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	5. ABSTRACT
Unemployment is one  of the major challenges which lead to the unsustainability in
our economy and society. To deal with high unemployment, education is considered as one
of the best solutions because it reduces the unemployment probability by preparing
knowledge and skills for people before they participate in the labor market. This thesis aims
to analyze the link between education and unemployment by examining the impact of
educational attainment on unemployment probability when considering other control
variables at the micro level such as gender, age, marital status, health status, regional level
and family economic condition, using the secondary data from Vietnam Household Living
Standards Survey 2008 (VHLSS2008). The analysis is conducted by running logit model.
The findings confirm that educational attainment has a significantly negative effect on
unemployment risk. The thesis also points out that women are more likely to enter
unemployment spell than men at the same educational level. In addition, age, ethnic, health
status, marriage, being household head, geographic location, household expenditure and
number of young children also play a statistically important role on unemployment. From
the results, the study gives some policy recommendation.
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CHAPTER ONE
INTRODUCTION
1.1. Problem  Statement
Two major challenges which the Vietnamese government is facing now are
unemployment and low-quality educational system. The unemployment brings some
adverse effects on the economy and society. If people are unemployed, they lack of
wherewithal to buy goods and services. Then consumption and production of goods
and services are down, leading to the result that the economy goes down. Effects of
unemployment are social too. Crime rate rises because people are not able to meet
their needs through work, divorce rate is often higher as people cannot solve their
financial problems and the homelessness rises as well. In addition, if the
unemployment is high, less people pay taxes and the government has to spend more
on unemployment benefits. It is also one of the reasons contributing to higher
government expenditure, leading to budget deficit.
Vietnamese labor force has over 54.1 million people at the point of July 2011,
which accounts for 58.5% of total population. The labor force includes 50.35
millions of employed people, accounting for 97.96%, and 1.05 millions of
unemployed people, accounting for 2.04%. Moreover, that around 1.6 million people
participate in the labor force every year pressures the government to create more jobs
for the growing unemployed population (GSO, 2011).
In addition, according to the Ministry of Planning and Investment, total
Foreign Direct Investment (FDI) of Vietnam in 2011 went down compared with FDI
in 2010, while global FDI increased in the same period. This is the sad reality that
Vietnam’s FDI has showed the opposite direction with upward trend of global FDI.
Beside some macro reasons such as poor infrastructure, outdated policies, high
inflation, the low-quality labor force in Vietnam is also one the of the major causes
of the FDI reduction. As we know, Vietnam has an abundant cheap labor force. This
is one of the main advantages of Vietnam to attract FDI flow. However, today the
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current global labor  demand is higher and more sophisticated. In addition, that the
worldwide economy is on the road to develop more capital-intensive industries as
well as that the labor price in Vietnam is increasing make this advantage erode
rapidly. Most of FDI in high-tech industries have not been made in Vietnam, but
China, due to the problems of finding skilled labor who can meet their requirements
of labor qualification. Even though the minimum wage in China is much higher than
the minimum wage in Vietnam, most of investors come to China to invest in.
Moreover, the Chinese government has constantly strived to invest in education to
improve their labor quality.
Thus, education has played an important role in labor market. It prepares
knowledge and skills for people to join the labor market. The unemployment rate
reduces for individuals who have more education. It means that the higher the
educational attainment is, the lower the unemployment risk is. Moreover, there is an
issue that labor force needs to gain the skills which match the skill demands of
industries and reflect the composition of the Vietnamese labor market. According to
World Bank (1999), education is the most powerful instrument for poor countries to
escape from high unemployment and poverty.
Many researches examine the effects of education on unemployment, but few
researches incorporate the educational attainment with other explanatory variables
and even fewer researches analyze the impact of the interaction variable between
educational attainment and gender in the world, especially in Vietnam. Motivated by
this matter, this study is to analyze the relationship between educational attainments
and unemployment incorporating with gender and other control variables using data
from Vietnam Household Standards Survey 2008. The thesis aims to contribute by
investigating the impact of education attainment on unemployment probability and
extends to evaluate the role of education on unemployment for different individuals
incorporating with gender. Then, basing on the research results, the thesis
recommends some solutions to deal with unemployment and the educational system
in Vietnam.
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1.2. Research Objectives
The  goal of the research is to explore the impact of education on
unemployment incidence and evaluate the role of educational attainment on
unemployment for different individuals according to their gender.
 To examine the relationship between educational attainment and the
probability of unemployment.
 To investigate whether gender will have a significant effect on unemployment
probability at each educational attainment by exploring the impact of
interaction variables between gender and educational attainment on
unemployment probability.
The results from this research can be used as evidence that education reduces
the probability of unemployment, and then basing on the results, policy
recommendations are suggested.
1.3. Research Questions
In order to achieve these objectives, some questions should be presumed in
this thesis as following:
a. What is the relationship between educational attainment and the
probability of unemployment?
b. Are women with the same educational level more likely to be
unemployed than men?
1.4. Research Scope
The research focuses on investigating the impact of education on
unemployment incidence using the cross-section data from VHLSS2008 while
considering gender and the other control variables at the individual levels, regional
level and household economic condition.
In addition, this research also aims to explore whether gender plays an
important role on unemployment at each educational attainment.
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1.5. Structure of  the Thesis
The research consists of five chapters as followings:
Chapter one expresses the situation in which the topic of thesis is chosen,
main objectives, research questions and the scope of the research.
Chapter two shows the theoretical background and empirical studies.
Chapter three lays out the conceptual framework of the study. It also describes
data, the variables and the research methodology, then sets up the thesis’ econometric
model.
Chapter four presents overview of labor force and unemployment situation of
Vietnam and analyzes the statistic results of the econometric model to answer the
research questions in the chapter one. It also looks back at the results of empirical
studies to strongly support the findings.
Chapter five is the conclusion of the study. This chapter summarizes the main
findings, recommends some useful policies and remarks the limitations of the thesis.
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CHAPTER TWO
LITERATURE REVIEW
This  chapter discusses the theoretical background and reviews empirical
studies related to the scope of the thesis.
2.1. Theoretical Background
The relationship between education and unemployment is explained by the
signaling and screening theories. In most labor markets, employers cannot be sure
about the capabilities of the employees whom they want to hire because asymmetric
information exists (Mincer, 1994). With the asymmetric information, the workers
always know their true abilities and skills better than the employers do. Therefore,
lemon problem occurs in the labor market similar to the used car market. We suppose
there are two kinds of employee groups in the labor market: low-productivity group
or high-productivity group and the probability that a firm gets the low-quality and
high-quality candidate is equal. Due to the information gap, the employer cannot
recognize which one is more productive, so they consider all candidates as the
medium-quality candidates and offer them the medium wage. The low- productivity
group is happy with the medium wage but fewer high-productivity workers accept it.
As the result of lemon problem, the low-quality employees will drive high-
productivity employees out of the labor market. Later all, the employers realize that
most of employees are low productive and the wage offer tends to be low down. The
lemon problem continues until only low-quality workers are hired.
As discussed above, it is clear that the employers would be better off if they
find out the real productivity capacities of potential candidates before hiring. Some
candidates express themselves very well during job interviews but their expression
cannot always show their true productivity capacities. How can a company
investigate a candidate’s productivity before making employment decision?
According to Pindyck and Rubinfeld (2008), education is considered as a strong
signal during employment process. We can measure education by number of school
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years, the highest  degrees, educational grade or reputation of the school we obtain the
degrees. Pindyck and Rubinfeld (2008) believe that “education can directly and
indirectly improve a person’s productivity by providing information, skills, and
general knowledge that are helpful in work”. However, it is not sure that education
improves productivity capacities of workers. It is just a useful signal of productivity.
People with higher education seem to be more active, more intelligent, more diligent
and hardworking. These characteristics, which help them at school, also help them at
work. People who are more productive are likely to obtain higher education and
higher educated people seem to be more productive. Therefore, education is a strong
signal to prove employees’ productivity capacity to the firms in the labor market.
Spence (1973, 1974) also does some researches about signaling and screening
theories in job-market. With the asymmetric information, hiring is like buying a
lottery ticket since employers do not know much about the productivity of an
employee at the time they hire him or her. In his signal model, potential employees
send a signal about their abilities to the employer by acquiring certain educational
attainments. In fact, we cannot conclude that education is productivity. Besides that,
education is costly. By deciding to invest in schooling, highly-efficient workers
believe that it is a credible signal to firms to distinguish them from those without
education, or in other words, low- efficiency people and they expect it may bring
them higher wage offer as a reward. As the informational value of the education
attainment comes from the fact that employers assume it is positively correlated to
high productivity ability, it is a sorting mechanism in the job market. He also says
that race, sex and age are thought as indices in the labor market. Another theory
Spence studies is screening theory. Firstly, firms offer wage based on the workers’
education credentials. Secondly, the employees decide to invest in education. Here
exit two markets, signaling market and screening market. In the signaling market, the
workers are the first movers. They decide to invest in education, which is considered
as a credible signal to employers. However, in the screening market, firms are the
first movers. They offer high wage to highly-educated individuals, creating
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motivations for the  workers to invest in education. Kübler et al. (2005) continue
studying the signal and screening theories of Spence’s. Their research says that high-
quality workers often invest in costly education, but low-quality workers rarely do.
As a reward, the wage that firms offer to educated candidates is higher than to those
who do not invest in education. However, the payoffs the investing workers earn are
not much higher than what the inefficient workers receive since the wage spread is
not as same as the theory predicts. Eventually, hiring education-investing employees
brings more profit to employers than hiring ones without education investment.
Therefore, firms prefer hiring high-productivity workers or we can say the efficient
workers have lower probability of unemployment than the inefficient ones.
Some other studies also prove that an employer wants to hire a candidate with
the relevant education for the offered job because he believes this candidate may do
the task more efficiently than a person does not receive that such schooling. When
two people apply to the same job at the same wage, the one with higher education has
more chances to get the job. Therefore, education credentials are used as a filtering
mechanism for employers to distinguish which candidates have more productivity
capacities (Becker, 1975; Stigler, 1962; Arrow, 1973). Dias and Posel (2007) also
point out that productivity capacity of an individual may not be directly related to his
formal education. However, the candidate’s high education attainment is considered
as a sorting mechanism for a firm to measure his future productivity in the labor
market with imperfect information. Thus, education is a strong signal in employment
process. Furthermore, it is also used to forecast how fast the employee can obtain
new skills during his working time.
2.2. Review of Empirical Studies
Many researchers prove the important role of education on unemployment.
Most of them have confirmed the strongly negative relationship between education
and unemployment. Garrouste et al. (2010) find out a significantly negative
relationship between educational attainment and probability of long-term
unemployment, using the panel data of eleven European countries from European
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Union Income and  Living Condition Survey 2004-2006 of individuals from 20 to 65
years old. The theoretical background the authors apply into this study is signaling
and screening theories in the job-market. They use both binary response model (logit
model) and skewed logistic regression (scobit model) to examine how educational
attainments affect the probability of unemployment with other explanatory variables
such as gender, experience, marriage, occupation and healthy status regarding with
regional economic differences. The results confirm that a person with higher
educational level has lower probability of unemployment. Besides that, other
individual variables also have significant effects on unemployment probability:
working experience and good health affect job prospects positively, women have
more risk of being unemployed than men. A person who lives in a competitive region
has more opportunities to find a job. The study also finds out that the more urbanized
region, the higher risk of falling into unemployment spell. In addition, types of
contract and occupation affect unemployment spell significantly: temporary contract
and low-skilled occupation bring higher risk of being unemployed. The authors also
run other analysis across different educational levels and age groups. Its results
confirm again the important role of education during the working life, even though
there is a decrease in education effect after age of 40. In the concept of competitive
regions, the young age group (20-30) and old one (50-65) likely receives more
benefits when living in highly competitive regions than mid-age groups. With regard
to the regression results based on each education attainments, gender, experience and
types of contract across education grades have highly significant role. Health status
strongly affects the medium-skill workers and the level of urbanization plays a
significant role for the low-skilled and medium-skilled. However, in their study, they
do not explore control variables at household level which may impact on the
motivation to enter and exit unemployment.
Bhorat (2007) also states that more education is associated with greater
employment probability. His research says that one of the key reasons of high
unemployment rate in developing countries is the shortage of highly-educated
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workers and poor  education system. Gender also significantly impacts on
unemployment. Women are more likely to become jobless since they have more
responsibilities of housework and childcare. Household heads tend to be employed
since they are often the breadwinner. Individuals who live in family with more
children or dependents have more incentives to look for new jobs when being
unemployed. It may indicate that married job seekers also have more incentives to
find new jobs, thus they stay shorter in unemployed situation, especially for men.
Moreover, household wealth also plays an important role in unemployment.
Individuals from poor families have less financial support while looking for new
jobs.
Similarly, some researchers also confirm the negative impact of schooling on
probability of unemployment. In 2000, Wolbers uses Dutch panel data in the period
of 1980-1994 to analyze the relationship between education and unemployment by a
dynamic way. He explains in his study that people with higher education have more
productivity capacities and increasing education may bring more value in their job
prospects. His findings show strongly negative relationship between educational level
and probability of unemployment. It means that less educated individuals have higher
risk of being unemployed than the more educated candidates. In addition, people with
higher qualification have higher probability of finding new jobs during
unemployment period. Following this, Kingdon and Knight (2004) study which
factors make an individual more likely to become unemployed. They explore that
probability of unemployment decreases significantly with educational level. It means
the higher educational level, the lower the chance of unemployment. Besides
education, there are other relevant factors which determine the probability of
unemployment. Individuals with more working experience are more attractive to
employers as they can potentially invest less in their training. Gender also has an
important role. Women in general have less favorable prospects in the labor market
because they often combine work with family duties and childcare. However, in their
study, they do not mention some important determinants such as education quality
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due to the  limitation of the data. Brunello et al. (2009) also point out the fact that
higher education brings higher employment for both men and women. They explain
that individuals who are more educated are more active and mobile in job searching
capacity, thus decreasing their probability of unemployment. Moreover, education
may also increase their efficiency of matching process.
In 2005, Kupets examines the factors affecting unemployment duration using
panel data from the Ukrainian Longitudinal Monitoring Survey 1998-2002. The
study not only aims to estimate the Cox proportional hazard model but also measures
the risk of existing to employment and to inactivity. The results emphasize the
importance of education on reemployment probability. Individuals with higher
educational level have higher exiting rate from unemployment than the ones with
lower education. The explanation for this result is that the highly educated people are
more efficient to access information and to search jobs. In addition, they have more
alternatives for their career and likely pay more opportunity cost when being
unemployed. The results also point out that household head, married males find jobs
more rapidly when staying jobless. Being older and living in rural areas or in the
regions with high unemployment rate are the disadvantages in exiting from
unemployment situation. Moreover, sources of subsistence such as unemployment
benefits, household income, pension and casual jobs significantly increase the
unemployment duration. Nickell (1979) finds out the fact that educational level
significantly affects the unemployment incidence of individuals during their working
lives. He also demonstrates that more years of schooling is associated with lower
employment duration. In his results, one more year at school up to twelve years
decreases 4% of unemployment duration and higher educational level reduces the
unemployment length by twelve percent. Farber (2004) similarly confirms the
negative relationship between qualification and unemployment incidence and
duration. He concludes that unemployed individuals with higher educational
attainment are more likely to find new jobs. Mincer (1994) also explains that
individuals with better qualification stay shorter time as unemployed, thus high
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educational level decreases  the unemployment probability. Riddell and Song (2011)
point out that the negative correlation between educational level and probability of
job loss as well as the unemployment incidence.
By investigating the determinants of unemployment duration for males and
females in Turkey separately, Tansel and Tasci (2004) prove the concept that the
better the education level, the higher the probability of leaving from unemployment
and the effect of education for females is much bigger than for males. They affirm
the evidence that men substantially experience shorter joblessness duration than
women. It may be because that women have more family and child-care
responsibilities. However, unmarried men tend to stay longer in unemployment than
married men, since they experience less financial pressures. The study also reports
that fresh graduates, low-educated individuals and older worker are the ones who
need help in employment search. In addition, people who live in regions with high
unemployment rate or live in urban areas spend more time on being unemployed.
More studies investigate the associations between education and
unemployment. Lauer (2005) explains that poor education increases the
unemployment risk and reduces reemployment probability in both Germany and
France; however, education does not affect unemployment risk in the same way at all
educational levels in these countries. For German, intermediate level is the best
protection level against unemployment, but university degree brings better
opportunities to get new jobs when they are unemployed. In France, bachelor degree
well protects individuals from job loss and brings them higher reemployment
chances. In both countries, women at all levels have higher risk of job loss and lower
reemployment prospects than men. Estimating data of Finland, Kettunen (1997) finds
the strong effect of education on unemployment duration. His results say that the
higher the educational attainment, the lower the risk of job loss, but people with post-
university degrees have the lowest reemployment likelihood. Dendir (2007) using
data in Ethiopia also reports that educational attainment plays an important role in
deciding how long unemployment duration is. Individuals graduating from college or
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university have shorter  length of unemployment than those with high school degrees.
But primary educated workers stay shorter time as unemployed than the secondary
educated ones as they may have lower expectation and more likely to accept most of
job offers that others may not.
In addition, many other studies investigate the fact that high-qualification
employees crowd the low-qualification ones out of the labor market (Gesthuizen and
Wolbers, 2010; Pollmann Schult, 2005; Gautier et al., 2002). Their results say that
individuals with high educational level are protected against unemployment risk in
job search. Firms prefer hiring highly educated candidates to low educated ones since
they believe that workers with high qualification may be more productive. Hence,
high-quality workers crowd the low-quality workers out of the job market when the
labor force is excess. Lauerová and Terrell (2007) also say that lower educated
workers tend to be layoff and have fewer chances in job search.
On contrast, some researchers say that higher education does not bring any
benefits. People with better education experience longer unemployment duration than
the less educated ones (Foley, 1997). By estimating the competing-risks and discrete-
time waiting model, he aims to evaluate the factors of unemployment likelihood in
Russia, using panel data the Russia Longitudinal Monitoring Survey of the period
1992-1994. His study says that highly-educated people have much lower
unemployment rate than the low-educated or non-educated ones. However,
individuals with higher education are not likely to find a job faster than those with
less education. Women stay significantly longer in unemployment and married
women experience longer joblessness duration than married men do, as they are more
busy with housework and child-care. Older workers have more disadvantages to find
a job than younger ones. Young children existence has no significant effect on
unemployment duration. Household expenditure has a significantly negative effect on
staying longer in unemployment. People living in a region with high unemployment
rate spend more time searching jobs. Some other studies also find out that education
does not bring any benefit to unemployed individuals. Stetsenko (2003) confirms that
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education has a  negative impact on the reemployment likelihood in Kyiv.
Cheidvasser and Benitez-Silva (2007) also point out that education improvement
have no influence on unemployment.
Unemployment probability is also expected to be influenced by range of other
factors such as gender, age, married status, ethnic, health status, being household
head, general economic conditions of family and geographic location.
Gender plays a strong impact on unemployment. In this point of view, there is
an unequal effect of gender on unemployment. Being women tends to have higher
probability of unemployment. Garrouste et al. (2010) confirm that females are more
likely to become unemployed than males. Foley (1997) states that women stay
significantly longer in unemployment spell and married women experience longer
unemployment duration than married men do because they have more responsibilities
of housework and child-care. Bhorat (2007) investigates that gender also
significantly impacts on unemployment. Women are more likely to become jobless
since they have more family and childcare responsibilities than men. D’Agostino and
Mealli (2000) explore that women in Belgium, France, Denmark, Spain, Greece and
Portugal have lower opportunities of exiting from unemployment situation than men.
Kingdon and Knight (2004) explain the fact that women experience significantly
higher job loss duration then men. It may be because women are easier to quit their
jobs than men since they have more responsibilities of housework and childcare.
Ollikainen (2003) says that education helps to reduce the unemployment length for
both women and men and it is more important for females’ joblessness spell.
Lauerove and Terrell (2007) say that women have fewer chances to exit
unemployment than men do. Men, especially married men find jobs more quickly
when being unemployed (Kupets, 2005). Tansel and Tasci (2004) affirm the evidence
that men substantially experience shorter joblessness duration than women. It may be
because that women have more family and child-care responsibilities. However,
unmarried men tend to stay longer unemployment length than married men, since
they experience less financial pressures. Lauer (2005) says that females at all
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educational levels have  higher risk of job loss and lower reemployment prospects
than males.
Besides gender, age also has a significant effect on unemployment. Kingdon
and Knight (2004) say that the youth are more likely to quit their job rather than to be
stuck in an undesirable job. It may exert that they have less financial pressures than
older workers do. Besides that, they are more mobile and flexible to search new jobs
and more likely to have greater chances for job offers from firms, especially when
they are well educated. However, according to Dendir (2007), age has a strongly
negative effect on unemployment duration. He explains that age is partly related to
experience. Thus, older workers with more working experience are less likely to be
unemployed. Kupets (2005) and Ollikainen (2003) say that younger individuals are
more likely to leave from unemployment; hence they experience shorter duration of
unemployment than the elders. On contrast, Lauerove and Terrell (2007) find out that
younger workers tend to be layoff and fewer opportunities to find new jobs. Tansel
and Tasci (2004) report that fresh graduates and older worker are the ones who need
help in employment search.
Next, marital status is examined as one of meaning determinants of
unemployment. Kingdon and Knight (2004) confirm that married individuals have
less risk of becoming unemployed. Lauerove and Terrell (2007) explain that marriage
has a negative effect on unemployment. It may indicate that married job seekers also
have more incentives to find new jobs, thus staying shorter in unemployment
situation, especially for men (Bhorat, 2007). Ollikainen (2003) say that marital status
plays a great role on unemployment for both men and women and it has a larger
effect on men’s employment. Dendir (2007) reports that married people have shorter
duration of unemployment. It is explained that married individuals face more
financial responsibilities, thus they have more incentives to look for new jobs and
less likely to refuse the job offers when being unemployed. Moreover, married men
are believed that they are more stable and they are more loyal in the opinion of
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employers. Wamuthenya (2010)  says that married men tend to be employed but
married women tend to be jobless.
Another control variable in the thesis is urbanization. Some studies say that
people living in more urbanized region have higher risk of falling into unemployment
spell (Garrouste et al. 2010). The others confirm that the unemployment rate in rural
areas is higher than urban areas possibly because of the fewer job opportunities and
the lower intensity of job search due to fewer employment centers in rural than in
urban (Kingdon and Knight, 2004). Odada (2008) argues that individuals who live in
rural areas have fewer opportunities to find new jobs when being unemployed. It may
be because the limitation of employment advertisement and media in rural areas of
Namibia. In addition, job seekers in rural areas do not know where to look for a job,
hence the unemployment rate is quite high in rural areas. Kupets (2005), Lilja (1992)
and Ollikainen (2003) confirm that individuals living in rural areas exit from
unemployment sooner than those in urban areas.
Health status also decides that an individual stays employed or unemployed.
Health status strongly affects unemployment probability of workers (Garrouste et al.,
2010). Stewart (1999) says that individuals with bad health tend to become jobless
and remain unemployed longer. Moreover, a poor health, chronic diseases, and
lifestyle factors are associated with being long-term unemployed or out of the labor
market (Amilon and Wallette, 2009).
In some developed countries, ethnic people are likely to have higher risk of
unemployment. They have lower educational levels since they have fewer chances to
access high education quality and they often live in poor areas (Kingdon and Knight,
2004). In Vietnam, the unemployment rate of Kinh ethnic youth is three times higher
than minor ethnic youth because ethnic individuals are usually pushed to work by
financial pressures and family difficulties (Anh, Duong and Van, 2005).
Household head tends to be more employed since they are often the
breadwinner (Bhorat, 2007). According to Kupets (2005), household head finds a
new job more rapidly during the unemployment period than others. Kingdon and
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Knight (2004) confirm  that individuals who are household heads have more
economic pressures, and they are more incentive to find jobs when being
unemployed. Thus they have less risk of entering into unemployment. Wamuthenya
(2010) says that individuals who are household heads search job more intensively.
Household income, household expenditure and house ownership are proxies of
household wealth, which is also one of important factors affecting unemployment.
Ollikainen (2003) says that house ownership brings a negative influence on
unemployment and it reduces unemployment length. Household wealth strengthens
unemployment exit. Kupets (2005) says that household income increases the
unemployment duration. Foley (1997) says that household expenditure has a
significantly negative effect on staying longer in joblessness. Bhorat (2007) confirms
that household wealth also plays an important role on unemployment. In his research,
individuals from poor families have less financial support while looking for new
jobs.
Geographic variables such as living in regions with high unemployment rate
or living in competitive regions also significantly influence on unemployment. A
person who lives in a competitive region has more opportunities to find a job
(Garrouste et al., 2010). Living in rural areas or in the regions with high
unemployment rate is one of the disadvantages in exiting unemployment situation
(Kupets, 2005). Tansel and Tasci (2004) say that people who live in regions with
high unemployment rate or live in urban areas spend more time being unemployed.
Foley (1997) explains that people living in a region with high unemployment rate
spend more time searching jobs.
Number of young children is also considered as one of determinants of
becoming jobless. Kingdon and Knight (2004) report that number of dependents may
increase the risk of entering unemployment, especially for women, since they are
more responsible for childcare and they become less flexible to participate in labor
force. Ollikainen (2003) says that young children existence is not related to men’s
unemployment length, but it causes a strongly negative influence on unemployment
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exit of women.  Bhorat (2007) finds that individuals who live in families with more
children or dependents have more incentives to look for new jobs when being
unemployed. However, Foley (1997) and Kupets (2005) explore that young children
existence variable has no significant effect on unemployment duration.
2.3. Chapter Summary
This chapter discusses the theoretical background and empirical studies of the
relationship between education and unemployment. The signaling and screening
theories are mentioned as a foundation of this relationship. Other variables are also
explained as the control variables such as gender, age, marital status, living in rural
area, health status, ethnic, household head, wealth, geographic variable and number
of young children. Most of studies confirm the negative impact of educational
attainment on unemployment.
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CHAPTER THREE
RESEARCH METHODOLOGY
Chapter  three links the theoretical background with the empirical model. It
develops a framework to establish the empirical model. This chapter also describes
the data source and variables used in the model.
3.1. Conceptual Framework
In this research, we examine the relationship between educational levels and
probability of unemployment. Many studies confirm the negative impact of education
on unemployment probability. Moreover, some variables such as age groups, gender,
marital status, urbanization, household head, health status, ethnic, wealth, geographic
variables, number of young children are included in the model to explain other
important factors affecting unemployment likelihood besides educational
attainments. In this study, the interaction variables between gender and education
attainments are also investigated. The impact of educational levels, interaction
variables and other control variables on unemployment probability is shown in
conceptual framework as following:
Figure 3.1. Conceptual framework of the study
re
4.2. Data
Screening & signaling
theories
Educational levels
(Obtained Highest Educational level)
Control variables: Age, gender,
marital status, urban, household
head, health status, ethnic, wealth,
geographic variables, number of
young children
Unemployment
probability
Interaction between educational
levels and gender
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3.2. Data Source
To  evaluate living standards for policy-making and socio-economic
development planning, the General Statistics Office (GSO) conducts the Viet Nam
Household Living Standards Survey (VHLSS).
Secondary data from the Vietnam Household Living Standards Surveys is
mainly used in this research. It is considered a rich source of information on
education, unemployment and other relevant attributes including demographics. The
questionnaire aims to measure living conditions of Vietnamese people across the
country.
This thesis uses only the cross-section data of VHLSS 2008 to have an enough
big number of observations because each VHLSS data has surveyed most different
households. In VHLSS 2008, the sample size includes 45,945 households with
36,756 households conducted for income survey and 9,189 households conducted for
both household income and expenditure. Within the scope of the study, there is a
restriction of age. Only individuals aged from 22 to 60 years old for men and 22 to 55
years old for women are chosen because they are in the range to obtain university
degree and still stay in labor force.
3.3 Variables Description
The dependent variable is unemployment probability coded unemp, which
takes the value of one if the individual reported unemployed during the past twelve
consecutive months and the value of zero otherwise.
The description and expected sign for all independent variables can be
displayed in the below table:
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Table 3.1. Summary  of dependent and independent variables
Variables Expected sign Explanation
 Dependent variable
unemp
The probability of unemployment is a binary variable that
takes the values of 1 if unemployed and 0 if employed.
This is an observable variable. In VHLSS2008 data, the
question is that whether an individual has worked in the
past 12 months before the survey. If the answer is NO,
then unemp=1 and if YES, unemp = 0.
 Independent variables: Independent variables divided into 3 groups.
(1) Educational attainments
Highest
educational
attainment
(-)
Education is a dummy variable. In VHLSS, the question
is what the highest diploma that an individual obtained. 4
dummy variables for 5 levels of education. A particular
level will take value of 1 and others will be 0. Primary
level or below is used as a reference)
*Secondary: Lower and upper secondary school
*Professional vocation: Professional vocation training
(including 1-3 year technical training and professional
vocation training, which are above high school and below
college/university level)
*University or above: College/University degree or above
*Primary vocation: Primary vocation training (including
short-term technical training of less than a year)
Higher educational attainment should be expected to have
lower probability of unemployment.
(2) Interaction variables: Gender*educational attainments
Gender*educational
attainment
(+)
Gender*education are interaction variables of gender
variable and dummy variables of educational attainment.
These variables are expected to have positive effect on
unemployment probability, as following:
Male*secondary
Male*professional vocation
Male*university or above
Male*primary vocation
(3) Control variables
Male (-)
Gender is a binary variable; gender takes the value of 1
for male and 0 for female. Male is expected to have lower
probability of unemployment
 


	32. 21
Variables Expected sign  Explanation
agegroup (+/-)
Agegroup is a dummy variable. Agegroup is divided into
4 age groups which are coded into 3 dummy variables. A
particular group will take value of 1 and others will be 0.
Group aged 22-29 years old is used a reference:
Age30-39 = group aged 30-39 years old
Age40-49= group aged 40-49 years old
Age50+
= group aged 50 and above (with restriction of
retirement age at 55 for women and at 60 for men).
The expected sign may be positive or negative depending
on the characters of each group.
Kinh Hoa Ethnic (+)
Ethnic is a binary variable; ethnic takes the value of 1 if
Kinh or Hoa and 0 otherwise. An individual of Kinh Hoa
ethnic is expected to have higher risk of job loss.
Married (-)
Marital status is a binary variable; married= 1 if married
and 0 otherwise. Married individual is expected to have
lower likelihood of being jobless.
Illness (+)
Being illness is a dummy variable; illness = 1 if an
individual stayed in illness/injury in the past 4 weeks1
prior to the survey and 0 otherwise. Illness measures the
health status of labor force. A worker with poor health
may have higher unemployment probability.
Illdays (+)
Illdays is a continuous variable, measured by the number
of days staying in bed due to illness or injury in the past
12 months before the survey; This variable is used to
measure the severity of the illness or injury. It is
expected to have a positive effect sign.
Inadays (+)
Inactive days is a continuous variable, measured by the
number of days absent from work in the past 12 months
before the survey. This variable is used as a proxy for the
severity of the illness. It is expected to have a positive
effect sign.
Household Head (-)
Being household head is a binary variable; household
head= 1 if an individual is a head of his/her household
and 0 otherwise. This variable is expected to have a
negative effect on unemployment probability.
Log of household
expenditure
(+)
Log of household expenditure is a continuous variable.
This variable is measured by taking log of total annual
household expenditure in thousand VND. Higher
household expenditure may lead to higher probability of
unemployment.
1
The period of 4-week data rather than 12-month data is used because of its shorter recall (Sepehri et al., 2006)
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Variables Expected sign  Explanation
Number of children (-)
Number of children in each household is a continuous
variable, measured by the number of children aged 15 or
below who have not joined the labor force yet. This
variable is expected to have a negative effect sign.
Urban (+)
Living in urban-rural residence is a binary variable; urban
= 1 if a worker lives in urban areas and 0 in rural areas.
Living in urban areas is expected to have a higher
unemployment risk.
Region (+/-)
Region is a dummy variable. Eight regions of Vietnam
are Red River Delta, Northeast, the Northwest, the North
Central Coast, the South Central Coast, the Central
Highlands, the Southeast and the Mekong Delta. 8
regions create 7 dummy variables. A particular region
will take value of 1 and the others will be 0. Northeast is
used a reference. The variable can affect positively or
negatively depending on characteristics of each region.
3.4. Econometric Model
In the empirical studies, there are some models which are used to examine the
probability of unemployment such as linear probability model, logit model and probit
model (Garrouste et al., 2010; Kingdon and Knight, 2004; Brauns et al., 1999). Since
the dependent variable is binary variable which takes value of one or zero, logit and
probit model are the better choices than linear probability model. According to
Gujarati (1995), using linear probability model in this case may lead to some
problems such as heteroscedasticity, constant marginal effects and it is difficult to
interpret the probabilities of the range from zero to one, more than one and less than
zero. Therefore, logit and probit model are two alternative models in this study.
In addition, the applications of logit model and probit model are similar. The
main difference between these models is that the curve of probit model approaches
the axes slightly faster than that of the logit model. In practice, many researches use
logit model because it has a mathematical simplicity (Gujarati, 2003). Therefore, the
logit model is applied in this thesis.
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The logit is  mathematically expressed as following (Nguyen Hoang Bao,
2005):
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Where Y=1 if unemployed and Y=0 if employed.
Zi ranges from -∞ to +∞ and Pi ranges between 0 and 1. If Pi is the probability
of unemployment, then (1-Pi) is the probability of not unemployment, or we can
write as: i
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is the odds ratio of unemployment, Pi is the unemployment probability.
After taking the natural logarithm of the equation, we obtain:
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If 0
P is the initial unemployment probability, the odds ratio in favor of
unemployment is:
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Empirical model
The empirical  model of the study is described as following:
Sample regression function:
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In which:
Pi = P (yi = 1): probability of unemployment.
Xi1: highest educational attainments
Xi2: interaction variables between gender and educational attainments
Xi3: control variables
3.5. Chapter Summary
This chapter provides an overview of the data source and research
methodology in the study. The empirical model is established to examine the
relationship between unemployment probability and educational levels incorporating
with gender and other control variables. The logit model is used in this research to
estimate the probability of unemployment by STATA, using cross-section data from
VHLSS 2008. The description and expected sign of each variables are also explained
clearly in this chapter.
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CHAPTER FOUR
EMPIRICAL ANALYSIS
The  chapter four provides an overview of the labor force and unemployment
situation of Vietnam and analyzes the effect of education attainment incorporating
with gender and other factors on unemployment probability. The chapter includes
three parts. The first part overviews the current situation of labor force and the trend
of unemployment in labor market of Vietnam. The second part discusses the
relationship between unemployment and other variables by descriptive statistics and
the third part analyzes the result of the logit model.
4.1. Labor Force and Unemployment Situation of Vietnam
4.1.1. Labor Force in Vietnam
Young and abundant labor force is one of the characteristics of Vietnam. In
2011, there are over 51.4 million people aged above 15 years old who belong to the
labor force. The labor force accounts for over 58.5% of population, including 50.35
millions of employed people and 1.05 millions of unemployed ones. In addition,
most of labor force lives in rural areas of Vietnam, accounting for 70.3% compared
with 29.7% in rural in 2011 showed in the figure 4.1 (Appendix 1).
Figure 4.1: The share of labor force by residence from 2000 to 2011 (%)
Source: MOLISA (2011).
The share of male labor force is higher than the share of female labor force,
accounting for 51.5% compared with 48.5% in 2011. Participation rate into labor
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force of women  is lower than men at all age groups. This can be explained that
women are more likely to stay at home doing housework than men (Appendix 1).
Figure 4.2: The share of labor force by gender from 2000 to 2011 (%)
Source: MOLISA (2011)
Vietnam has a young labor force. 32.2% of labor force is at the age from 15 to
29 years old and 27.7% of labor force is at the age from 30 to 39 years old. The age
structure is different across rural and urban areas. The share of young labor aged 15-
24 in urban areas is lower than in rural areas and the share of labor force in the age of
25-59 years old in urban areas is higher than in rural areas (Figure 4.3). It is because
that young people in urban areas tend to spend longer time on education and enter
labor force later than the youth in rural areas (Appendix 2).
Figure 4.3: Age structure of labor force by residence in 2011 (%)
Source: GSO, Statistical Yearbook of Vietnam 2011.
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Young and abundant  labor force is one of the strengths of Vietnam; however,
the skill levels and technical qualifications of the Vietnamese labor force still remain
low. In total 51.4 million of population at working age, only over 8 million workers
attend technical trainings, only 16.4% compared with 83.6% in 2011. These figures
require a heavy effort for the Vietnamese government to improve labor force
qualification to meet the market demand of industrialization and modernization.
(Appendix 3).
Figure 4.4: Share of labor force by education/training levels and by residence in
2011 (%)
Source: GSO, Statistical Yearbook of Vietnam 2011.
People living in rural areas have lower proportion of trained labor than in
urban areas because they face more difficulties to go to school. Regardless of gender,
more male workers are trained than female workers in both urban and rural areas
showed in figure 4.5 (Appendix 4).
Figure 4.5: Rate of trained labor force by gender in 2011 (%)
Source: GSO, Statistical Yearbook of Vietnam 2011.
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Among eight regions,  Ha Noi and Ho Chi Minh City have highest proportion
of trained labor force, 30.7% and 28.8%, while Mekong Delta has the lowest
proportion, only 8.6% (Appendix 5).
Figure 4.6: Structure of trained labor force by regions in 2011 (%)
Source: GSO, Statistical Yearbook of Vietnam 2011.
4.1.2. Unemployment in Vietnam
Unemployment currently becomes one of the concerned issues in the world.
“Unemployment refers to the share of the labor force that is without work but
available for and seeking employment” (World Bank, 2011). Vietnam is facing the
problem of unemployment as well. There are over 1.05 million of unemployed
people in the whole country in 2011. The unemployed people in urban areas account
for 49.8% and jobless females account for 57.7% of total unemployed population.
The young workers aged 15-29 account for only about 32.8% of total labor force, but
the ratio of unemployed workers in this age group accounts for 59.2% of total
unemployed labors (GSO, 2011).
According to the figure 4.7, the unemployment rate among the young group
aged 15-29 is extremely high, accounting for 66.5% of total unemployed population
in 2010 and 59.2% in 2011. The groups aged 40 and above have low unemployment
rate (Appendix 6).
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Figure 4.7: Unemployment  rate by age groups in 2010 and 2011 (%)
Source: GSO, Statistical Yearbook of Vietnam 2010 and 2011.
The Figure 4.8 shows the age structure of unemployed population by gender in
the year of 2011. Women in general have higher unemployment risk than men at any
age since they have more housework responsibilities than men. It should be noted
that the women in childbearing ages have very high unemployment rate than men at
the same ages. Hence, the government should pay more attention to them (Appendix
7).
Figure 4.8: Age structure of unemployed population by gender in 2011 (%)
Source: GSO, Statistical Yearbook of Vietnam 2011.
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The figure 4.9  presents that most of unemployed people in urban and rural
areas are at the age below 30 years old. The data indicates that urban residence has
higher unemployment rate than rural residence at any ages, especially at the age
below 25 years old. This finding can be explained that the urban youth tends to spend
longer time on education than the rural youth who have to participate in labor force
earlier due to their economic difficulties (Appendix 7).
Figure 4.9: Age structure of unemployed population by residence in 2011 (%)
Source: GSO, Statistical Yearbook of Vietnam 2011.
The Figure 4.10 presents that the unemployment rate reduces relatively when
labor force obtains high educational level. Workers with primary level or less are at
the highest unemployment rate, 33.2% in 2010 and 31.8% in 2011 over total of
unemployed population. The people who achieve lower and upper secondary level
also face high unemployment risk. It is not surprising that individual who attend
vocational training or obtained college level have very low unemployment rate,
comparing with others. In addition, individuals with university degree or above also
have low unemployment rate (Appendix 8).
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Figure 4.10: unemployment  rate by the educational attainment in 2010 and 2011
(%)
Source: GSO, Statistical Yearbook of Vietnam 2010 and 2011.
The gender gap by educational attainment among unemployed workers is
showed in the table 4.1. Female workers account for higher share of unemployment
at any levels than men, except short-term vocational training. Hence, improving
education for women may help them to reduce unemployment risk (Appendix 8).
Table 4.1: Structure of unemployed population by the highest educational
attainments and by gender in 2010 and 2011 (%).
Educational attainments
2010 2011
Total
(%)
Male
(%)
Female
(%)
Total
(%)
Male
(%)
Female
(%)
Primary level and below 33.2 37.5 62.5 31.8 33.5 66.5
Lower secondary 27.4 46.2 53.8 25.8 43.6 56.4
Upper secondary 21.0 47.9 52.1 19.0 44.2 55.8
Primary Vocation 4.4 72.4 27.6 5.8 71.7 28.3
Professional vocation 5.3 33.4 66.6 5.6 37.5 62.5
College 2.7 37.2 62.8 4.4 38.2 61.8
University and over 6.1 42.5 57.5 7.6 42.8 57.2
Source: GSO, Statistical Yearbook of Vietnam 2010 and 2011.
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The figure 4.11  displays unemployment rate in Vietnam goes up from 2.38%
in 2008 to 2.9% in 2009 and this rate is on the downward trend to 2.88% in 2010 and
down to 2.22% in 2011. The data also shows that Southeast and Mekong River Delta
have the highest unemployment rate comparing with other regions during period of
2008 to 2011. North and South Central Coast also have very high unemployment
rate. Northern Midlands and Mountains are the regions which have the lowest
unemployment rate during 2008 to 2011 (Appendix 9).
Figure 4.11: The unemployment rate by regions during the period of 2008-2011
Source: MOLISA (2011).
In summary, this part presents an overview of labor force and unemployment
situation of Vietnam. In general, Vietnam has a young and low-skill labor force. The
low-quality labor force is associated with unsustainable employment and low wage
job. The chapter also indicates that unemployment rate of Vietnam is not very high
compared with developed countries. Most of unemployed people live in urban areas
and women face higher unemployment risk than men at any ages and any levels,
except female worker with short-term vocational training. Southeast and Mekong
River Delta are two regions which need more support from government because they
have very high unemployment rate compared with other regions.
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4.2. Descriptive Statistics
Unemployment  and educational attainments
Education system in Vietnam is divided into two branches: general education
system and vocational training system. The general education system includes
primary schools, secondary schools, colleges/universities and above. The vocational
training system consists of long-term professional vocation and short-term vocation
centers, which train people on technical and professional skills.
Most of Vietnamese labor force has primary level or less, accounting for
45.31%, and secondary level, accounting for 40.53%. From the data, only 7.21% of
working population attend long-term professional vocation and only 6.24% obtain
college/university degree or above. The workers with primary vocational level
account for 0.71% of labor force. From this result, we can say that most of labor
force in Vietnam are low-skill workers and Vietnam now lacks of high-qualification
labors.
According to figure 4.12, among above five groups of different educational
attainments, the group with secondary level has the highest unemployment rate,
accounting for 9.40% of total population. People with professional vocation level and
with primary level or less also face very high unemployment rate, accounting 7.81%
and 7.32% of total labor force. Surprisingly, people with primary vocation level have
the lowest unemployment rate, accounting for only 2.26%. This result is statistically
significant at 0.1% level (Pearson Chi-square = 32.4657; Pr = 0.000) (Appendix 11).
Figure 4.12 Unemployment rate by educational attainment in 2008 (%)
Source: Author’s calculation from the data of VHLSS2008 (N=18,640).
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Unemployment and educational  attainments interacted with gender
From VHLSS2008, there are total 9,202 female workers, accounting for
49.37%, and 9,438 male workers, accounting for 50.63% of total labor force. For The
female population, 24.36% of total labor obtains primary level or no degree, 18.83%
finishes secondary level, 2.97% gets professional vocation level, 2.95% completes
college / university degree or more and only 0.27% attains the primary vocation, the
lowest rate compared with other groups. For male, 20.95% is at primary level or less,
21.71% completes secondary degree, 4.24% obtains professional vocation, 3.29%
finishes university level or above and only 0.45% of total population attends short-
term vocation. In summary, men have higher education than women (Appendix 14).
The data proves that Vietnamese labor force has low education. Total 45.31%
of labor is at primary level or less, 40.53% has secondary degree, while only 6.24%
of population completes university level or above. For vocation system, 7.21% of
labor force attends professional vocation and only 0.71% completes primary
vocation. These results confirm the situation that Vietnam lacks of high-education
labor (Appendix 12). The results are statically significant (Pr = 0.000).
Figure 4.13. The share of Labor force by Educational attainment interacted
with Gender in 2008 (%)
Source: Author’s calculation from the data of VHLSS2008 (N=18,640).
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From the figure  4.14, male workers have lower risk of entering unemployment
at all levels than female workers. In addition, individuals with secondary level face
the highest unemployment for both men and woman, accounting for 10.29% for men
and 8.63% for women and those with primary vocation training are at the lowest risk
of becoming unemployed, only 4% for female and 1.2% for male over total of labor
force. Both male and female labor also suffer high unemployment likelihood when
they obtain professional vocation. This rate is higher than those who complete
university level.
It is surprising that male workers with university degree or above face higher
unemployment probability than those with primary level or less, 6.53% compared
with 4.23%. On contrast, the higher the education, the lower the unemployment risk
women suffer. These results are statically significant (Pr = 0.000) (Appendix 15).
Figure 4.14. Unemployment rate by educational attainment interacted with
gender in 2008 (%)
Source: Author’s calculation from the data of VHLSS2008 (N=18,640).
Unemployment rate and age
Vietnam has young labor force. According to the data of VHLSS2008, labor
aged 22-39 accounts for 51.78% of total labor force and labor group aged over 50
years old accounts for only 18.27%, the lowest rate compared with other groups.
Tải bản FULL (90 trang): https://bit.ly/3N4QZoD
Dự phòng: fb.com/TaiHo123doc.net
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The unemployment rate  among the youth group aged 22-29 is up to 14.43%,
the highest rate compared with other groups. The second highest unemployment rate
11.33% belongs to the older people aged 50 or above years old. The age group 30-39
has the lowest unemployment rate, accounting for only 4.41%. This result is
statistically significant (Pearson chi-square = 482.0451; Pr = 0.000) (Appendix 16).
Figure 4.15. Unemployment rate by age groups in 2008 (%)
Source: Author’s calculation from the data of VHLSS2008 (N=18,640).
Unemployment and gender
Total observations from the VHLSS2008 aged 22-60 are 18,640 individuals,
female accounts for 49.37% and male accounts for 50.63% of total population.
However, male has lower unemployment rate than female (6.53% v.s 9.78%) as the
expectation. This bivariate relationship is statistically significant (Pearson chi-square
= 66.0165; Pr = 0.000) (Appendix 17).
Figure 4.16. Unemployment rate by gender in 2008 (%)
Source: Author’s calculation from the data of VHLSS2008 (N=18,640).
Tải bản FULL (90 trang): https://bit.ly/3N4QZoD
Dự phòng: fb.com/TaiHo123doc.net
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Unemployment and regions
Eight  regions of Vietnam have different living conditions. Most of labor lives
in two biggest deltas, Red River Delta and Mekong Delta, accounting for 40.67% of
total population. However, Southeast has the highest unemployment rate, accounting
for 12.99%, over 4.5 times more than Northwest, 2.84%, which is the lowest
unemployment rate. Most of unemployed people live in Ho Chi Minh city, Binh
Duong and Dong Nai, the three biggest city and provinces in Southeast region.
Mekong Delta, South Central Coast, North Central and Red River Delta also have
very high unemployment rate. These results are statistically confirmed (Pearson chi-
square = 186.3118; Pr = 0.000) (Appendix 18).
Figure 4.17. The share of Labor force by regions in 2008 (%)
Source: Author’s calculation from the data of VHLSS2008 (N=18,640).
Figure 4.18. Unemployment rate by regions in 2008 (%)
Source: Author’s calculation from the data of VHLSS2008 (N=18,640).
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