....cocooovivveime e 44

4. Conclusion on the utilisation of education-training potential. ... 45

HI. THE EVOLUTION OF EDUCATION-TRAINING POTENTIAL AND THE BEHAVIOUR OF HOUSEHOLDS ...... 46
A. The context of contemporary familial education SIralegies. ... 46

1. The number of children Borm 10 @ COUPIE ....o.oo.iivivii 47

2. Education levels 1o which parents aspire for their children ... 48

B. Inter-generational dynamiCs . .............cooiriiiiiii s

L. Inter-generational cducational IeVelS ... e .

2. CoNCIUSION FOF CHAPLET L.....veieeiceriiitc e s 52

EMPLOYMENT AND UNEMPLOYMENT - Xavier OUDIN ...t 54

1. ACTIVITY, LABOUR, EMPLOYMENT 1ottt it i rnnse
A. The concept of activity and employment ...
B. Labour Force Particip@tion RALes ...
1. Assessment of labour force participalion FALE ...
2. Labour Force Participation Rales by age and gender ...
3. Regional differences in labour force pasticipation vt ...
C. DPenUency RAIES.................ccouomeiiiiti st
CONCIUSTON. . ceeoos oo et L Lo s s
[1. CHARACTUERISTICS OF THE LABOUR FORCE ..
A. Situation of lubour by institutional sector and uctivities
1. Institutional sEctor, ACHVILY @i SKIUS ..o 60
2. Siz6 OF @SLDIISIINICINS ..ot et
B. Situation of Iabour by Fegion ..ot
C. Social characteristics of workers........................... ST OO RO PSP RO RP PO TTUTO
1. Agc and sex distribution of the labour force
2. S0kl OFIZIN .o
11, EVOLUTION OF EMPLOYMENT IN RECENT YEARS
A. Analysing the labour market as a SYStem...................ccocoo.iiiiinitiins
B. Entering the labour market ...t
C. In-flows (0 the labour MArkel ..........................cooviiiiiiiii
1. Feading the labour market.o
2. Flows from the education system ..o,
3. Flows from non aclivily to labour ...
D. The lubour market 1993-1995............ccocoovieimmeiiiseiiieeeieeie
LV, WAGE LABOUR ..ottt sttt ettt e et e b st e s e sa st e et b ne s
A. Who are the wage WOrkers? ...
1. Sociv-demographic characteristics.
2. Typology ol employees
B WOrking CORAMIONS .............ccocoiiiiiiiiiiiiiis s
1. Institutional aspects of labour
I.1. The role of State
1.2, Contracls
1.3. Membership of organisation
2. WOTK UIBLION ..ottt e et a e ens e e smae st neae et enbearn e abaenne et e e aes
2.1. Daily and weekly hours

1. Earnings fromn JabOUn..........cviiii i e e
1.1. Components of labour income ...
1.2. Distribution of salaries and extra income....
1.3. Periodicity and mean of puicment ...........n..
2. Determinants 05 SaldFies ..ot a 83
Conclusion

TRUFOUUCHION. ... e e,
A Characteristics of the unemployed.....................c.......cciiii e
1. Socio-demographic characteristics of the unemployed .
2. PIEVIOUS JOD Lot e e e b bt
B.Search fOr G JOb ..o e,
C. Opinions (of all workers) on unemployment insurance. ..................co.ococoveeoiii i 90
CONCLUSION




CEPRH-MOLISA/ORSTOM

LABOUR MOBILITY - Nolwen HENAFF ...........c.cccc..oiiiiiiieiieeeio et easiee e 92
L TIME TRENDS IN THE LABOUR MOVEMENTS ..ottt see e et 93

{I. CHARACTERISTICS OF THE RESPONDENTS WIHO CHANGED EMPLOYMENT AT LEAST ONCE .............. 100

A. The variations according 10 Age AN SEX ..................ccccoveeiiieesiiirar et 100

B. The role of education and trainting in labour mobility......................cccvvcoiriii 103

C. Sectoral structure of the economy and labour mobility...................cccccocooeiivieiiiiii, 108

D. Changes in SpecialiSalion.........................ccco ittt 110

E. Level of wages and change in specialisation and/or activity..............c....cceeoocoooirioeccin 113

1. THE SEARCH FOR OTHER EMPLOYMENT ....oiiiiiiiiiiitinene ittt e e s ssats s snas s ens s snenn s 116

A. Duration of the search for present emploOyment.....................ccc..cooovieerieieeiiieiiiee e, 116

1. The time lag between the end of the previous employment and the beginning of the present employment 117

2. Duration of the search for employment for wage-workers

3. The vnemployed people who have worked before ..........c.ccooooviiiviiiinicricie
B. The potential MOBIlity ................cc..ccocoiiiiiiiiiiiiii e et e
CONCLUSION Lottt tiireir oo rtrerres s eereeassbeeseseesbasessesasteeeranssaanesststorantesseessinssonsessstaseessssrssesssrrsessrres
vi

-

@l
vl
.





