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Abstract 
The stock of human capital plays an important role for  a sustained economic development, 

both at the individual and the country level. In order to prosper as a middle income country 

Vietnam need to increase the nation´s human capital stock and this thesis shows that human 

capital theory holds for investments in years of education, knowledge of a foreign language 

and experience. Human capital investments, such as educational attainment and knowledge of 

a foreign language, are estimated to have significant impact on earnings in year 2012. 

Subjective evidence through interviews and observations are used to understand the 

underlying interpretation of these results in order to see how the labor market actually works 

in Vietnam.  
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1 Introduction 
This bachelor essay is accomplished on site in Vietnam because of the fact that we received a 

scholarship from the Swedish International Development Cooperation Agency (SIDA) to complete 

a minor field study in a developing country. Vietnam has transformed from being one of the poorest 

countries in the world in the late 1970´s, which originate from a long history of conflicts regarding 

both colonialism and civil war, into a lower middle-income country (MIC) in 2011.The country has 

had a rapid economic development on average over the last decades but the pace has recently begun 

to slow down. To be able to prosper as a MIC and as a competitive actor in the global market, 

Vietnam needs to increase the nation´s human capital stock and increase its work force´s 

productivity. (World Bank, 2013b) 

 Since Vietnam´s stock of human capital plays an important part for the work of 

a sustained economic development, both for the individual and the country (World Bank, 

2013a), our aim with this thesis is to examine differences in earnings with respect to 

education and other human capital investments for individuals in urban Vietnam. The 

research question studied is: With special attention to education and foreign language skills, 

what are the returns to human capital investments in urban Vietnam?  
 The returns to different investments in human capital are important to investigate both 

on individual and national level because of the fact that investments in the human capital stock are 

costly, both in terms of time and money. It is vital for individuals to be aware of what types of 

human capital investments that optimizes their present value to be able to make a decision whether 

or not to invest in their productivity.  This is also of importance for politicians when it comes to 

setting policies for an efficient labor market and for further economic growth. 

 Vietnam has had a strong tradition of communist authority and during 1986 a set of 

economic and political reforms called Doi Moi were introduced in Vietnam as a reaction to severe 

economic issues and absence of confidence for the government. (Nguyen, 2002)  The reforms 

included several structural changes and one of them was regarding the education system. After the 

reforms were implemented, the country got industrialized and modernized which played a vital role 

in Vietnam´s rapid economic development the last decades. Though today when the pace of 

economic growth is slowing down, the country is facing new challenges. (World Bank, 2013a) One 

important issue today, that has arisen with decades of rapid economical growth, is the shortage of 

workers with higher skills. On the Vietnamese labor market, there exists a greater demand than 

supply regarding high skilled workers and this mismatch can slow down the economic growth. 

(Lim, 2014) . Through interviews and observations, this occurrence will be examined to enhance 

the understanding of the functioning of the Vietnamese labor market.  



  
 

2 

 The research question is answered by using cross-sectional regression analyses based 

on quantitative data from the World Bank collected by General Statistics of Vietnam (GSO), which 

is a governmental institution. As a complement to the micro data, we have collected qualitative data 

on site in Vietnam through interviews and observations. The qualitative data made it possible for us 

to make a unique analysis compared to previous studies that normally only use quantitative data.  

 The rest of the thesis will have the following structure. Section 2 will provide the 

theoretical framework. Section 3 presents previous studies that have an expanding approach to the 

subject followed by background regarding Vietnam. Section 4 present the hypotheses used 

throughout the thesis. Section 5 describes the data used and its limitations. Section 6 displays the 

methods for both the qualitative and quantitative data. Section 7 presents the results. Section 8 

analyses the findings from the regressions and the interviews. Finally section 9 consist the 

conclusion. 

 

2 Theoretical framework 
The relationship between human capital investments and earnings can be distinguished by different 

theories. Former researches have not yet found which one of them that best examines the impact 

human capital investments have on earnings. It is important to show that it exists different 

explanations regarding this relationship and that is why, this part of the thesis, present both the 

human capital theory and the signaling theory. The theory that is most commonly used is the 

general human capital theory, developed by Mincer (1970) and Becker (1993), which examines 

why a variation in earnings distribution exist among individuals. The theory suggests that the reason 

for the variation in earnings is due to the fact that individuals on the labor market are a 

heterogeneous work force. Each worker has a unique set of skills and abilities, which they bring to 

the labor market.  

 

2.1 The human capital theory  

The unique set of skills and abilities that an individual bring to the labor market is known as human 

capital. Individuals´ human capital stock contains several different components such as knowledge, 

skills, intelligence, judgment etc., which are all accumulated over time through different types of 

investments. The most significant parts of individuals´ human capital stock are accumulated 

through educational attainment and work experience. (Borjas, 2013) The human capital theory 

implies that earnings are positively related to the proportion of investments in human capital. High-

skilled workers (with high levels of human capital) are according to the theory suggested to be more 

productive than low-skilled workers (with low levels of human capital) and thus have relatively 
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higher wages. (Mincer, 1970; Becker, 1993)    

 The schooling model is a part of the human capital theory that is used to determine the 

years of schooling for individuals, with the assumption that workers acquire the education level that 

maximizes the present value of lifetime earnings. The optimal level of schooling is when the 

marginal rate of return to schooling equals the discount rate, which also is the marginal cost for an 

additional year of schooling. An individual that generates a higher education by attending college 

faces two types of costs, the opportunity cost and the out-of-pocket cost. The former one is forgone 

earnings while studying, i.e. the opportunity cost, and the latter is expenses for schooling fees, 

tuition, books etc. that comes with attending higher education. (Borjas, 2013) 

 People with different levels of education expect different annual earnings on the labor 

market. This is due to the fact that people with more years of schooling should have a higher rate of 

return to schooling in order to gain from the education. (Mincer, 1974) The salary the employers are 

willing to pay a particular worker for each level of schooling is illustrated by the wage-schooling 

locus, see figure b in appendix 1, which is determined by the market. The figure has wages and 

years of schooling on the axis. The locus is upward sloping and concave, which means that each 

additional year of schooling will generate more knowledge and additional earnings but with a 

declining speed than previous years. (Borjas, 2013) 

 Individual workers obtain different levels of schooling and this brings different 

earnings on the labor market. The reason behind this is either different rates of discount or different 

marginal rate of return, i.e. ability. Due to differences in the discount rate, present oriented 

individuals obtain less years of schooling because they discount future earnings heavily. Future 

oriented individuals instead obtain more years of schooling because they are willing to forgo 

earnings today for expected higher earnings in the future. Due to differences in the marginal rate of 

return, which is determined by the ability, individuals do not face the same wage-schooling locus. 

More able persons get relatively higher benefits from one additional year of schooling then less able 

persons. This is because less able persons do not accumulate human capital, i.e. reach higher 

productivity, with the same speed as persons with high ability. Higher ability levels shift the 

marginal rate of return schedule to the right, indicating that highly able individuals can reach higher 

levels of earnings then less able individuals even if they obtain the same years of schooling, this is 

shown in figure a in appendix 1. (Borjas, 2013) 

 When it comes to post-school investments, age-earning profiles are used to show how 

the post-school human capital investments determine the increase in wages throughout an 

individual’s life. After the completion of school, most workers accumulate further human capital 

through on-the-job training. This type of investment is either general or specific. The meaning of 
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general training is that it is useful at all firms once its acquired, while specific training is only useful 

at the firm where it is acquired. (Borjas, 2013) 

 Post-school human capital is mostly acquired by on-the-job training when workers are 

young, which is paid by the worker through reduced wages. It is common that individuals´ income 

will reach its peak when they are in the age class of 45-54, thereafter, the speed of the wage 

increase will start to decline. Earnings are higher for older workers because they do not accumulate 

as much post-school human capital as younger workers, i.e. old workers´ wages are not reduced by 

the same amount of on-the-job training costs and therefore are the earnings higher. (Borjas, 2013) 

 
2.2 The signaling theory 

Both the schooling model and the signaling theory assume that more years of schooling increases 

wages but they differ in why they do. (Borjas, 2013)  The signaling theory implies that education 

might not increase the worker´s productivity at all, in contrast to the schooling model that assumes 

that adding extra years of schooling will make the worker more productive. Instead, this theory 

suggests that a worker´s obtained education works as a signal that indicates if the worker has high 

or low ability. Additionally, employers that find difficulties to separate high and low productive 

workers, and therefore also wages, might use educational diplomas or certificates as a signal that 

can work as a helpful tool to distinguish between the two types of workers. (Borjas, 2013) 

 

3 Previous studies and background 
 
3.1 Previous studies- the link between human capital and a transition economy 

When it comes to determining returns to education in Vietnam, a significant amount of previous 

studies have already been done, but the literature regarding the returns to language with an 

additional approach regarding qualitative data is inadequate. This section regarding previous studies 

has an expanding view to the subject, it starts with a general human capital approach that later 

develops by showing the importance of the government and its institutions, which are important 

factors for the economic development in a country. Then we continue with a comparison to Czech 

Republic, a former communist country that has experienced a transition from a planned to a market 

economy, as well as China which is a communist governed country that has had a similar economic 

transition and development as Vietnam.  

 Mincer´s (1970) and Becker´s (1993) general human capital theories examine why a 

variation in earnings distribution exist among individuals. They suggest that the reason for the 

variation in earnings is due to the fact that individuals on the labor market are a heterogeneous work 
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force. Each worker has a unique set of skills and ability, which they bring to the labor market. The 

authors indicate that earnings are positively related to the proportion of investments in human 

capital, i.e. investments in human capital increases individuals´ productivity and therefor also their 

wages. (Mincer, 1970; Becker, 1993) Individuals´ human capital stocks are mostly acquired through 

schooling and post-school investments, such as on-the-job-training. (Borjas, 2013) 
 The capacity to accumulate human capital, such as skills and knowledge, is over 

the life cycle determined by a fixed amount of ability that an individual begin life with that 

are inherent from former generations. Examples of these ability characteristics can be drive, 

strength and intelligence.  Due to heterogeneity in ability, individuals differ in their human 

capital stock accumulation, which in turn affects the returns to human capital investments and 

the earnings distribution. (Borjas, 2013) The method of Ordinary Least Squares (OLS), that is 

used in this thesis, does not take unobserved characteristics into account. Card (1999) 

investigated which type of method that is best suited for estimating the causal relationship 

between human capital investments and earnings in the presence of heterogeneous returns to 

human capital among individuals. The conclusion by Card is that the OLS method, which 

does not take unobserved characteristics into account, present valid estimates when he 

compare with different type of methods that include ability. (Card, 1999)  

 On a national level, the endogenous growth theory implies that the meaning of a 

strong national stock of human capital is that individuals within the country are able to use their 

acquired knowledge and become productive as they gain access to physical capital and production. 

Two key factors among endogenous variables are human resources development and social 

capabilities, where the latter refers to the ability an economy has when it comes to invest and 

combine human and physical capital. Efficient labor markets, transparency, well-functioning 

institutions, minimization of corruption and public policies are some of the elements that are 

included in a country´s social capabilities. (Curry, 1996) 

 National investments in human capital can work as a trigger to both social and 

economic changes and lead to economic growth. Well-functioned education related institutions are 

important links between economic development and the distribution of political power. (Nakabashi, 

et al., 2013)  Previous empirical studies have found a strong relationship between a country´s 

economic development, which human capital is an important part of, and the quality of its 

institutions. (Nakabashi, et al., 2013) Institution is defined as “...humanly devised constraints that 

structure political, economic and social interaction. They consist of both informal constraints 

(sanctions, taboos, customs, traditions, and codes of conduct), and formal rules (constitutions, laws, 

property rights).” (North, 1991, p. 97) 
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 Because of the fact that the quality of the institutions in a country affects its economic 

development, governments have a crucial role when it comes to increasing the participation in 

education. To be able to do this, they can for example implement public policies and appropriate 

funding mechanisms that are designed to support people to invest their time and money into their 

stock of human capital. Either directly by subsidies or indirectly through guarantees to banks that 

the public sector will pay the debts when students are unable to refund loans. (Dobson, 2013)   

 Similar to Vietnam, the Czech Republic has a history of communism and has been in a 

political and economic transition since the late 1980´s. Münich, et al. (2005) estimated the change 

in the returns to human capital in Czech Republic before and during the transition from a central 

planned to a market economy. The authors found that the average returns to education was 

extremely low during the communist period and education should not be rewarded by higher wages. 

Then during the transition the returns increased dramatically and all types of firms increasingly 

valued human capital investments, mostly privatized enterprises but also those firms that was 

owned by the state. (Münich, et al., 2005) 

 Another country with a strong tradition of communism, similar to Vietnam, is China 

that also experienced a strong economic growth during a period of structural changes after an 

introduction of market reforms. In both these East Asian countries institutional transformations, 

market liberalization and globalization have changed the labor market conditions dramatically 

during the recent decades. Market reforms were introduced in China 1978, more than a decade 

before the market reforms started in Vietnam 1986. China has come further in terms of commitment 

to the reforms compared to Vietnam, the country also has higher wages on an aggregated level. The 

fact that Vietnam has lower labor costs than China has made the country an alternative for 

international investors that seek low production costs in order to maximize their profit. (Cai and 

Liu, 2015) 

 Vietnam has become highly dependent on its export and during the latest years the 

demand of high-value products from abroad have increased in general. This has in turn affected the 

labor market and is shown by higher demand for more skilled workers with higher level of human 

capital.  Furthermore, the main force of economic growth in Vietnam has been due to capital 

investment, not workers´ productivity. In order to ensure economic growth in the future a change is 

required, Vietnam cannot continue rely on a labor intensive workforce since the younger population 

within the country continuously decrease. (World Bank, 2013a)   

 There exists a mismatch on the labor market in Vietnam today, between supply and 

demand of high skilled workers, even though the enrolments in higher education has increased. The 

gap exists because the amount of Vietnamese individuals with higher education still remains 
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relatively low compared with other countries. In China the government has managed to increase the 

supply of skilled labor by a decision that was made in the end of the last century, to increase the 

enrolment in tertiary school by 40 %. This led to a significant increase in the supply of skilled labor 

and today it is shown that China has an export with more technically advanced products, which 

acquire high skilled workers, in contrast to Vietnam that still has a more labor intensive production. 

Because of this, returns to human capital investments tend to be higher in China. (Cai and Liu, 

2015) 

 Based on data from 2002, Cai and Liu (2015) estimated the mean returns to education 

in urban China, which was 6.5% for male and 7.6% for female while it was 6.3% for males and 

6.4% for females in urban Vietnam. The authors also suggested that workers employed within the 

state sector owned enterprises (SOE:s) had the highest level of schooling and comparing with 

domestic private owned companies also the highest earnings (Liu, 2004). But when approaching all 

actors on the Vietnamese labor market foreign owned private companies have the highest earnings 

in the country. (Cai and Liu, 2015) 

 

3.2 Background Vietnam 

Vietnam is a country with a long history of conflicts, where both colonialism and civil war have 

been present during the last century.  Consequently, this has affected the country in many ways and 

to be able to understand the communist government and the transition from planned to market 

economy it is important to grasp the context. Below follows a review of the history of Vietnam 

focusing on the economic development and how it has affected different areas connected to human 

capital such as education and governmental institutions.  

 The presence of French colonialists who entered Vietnam 1861 started an anticolonial 

battle among the natives and the communism in the country began to develop. A struggle of power 

took place, which ended in 1954 and Vietnam was separated into two different areas; south and 

north. This reinforced a conflict that started during the Cold War when the United States supported 

the anti-Communist block in south and the Soviet Union in north. The communist block in the north 

wanted to take over the southern parts and this developed into a civil war between the north and the 

south, known as the Vietnam War. The war ended in 1975 when communist troops entered Saigon 

(today Ho Chi Minh City) to receive surrender from the leader of the south. In 1976 elected 

representatives voted to unite the two parts of the country (called Socialist Republic of Vietnam) as 

well as having the Communist Party of Vietnam in control of the country. (Lam, 2002) 

 When the two parts of Vietnam was unified in 1975 the government wanted to join the 

two different education systems that were influenced of the presence of the Soviet Union and the 
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United States in the country. After the unification the government wanted to create a “… national 

education system according to the principles of free education for all, polytechnical education 

following the socialist model, and priority for socialist ideology and practical work in all teaching 

curricula. This brought about the closing of approximately 2500 private educational establishments 

in the South.” (Nguyen, 2002b, p.66) 

 During this period of time substantial economic problems appeared in the country and 

people were starving after the unification, due to the long period of war and the additional factor 

that the US imposed an embargo regarding trade and aid to Vietnam when they left the country, 

which increased the crisis even further. The central committee tried to solve the severe economic 

problems but did not make the situation in the country better, instead there was further decline in 

the living standards and the economic expertise within Vietnamese Communist Party was 

questioned. In addition to this,  the attempt of improvement only brought higher inflation, 

corruption and smuggling which in turn made the situation worse. (Nguyen, 2002a)  

 During 1986 a set of economic and political reforms called Doi Moi was introduced in 

Vietnam as a reaction to the economic issues and the absence of confidence for the government. In 

1986 liberal reformers got significant influence within the Party and Doi Moi resulted in a 

limitation of the government. This helped the country to rebuild relationships with the member 

countries of Association of Southeast Asian Nations (ASEAN), Europe and also the United States 

who dropped their embargo against Vietnam. (Nguyen, 2002a) Foreign investments were approved 

by the government together with private enterprises and a market economy started to develop. 

(Lam, 2002) 

 The reforms that were implemented in 1986 also affected the education system and 

today it includes different parts; regular public schools, vocational training, job training courses 

(offered by the labor market), colleges and universities. When the Communist Party started to 

liberalize the country, one instant consequence was decreased education at all levels. This due to the 

income raising opportunities that occurred from the more market oriented economic climate. The 

family had to make a choice between education and the children´s support to the family income. 

(Nguyen, 2002b) 

 Compared to other countries in East Asia the enrolment in higher education is low in 

Vietnam, which is a big concern for sustainable development and competiveness on the global 

market. Even if the amount of Vietnamese people with a degree from a university is gradually 

increasing, one needs to remember that all universities might not contribute with the same level of 

human capital to the society since the quality of the education can vary between universities. On the 

Vietnamese labor market today, employers value technical skills the most in their hiring decision. 
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Today the population of Vietnam has good basic skills such as capability to read and write that 

originate in the education structure. Though there will be challenges in the future when higher 

qualifications and skills will be demanded on the labor market i.e. the schools need to produce more 

advanced skills. Employers in Vietnam have problems to find workers with suitable skills for their 

openings. On the Vietnamese labor market there exists a gap between what workers the employers 

want to hire and the workers that are available in the workforce. Employer are not able to find 

individuals with appropriate skills, which leads to a mismatching problem. (World Bank, 2013a)  

 When Vietnam started to get a more market oriented economy in the mid 1990s, 

private firms were allowed to set their own wages with less interference from the state than before. 

(Sakellariou and Zheng, 2014) This led to that the basic wage setting was able to be determined on 

the productivity of the individual worker within the firm. A labor contract system was also 

introduced Vietnam during the 1990s, which still today works as the basis for the relationship 

between the employer and the worker. (Liu, 2004) Contracts between employers and its employees 

shall use the minimum wages as a basis for a wage agreement. (The Government Socialist Republic 

of Vietnam, 2014) A minimum wage is the smallest wage that the government allow an employer to 

pay its workers. Minimum wages exist in Vietnam and is centrally determined by the government to 

prevent exploitation of workers and to ensure that workers afford the basic necessary cost of living. 

Furthermore, the minimum wage was introduced in Vietnam in the early 1990s and was adjusted 

with respect to economic growth and price inflation. The minimum wage is higher for foreign 

companies and also differs domestically among different regions in Vietnam. (Nguyen, 2013) 

 Another labor market institution that can affect workers and wages is a union, which 

in Vietnam is well organized under the Communist Party of Vietnam, i.e. not independent from the 

government. (Cai and Liu, 2015) The union has the obligation to educate workers regarding their 

rights and responsibilities. By law the union has the right on behalf of the workers collectively 

bargain, (United States Department of State, 2013) but the role of the union in Vietnam is rather to 

"…harmonising the interests of labour and management rather than to represent the interests of 

their members…" (Cai and Liu, 2015, p. 189) 

 

4 Hypotheses 
The hypotheses in this thesis are based on the human capital theory with the assumption that all 

human capital investments are positively related to earnings. Previous studies have shown results of 

an increase in the returns to education in economies that have gone through a transition from a 

planned to a market economy, for example both in Czech Republic and China. Compared to 

previous studies the data used in this thesis is relatively new, the micro data is collected by the 
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World Bank in 2012 and contributed in 2014. Two hypotheses are therefore set, on tests the theory 

and one is specific for Vietnam. Firstly, all individual human capital investments have positive 

impact on earnings. Secondly, returns to education in urban Vietnam has increased compared to 

previous studies and knowledge of a foreign language has a positive impact on earnings.  

 

5 Data 
This section presents the different data sources used. As said before this study combines both 

quantitative and qualitative data which is not common used in this kind of studies. First 

follows a description of the micro data and then follows the two sources of qualitative data, 

namely interviews and observations.  

 
5.1 Micro data 

The micro data that is used in this thesis is contributed from The World Bank. This international 

organization has a program that is entitled to give better understanding regarding the interaction 

between individual skills together with the employability and productivity in low- and middle-

income countries. This program is called STEP (Skills Towards Employability and Productivity). 

(World Bank, 2014a) The data that is used was collected in urban areas in Vietnam as a household-

based survey and was collected by General Statistics Office (GSO) in Vietnam 2012. (World Bank, 

2015b)  
 When the data was collected the first step was to gather a household roster data. This 

was done by minor questionnaires to all household members, which resulted in 18 221 observations 

and 51 variables in the case of Vietnam. From the information in the roster data one individual from 

each household was randomly selected to respond to the final more detailed questionnaire. In this 

stage the selected individual needed to fit the primarily target for the study which was; be within the 

age range 15 to 64 and live in a urban area. In the case of Vietnam the data was collected in Hanoi 

and Ho Chi Minh City, the two largest cities in the country. (World Bank, 2014a; 2014b) The 

former with 6.8 million citizens and the latter 7.7 million citizens (including suburbs) during the 

year of the data collection, according to Landguiden (2014).  

 When the sample was determined, the selection was done from urban enumeration 

areas in both Hanoi and Ho Chi Minh City. Enumeration area (EA) is signified as “… a geographic 

area, which has clear boundary and has about 100 households.” (Nguyen, 2012, p.19) In the 

sampling procedure, a framework of 15% of the total EA:s of the 2009 Population Census Survey 

was used.  The distribution regarding the EA:s between the two cities, with respect to the frame, 
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was 107 in Hanoi and 120 in Ho Chi Minh City. From every EA 15 households were chosen for the 

survey. (World Bank, 2015b) 

 The sample was selected in different stages. First 227 EA:s were selected with respect 

to probability proportional to size. This in order to take differences regarding the population into 

account in the sampling procedure. The number of households in each area was the measure of size. 

Secondly, the sample frame was used in order to determine which dwellings that should be used in 

each selected area. Thirdly, one household in each dwelling was chosen (most common is that one 

dwelling is one household). If there is more than one household in a dwelling a random choice is 

done to determine which of the household that should be included in the sample. Fourthly, the final 

respondent is randomly chosen from the household, but the individual needed to fit the primarily 

target for the study. (World Bank, 2015b) The process resulted in a final data set containing 3 405 

observations and 1 142 different variables. (World Bank 2014b) 

               
 When micro data is used it is important to take into consideration the limitations of the 

data set, this since a study never gets better than the quality of the data. We want to clarify that the 

data from the World Bank that is used in this thesis only contain observations from the urban parts 

of Vietnam i.e. it is not possible to make general conclusions for the entire country with this data. 

As presented before the data set is collected by General Statistics Office in Vietnam, which is an 

agency within the state. Since Vietnam is a restricted country with high corruption within the state it 

is important to know that the data might have been be manipulated by the government in order to 

show what they want. Though, there are no indications of modifications when wages and hours of 

 
Table1 

Summary Statistics 
 
Variables Obs        Mean      Std. Dev.              Min             Max 
Ln hourly earnings      1322        3.0     0.8086   -5.159055   5.976576 
Years of education      1322       12.1        4.2682        0              20 
Experience       1322       19.0       11.8935               -3              51 
Experience squared     1322      503.7  524.3655          0          2601 
Dummy gender  1322        0.5 0.4983          0               1 
Dummy, language  1322      0.3       0.4738         0               1 
Dummy strata 1322        0.6 0.4815          0               1 
Dummy vocational  
training      1312        0.2 0.3947        0               1 
Dummy additional 
certificate  1312        0.1 0.2308        0               1 
Dummy training 
course  1322        0.1 0.2948           0               1 
Dummy  
apprenticeship  1322        0.2 0.4243         0               1 
Dummy employment  1322        0.5 0.4985          0              1 
Dummy industry  
certificate 1322        0.3 0.4602        0               1 
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work are considered, this because the data contains both small and large values on the observations 

which indicates that different individuals are included in the sample i.e. we believe that the 

government has not chose to exclude any income groups.   

 The process of restricting the data set has been time consuming since the set of 

variables was large. To be able to choose relevant variables we went through the variables and 

categorized all of them after interest i.e. variables that were important to our study within the 

framework of human capital theory. We looked at the frequencies of the variables to see that there 

was enough answers to run the regressions in order to get as large a sample as possible and to avoid 

misleading results based on too small samples. After these limitations, we ended up using 22 

original variables from the World Bank in our regressions, the amount of variables have then been 

extended by modification of some of them to create for example dummy variables and interaction 

terms.  

 On the observations in the data set we have made further limitations, all observations 

need to have information regarding; the logarithmic hourly earnings and if the individual is working 

within the public or private sector. We also dropped observations when the amount of working 

hours were less than five hours per week and when it was more than 168 hours per week. These 

limitations are not statistically verified but instead based on common sense, it is not logical that an 

individual can work more than 168 hours per week, though we do not decrease it further since some 

individuals in Vietnam work very hard and almost all the time. The lower limit is used to erase 

observations that most likely are extreme values that do not reflect the reality.  

 The final sample used in the regression depend on the number of observations on each 

variable, see table 1 on page 11. All regressions contain 1 322 observations except the extended 

Mincer equation that contain 1 312 observations. 

 

5.2 Interviews 

Three qualitative interviews have been accomplished in Ho Chi Minh City, two with Swedish 

employers that have companies in Vietnam and one with a native that has achieved higher 

education and now is a high skilled individual within the Vietnamese labor force. 

 Interview 1 was collected 2015-04-21 in Ho Chi Minh City with Johan Sundberg who 

moved to Vietnam during the 1990´s and who is CEO at Fine Interior, which is a company 

operating mainly in the metal industry. Today the company has approximately 200 employees, that 

all are Vietnamese, and is located in Ho Chi Minh City.  See appendix 4 for further information. 

 Interview 2 was accomplished 2015-04-27 in Ho Chi Minh City with Krister Kling 

who is a Swedish Consul-general and an entrepreneur operating within the textile industry in 
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Vietnam. Krister has been living in Southeast Asia for 20 years and today he has in total 4000 

employees that all are Vietnamese.  See appendix 5 for further information. 

 Interview 3 was accomplished 2015-04-27 in Ho Chi Minh City with Phuc Vo who is 

a native Vietnamese that has a university degree in culture and tourism regarding Vietnam.  He is 

currently working at a travel company in Ho Chi Minh City. See appendix 6 for further information. 

 Two of the three interviews were done in Swedish because of this we want to 

highlight that there is a risk of misinterpretation since English is our second language and that we 

have used our own knowledge in the translation work. 

 The intention was to accomplish more interviews on site in Vietnam but it has been 

problematic to find employers that want to participate. Due to this, the qualitative data was 

expanded with observations regarding language since this is a central human capital investment in 

this thesis and we early during or staying recognized interesting behavior regarding this. 

 
5.3 Observations  

We have accomplished three observations in public places in Hanoi and Ho Chi Minh City where 

students are strolling around to practice their English with foreigners.  
 Observation 1 is done in Hanoi 2015-04-06 where we observed and talked to eight 

university students within the age range 19 to 25 when they practiced their English by talking to 

foreigners. See appendix 7 for the entire observation. 

 Observation 2 is done in Ho Chi Minh City 2015-04-20 where we observed and talked 

to ten university students that all were around 20 years old when they practiced their English by 

talking to foreigners. See appendix 8 for the entire observation. 

 Observation 3 is done in Hanoi 2015-05-17 where we observed and talked with seven 

female university students within the age range 19 to 25 when they practiced their English by 

talking to foreigners. See appendix 9 for the entire observation. 

 The disadvantage with observations is that we as observers can have selective 

memory, make misinterpretations and the environment where the observations are conducted can be 

problematic (crowded, noisy etc.) which make the observations harder to conduct in a proper way. 

There is also a risk that the individuals observed change their behavior because they want to satisfy 

the observer, though we do not think that this was a problem in our case since we only observed 

their language skills, we did not consider their thoughts and personal views. 
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6 Method 
In this thesis both quantitative and qualitative data are used. The method of Ordinary Least Squares 

(OLS) is used to estimate the returns to different types of human capital investments in urban 

Vietnam, based on micro data that has been contributed from the World Bank. As a complement, 

we have also accomplished interviews and observations on site in Vietnam, which give this thesis, 

in addition to the quantitative data, also a qualitative approach to the subject. Below follows 

separately the two part of methodology used for testing the hypotheses regarding that human capital 

investments have a positive impact on earnings and that the conditional returns to education in 

urban Vietnam is higher then 6.3%, for both males and females. 

 

6.1 Method for quantitative data 

The primary estimates are accomplished with the method of OLS, by a cross-sectional regression 

analysis at one point in time, and with several Mincerian-type of earnings equations. This method is 

used since there is no possibility to use an experimental method, which is the ideal method when 

estimating whether higher earnings among high-skilled workers are caused by their human capital 

investments or preborn characteristics, such as ability or drive. All estimated models in this thesis 

have the natural logarithm of earnings as the dependent variable and are linear in the parameters. 

This indicates on log-lin models that are measuring the percentage change in the dependent variable 

for any unit change in any of the independent variables, ceteris paribus. Assumptions regarding 

Classical Linear Regression Models (CLRM) are also controlled to see if the OLS estimates are 

valid or not. The significance level of 5% will be used in the hypotheses testing throughout this 

thesis.  The original Mincer earnings equation is a human capital function that examines the impact 

of education and labor market experience on an individual’s earnings. The original Mincer 

equation:  

                                                                                  lnYi =β1+β2Educi+β3Expi+β4Expi
2+ui,          (1) 

where lnYi is the natural logarithm of hourly earnings of individual i, Educ i is the years of 

education, Expi is a measure of work experience, Expi
2 is the measure of experience in quadratic 

form which take the concavity of the earnings profile into account and ui is the error term. In the 

data set there is an absence of experience as a variable, therefore, a potential experience variable is 

generated. This is done by taking into account age, years of education and the age when Vietnamese 

children start primary school, which is at the age of six. (World Bank, 2015a)  The variable is 

created as: 

Expi=Age in yearsi-Years of educationi-6          (2)   
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Extensions of the Mincer earnings equation are thereafter done by adding several dummy variables 

for different skills, see equation (3) below. The dummy variables are incorporated in order to 

estimate how different skills are related to the earnings of an individual. The estimations will give  

knowledge about which of the skill that is more or less gainful to invest in for individuals in urban 

Vietnam compared to the other estimates. (Sakellariou, 2009) The Extended Mincer equation looks 

as follows: 

lnYi =β1+β2Educi+β3Expi+β4Expi
2+β5D1i+β6D2i+…+βkDki+ui          3  

where D symbolize different dummy variables and the numbers show that it exist several up to the 

amount k. (Gujarati and Porter, 2009) The only difference with this equation compared to the 

original Mincer earnings equation is that further variables in the form of dummies are added. 

Dummy variables that are included in the extended Mincer equation are; gender (female=1 and 

male= 0), knowledge of a foreign language  (yes=1 and no=0), strata (HCMC=1, Hanoi=0), 

vocational education (yes=1, no=0), additional certificate (yes=1, no=0), on-the-job training (yes=1, 

no=0), apprenticeship completed (yes=1, no=0), public employment (public employment=1, private 

employment=0) and industry certificate (yes=1, no=0). 

 When all dummy variables take the value of zero, the extended Mincer earnings 

equation will be reduced to the original equation (1) and work as a reference category that will be 

used as a comparison for the estimates in the extended Mincer equation. (Gujarati and Porter, 2009) 

The interpretation of the reference category depends on the choice of dummy variables. In this 

thesis, the reference individual is a man; with X years of education, X years of experience, 

employed in the private sector in Hanoi and has no additional on-the-job training, certificates or any 

knowledge of a foreign language. 

 We expect a positive relationship between the dependent variable, logarithm hourly 

earnings and the dummy variables that are human capital investments; years of education, 

experience, knowledge of a foreign language, vocational education, on-the-job training, 

apprenticeship completed and certificates. A negative relationship between earnings and the squared 

experience, as well as the relationship between hourly earnings and the dummy variable for female 

are expected. Our expectations are in accordance with the human capital theory and to the labor 

market behavior that the wage growth decline after a certain point in life and due to gender 

discrimination. (Gujarati and Porter, 2009) 

 After the coefficients of the independent variables in the extended Mincer equation are 

estimated, we are able to enhance our understanding for the relationship between the variables in 

the model by adding interaction terms to the regressions. In all Mincer equations with interaction 

terms, the dummy variable for gender will be included together with an additional dummy variable 
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of interest. An interaction term for education by the dummy variable of interest will be generated 

and this will answer the question if individuals in urban Vietnam that have Dk gain more from 

adding an extra year of education compared to those with no Dk. The Mincer original equation will 

be extended up to maximum nine new equations, depending on how many dummy variables that are 

significant at a 5% level or of extra interest. The Mincer equation with the added interaction terms 

will then be a variant of this equation: 

Yi=β1+β2Educi+β3Expi+β4Expi
2+β5Femalei+β6 Dk+β7Educi*Dk+ei,          (4)   

where Female is a dummy for gender (female=1, male=0) and Dk stands for the dummy variable of 

interest. An interaction term that is significant at 5% level indicates that the effect of the added term 

shall not be ignored, otherwise it will. The coefficient of the interaction term is the difference in the 

effect of educational attainment for individuals with Dk and those without Dk. 

 Below, two new equations have been created just to clarify how to calculate and 

interpret the results when interaction terms are used. From now on, Dk  is shown by the dummy 

variable for language, equation (5) is for individuals in urban Vietnam with no knowledge of a 

foreign language and equation (6) is for those who have the knowledge of a foreign language. This 

is done in order to clarify what impact language has on the returns to schooling.   

Yi=β1+β2Educi+β3Expi+β4Expi
2+β5Female(=1)+β6Language(=0)+β7Educi*Language(=0)+ei ,  (5)  

Yi=β1+β2Educi+β3Expi+β4Expi
2+β5Female(=1)+β6Language(=1)+β7Educi*Language(=1)+ei,   (6)  

As mentioned above, the effect of education and language cannot be interpreted separately. Years of 

education appear in two terms with the coefficients β2and β7. The actual coefficients, i.e. the effect 

of adding one extra year of schooling is now β2+β7 * years of education*language(=0) for urban 

Vietnamese individuals with no knowledge of a foreign language which reduces the effect to only 

β2. For people with the knowledge of foreign language, the effect of adding one extra year of 

schooling is β2+β7 * years of education*language(=1) .  

 The aim of this thesis is to make OLS cross-sectional regression analyses where 

estimations are done regarding human capital investments´ impact on earnings in urban 

Vietnam. The problem with estimating the returns to different human capital investments with 

the method of OLS, is that it does not take unobserved characteristics, such as ability, into 

account. This indicates that the Mincer earnings equations have omitted variables since ability 

is not included in the equation, which overestimates the value of the coefficients.  

 The problem with overestimation can be reduced by measurement errors in the data, 

which in turn underestimate the OLS regressions i.e. the two effects cancel out each other.  (Card, 
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1999) It is likely that the micro data for Vietnam contain measurement errors in a larger extent than 

in other counties since it is common that Vietnamese individuals lie about their educational 

attainment and that they are able to buy certificates and diplomas to improve their CV:s, which is 

verified in the conducted interviews with Johan Sundberg (appendix 4) och Phuc Vo (appendix 6). 

This behaviour is probably used by the individuals that answered the questionnaires when the micro 

data was conducted i.e. the micro data probably contains measurement errors.  

 

6.2 Method for qualitative data 

During our time in Vietnam we have increased our understanding for the country and the 

people that live here. We have established relationships with local individuals both 

academically and in general during our staying which have been important in order to 

interpret and understand the people in a good way, especially since the society is very 

different here compared with western countries. As said before this thesis in done on site in 

Vietnam because of the fact that we received a scholarship from SIDA to complete a minor 

field study in a developing country. In our case this is done by collecting qualitative 

information by interviews and observations to get a greater understanding for the labor market 

and specific the human capital theory regarding wage setting.  This qualitative data is used as 

a complement to the estimates from the regression analysis, which is based on quantitative 

data from the World Bank. The intention with the interviews and the observations is to give a 

better picture of the current situation in Vietnam and to be able to make better conclusions 

and interpretations of the OLS estimates. 

 

6.2.1 Interviews 

The primary study on site in Vietnam was to accomplish interviews with local actors on the 

Vietnamese labor market, such as employers, students and Swedish representatives in Vietnam. 

This was done in order to get an overview of employers´ demand of different characteristics and 

skills, the labor market and how the educational system works in Vietnam.  

 The interviews have been semi-structured and open-ended questionnaires have 

been used, which were administrated by us as interviewers. This structure of interviews make 

the informants more able to speak their mind and answer more freely then if we instead had 

used closed-ended questionnaires. One have to take into account that research made by 

interviews that are not taped may include bias due to misinterpretation in the administration of 

the recording. To make the conclusions from the interviews as unbiased as possible, we have 

controlled all answers with the informants before using it in the thesis.  
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6.2.2 Observations 
During our field study in Vietnam we noticed that university student are strolling around in 

public places where a lot of foreigners normally spend time. The students do this in order to 

talk with foreigners and practice their English. This was a phenomenon that we recognized 

very early when we arrived in Vietnam and we decided to make observations in order to see 

how the integration with foreigners work, this in order to see the current language standard 

among young adults in the country today and how they behave in a situation like this. 

 Since the focus in the thesis is to examine the labor market and how specific 

parts of human capital, like language, affect the wage our main attention in the observations 

was to see how the students handle a conversation in English both regarding the language and 

how they react in terms of body language. The purpose with the observations, which also is an 

advantage with observations, is to expand the understanding for the estimates and get an 

interaction from reality in the thesis, and this by studying the behavior of students in their 

own natural environment (not structured and planned as an interview). The observations are 

done by participant observations at a moderate level which indicates that we as observers 

were involved in the observations but kept an outsider objective role, where we let the 

students form the discussion and we just replied and continued with follow-up questions. 

During the observations we used memorandum to be able to write down the observations 

afterwards.  

 

7 Results 
7.1 Results quantitative data 

The first step in the cross-sectional regression analysis was to control if any of the 

assumptions necessary for the OLS estimates to be CLRM were violated or not. According to 

the Reset test, which tests the linearity assumption, there exist non-linearity in the data, which 

indicates that more non-linear effect by including squared effects to the regressions could be 

added but we have neither time nor focus to find the best fitted model for the population. The 

main focus in this thesis is to estimate the returns to human capital investments, i.e. estimate 

the coefficients of the independent variables in the Mincer-type equations. That is why we 

keep the preferred results from having the logarithm hourly earnings as the dependent 

variable and years of education, experience, squared experience, dummy variables and 

interaction terms as independent variables (see appendix 2). The assumption of no  
multicollinearity (a perfect linear relationship between two or more variables) was not 
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violated but the VIF-test gave indications of near multicollinearity on the extended Mincerian 

equations that includes interaction terms.  

 Appendix 2 displays the distribution of conditional average logarithm hourly 

earnings regressed by years of educational attainment, years of experience, nine dummy 

variables for different skills, sector and city of employment and four interaction terms. In 

table 2 below it is shown by the Mincer original equation that the hourly earnings in year 

2012 are positively related to the years of education and experience for individuals in urban 

Vietnam. The 5% level of significance indicates that the null hypotheses can be rejected in the 

Mincer original equation, the two independent variables, years of education and experience, 

are negative or equal to zero and that the returns to education is lower or equal to estimates 

from previous studies. The coefficient for the independent variable years of education 

suggests that an additional year of schooling would increase hourly earnings by 9% while an 

additional year of experience would increase hourly earnings with 3.4%.  

 
 The Mincer extended equation, see appendix 2, column 2, informs about the 

relationship between the logarithm hourly earnings and all the independent variables 

separately. First of all, it is shown that there are six of the twelve explanatory variables that 

are significant at 5% level. The remaining independent variables are insignificant. At the 

significance level at 5% the null hypothesis can be rejected, which states that coefficients for 

three of the human capital investments, years of education, years of experience and 

knowledge of a foreign language, are negative or equal to zero. The coefficient for years of 

 
 
 

 
 
 

Table 2 
Coefficients regarding years of education, experience, gender and language 

For complete regressions see appendix 2 

 
Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
 

 (1) (2) (3) (4) (5) (6) 
VARIABLES Original 

Mincer 
Equation 

Extended 
Mincer 

Equation 

Mincer with 
interaction 
language 

and 
education 

Mincer with 
interaction 

public 
employment 

and education 

Mincer 
with 

interaction 
strata and 
education 

Mincer with 
interaction 

term for 
female and 
education 

       
Years of education 0.090*** 0.080*** 0.074*** 0.088*** 0.107*** 0.079*** 
 (0.005) (0.006) (0.006) (0.007) (0.010) (0.007) 

 
Experience 0.034*** 0.041*** 0.038*** 0.034*** 0.034*** 0.034*** 
 (0.006) (0.006) (0.006) (0.006) (0.006) (0.006) 

 
Dummy gender  -0.173*** -0.169*** -0.178*** -0.184*** -0.430*** 
(female=1, male=0)  (0.039) (0.039) (0.039) (0.039) (0.117) 

 
Dummy language   0.202*** -0.064    
(yes=1, no=0)  (0.046) (0.148)    
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education is estimated to be 8%, years of experience 4.1% and knowledge of a foreign 

language 20.2%. In this extended Mincer equation, it is shown that the coefficient for years of 

education has decreased compared to the original Mincer equation in column 1, from 9% to 

8%. The hypothesis that human capital investments are positively related to earnings does not 

hold when it comes to completed apprenticeship, the OLS estimation indicates on a negative 

relationship between the variable and earnings in urban Vietnam in year 2012.  The 

coefficients for squared experience and gender indicate on a negative impact on earnings. 

 The estimations continued with OLS regressions based on the Mincer original 

equation were independent variables that were significant at a 5% level and the dummy 

variables for HCMC and public employment from the Mincer extended equation were added. 

Four different OLS regressions were thereafter made and each equation included: the female 

dummy variable, a second significant dummy variable and an interaction term between the 

second dummy variable and the independent variable years of education.   

 The estimates from the regression that include the interaction term of education 

by language are shown in appendix 2 column 3. The Mincer original equation model has been 

extended by adding a dummy variable for gender (female), a dummy variable for knowledge 

of a foreign language and an interaction term for education by language, see equation (6) in 

section 5.1. This equation answers the question if individuals in urban Vietnam with 

knowledge of a foreign language gain more from adding an extra year of education compared 

to those with no knowledge of a foreign language. The coefficient of the interaction term, 

education by language, is significant which indicates that the interaction effect should not be 

ignored. The coefficient of the interaction term is the difference in the effect of educational 

attainment for people with the knowledge of a foreign language and those with no knowledge 

of a foreign language. 

 After adding the interaction term to the model, years of education can no longer 

be interpreted as a main effect because the interpretation of all of the coefficients have now 

been changed. The marginal effect of adding one extra year of schooling is estimated to be 

7.4% (0.074) for urban Vietnamese’s with no knowledge of a foreign language and 9.6% 

(0.074+0.022 = 0.096) for those with knowledge of a foreign language.  

 The same procedure of interpretation is made for the rest of the equations in 

column 4, 5 and 6. The only interaction terms that were found significant at 5% level were 

education by language and education by gender, which both had positive coefficients. 

Appendix 2, column 6, show the Mincer equation with the interaction term for education by 

gender, which indicates that females in urban Vietnam gain more from an additional year of 
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education than males. As mentioned before, the coefficients cannot longer be interpreted 

separately after the interaction term has been added in the Mincer equation model. The 

marginal effect of one extra year of schooling for males in urban Vietnam is therefore 7.9% 

(0.079) and for females it is 10% (0.079+0.021=0.1). The difference in the returns to 

education for males and females in urban Vietnam is then estimated to be 2.1%. 

 In the OLS estimations, we found that the interaction terms education by public 

or state employment and education by city of employment both are insignificant at 5% level. 

This indicates that these two interaction terms can be ignored.   

 

7.2 Results qualitative data 

7.2.1 Interviews 
Below follows the result from the interviews that have been collected on site in Vietnam 

during spring 2015. The answers from the different informants are incorporated and the text is 

following different topics. The interviews are subjective evidence that should be used to 

understand the underlying interpretation of the more objective results from the regressions 

and that the scientific knowledge about how the labor market actually works seen by 

participants in the labor market, is not well known in previous studies. For the structure of the 

interview see appendix 4 for interview 1 with Johan Sundberg, appendix 5 for interview 2 

with Krister Kling and appendix 6 for interview 3 with Phuc Vo. The entire interviews are 

available on request. 
 In interview 3 Phuc Vo explains that education is not compulsory in Vietnam, 

the government only encourage the Vietnamese people to study. Phuc says that the family is 

central for the Vietnamese people and that the motivation to study and reach potential success 

is that you should be able to provide for your own family in the future. 

 The education system in Vietnam is very problematic, according to Krister 

Kling in interview 2. Today the spots at the better schools are often bought and the teachers 

sometimes get paid to give the students good grades. It exist several different types of schools 

and the standard of the students can vary a lot. This is also confirmed in interview 3 by Phuc 

Vo who says that this is the situation today in Vietnam and that it also get more common that 

parents send their children to universities outside the country for better education. 

 According to both Johan Sundberg in interview 1 and Krister Kling in interview 

2, personal connections are very important in the country.  In interview 1 Johan Sundberg 

says that in many companies you get employed because of personal connections instead of 

qualifications.  In interview 2 Krister Kling gives an example of this, he explains that if you 
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want to become a cop in Vietnam then you need to know someone that already is a cop and 

then you can buy your employment. 

 According to Phuc Vo in interview 3, there are two types of people in Vietnam. 

The first type has an influential or wealthy family, and then it is not a problem to receive a 

good job. The second type has no connections and he or she must be outstanding in school to 

get a good job. Without good connections it can be problematic to find a job since work in 

Vietnam often is relationship related. Even if you want a work as a cleaner at the airport, you 

need to have connections. It is the same situation for all different types of jobs in Vietnam. 

 In interview 2 Krister Kling explains that the governmental corruption in 

Vietnam is high and that a few families own everything, it also exist corruption among the 

ordinary citizen in their everyday life. Krister does not think that it is hard to work in 

Vietnam, with respect to corruption, if you acquit oneself. Both Krister Kling and Johan 

Sundberg in interview 1 believe that it is harder for a foreign company because of the higher 

costs due to unequal conditions on the market. In interview 1 Johan Sundberg highlights the 

importance of criticism towards information published by the government because they have 

a tendency to bring out the positive and avoid the negative parts. 

 Regarding the union Johan Sundberg in interview 1 explains that all his 

employees need to be members of the union because that is the way he wants it to be to avoid 

conflicts regarding regulations at the workplace. In interview 2 Krister Kling explains that the 

union is present when working conditions and similar documents are signed. 

 When it comes to finding labor, Johan Sundberg in interview 1 says that this is 

not a problem in Vietnam but it is hard to find appropriate workers that have the knowledge 

and skills that the firm is demanding. Johan Sundberg highlights that a skill that Vietnamese 

workers generally are missing is the lack of knowledge regarding logical thinking. In general 

Vietnamese individuals cannot see the logic behind an issue and this is a problem on all 

levels, even among individuals that have a university degree. According to Phuc Vo in 

interview 3, young people with good education like himself do not know how to train 

themselves to be better individuals on the labor market, he says that rich people go abroad to 

learn. 

 Krister Kling says in interview 2 that most employment opportunities in 

Vietnam are within the textile industry, composition industry and light industry. Every year 

approximately one million Vietnamese individuals enter the labor market but there is a 

growing problem that comes along with the prosperity increase that is, people in the country 

want to have better jobs and the easier jobs are no longer of interest. It therefor gets harder for 
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employers to get people into the labor market since the most job opportunities are within this 

field. According to Phuc Vo in interview 3, a majority of Vietnamese individuals prefer to 

work in private business. He also explains that a person that joins the military will be good 

taken care of, but will not get rich. People who want to become rich should instead open their 

own business. Both Phuc Vo and several of his friends want to have their own businesses and 

they all have in common that they want to be their own bosses in the future. Phuc Vo also 

clarify in interview 3 that the majority of the population that are born in the 1980s do not want 

to work in manufacturing. 

 In interview 2 Krister Kling emphasize the problem that comes with increasing 

wages for himself as an employer within the textile industry. When the wages are increasing 

gradually the costs for the companies increase as well.  Companies start to look at alternative 

countries to Vietnam to see if it is any possibility to decrease the costs.  

 According to Johan Sundberg in interview 1, the language was a problem when 

he arrived in Vietnam and he decided to learn Vietnamese, which is the language mostly used 

within his company today. Johan tells us that Vietnamese individuals in general are good in 

English literacy but not when it comes to speaking the language. This is also confirmed by 

Phuc Vo in interview 3, who also says that most Vietnamese people have great literacy 

knowledge, regarding English, they are good in grammar and writing but speaking and 

pronunciation is bad since they never use the language in school. Johan says in interview 3 

that he believes that individuals in Vietnam learn English in order to have better job 

opportunities on the domestic labor market, not in order to emigrate. In interview 2 Krister 

Kling explains that he talk several languages and at his company they use Vietnamese, 

English and French. He does not think that the language is a problem at the company, it is 

about give and take, the workers can learn from each other and communicate in different 

ways. Neither Krister Kling in interview 2 nor Johan Sundberg in interview 1 do have any 

requirements regarding language for their workers in the production and both the employers 

only have Vietnamese workers in their staff. The employees, at Johan Sundberg´s company, 

that work with administration and contacts abroad need to have good English skills. 

 Both Johan Sundberg in interview 1 and Krister Kling in interview 2, highlight 

the problem regarding disloyal workers in Vietnam, which forces the employers to hire new 

workers more often according to Johan Sundberg in interview 1. Krister Kling explains in 

interview 2 that in his company he is hiring 60 sewers per month but after one month 58 have 

quit their job because after this period they have acquired experience from the work and can 

then require higher wages on other companies. In interview 3 Phuc Vo explain that his 
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generation does not keep themselves to only one employer because they want to test different 

jobs and get as high wage as possible, Phuc himself has been working at 20 different traveling 

businesses already at the age of 26. 

 In the hiring decision it is favorable if the applicant for the job has the right 

qualifications according to Johan Sundberg in interview 1, but he also explains that this is 

rarely the case. At his company they use on the job training where the workers in the 

production gradually learn the skills acquired for the job. The first step in Fine Interior hiring 

decision is to look at the CV, but this is not decisive because of the fact that as an employer in 

Vietnam you can never know if the information in the CV is true or not and it is hard to 

control the validity. This is reinforced by Phuc Vo in interview 3 who say that foreign 

companies do not care that much about certificates or CV:s because they know that they can 

be fabricated or bought very easily in Vietnam. According to Johan Sundberg in interview 1 

work experience and personality are most important when it comes to the hiring decision, for 

example you must be able to work well in groups. Having an education is of course good 

when you are applying for a job but it is not the most important, says Johan. The company 

avoids to hire individuals that have been changing employer very often during a short period 

of time, since this is a sign of disloyalty against the employer. In interview 2 Krister Kling 

explains that his company has a collaboration together with the textile university so he get 

workers with appropriate sewing skills direct from university. If the company needs to hire 

sewers in excess of this then recruitment tests are used where the sewer who is applying for 

the job is assigned to sew a shirt that afterward is evaluated. If the sewing is good enough the 

sewer get the job. 

 

7.2.2 Observations 
The entire observations are found in appendices 7, 8 and 9. The aim of all three observations 

was to examine the occurrence that Vietnamese students practice their English by talking to 

foreigners in public places. All observations confirm that the knowledge of speaking English 

is poor among students in Vietnam and that they practice the language on their spare time 

because they only learn literacy in school. The lack of courage to talk spontaneous in English 

with foreigners was in common for both observations conducted in Hanoi, observation 1 and 

3. In these observations the students used on beforehand structured questions that was basic 

and they did not in general adapt their questions to our answers.  

 During observation 1 we as observers could notice the limited knowledge in 

English and that the students struggled to find appropriate words and understand our answers. 
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When their lack of knowledge were shown they were embarrassed and let someone else 

continue the conversation instead of trying to understand and learn. In observation 1 it was 

one student that was noticeably better in English than the others and he became a leader of the 

group and directed the conversation by trying to get everybody to talk.  

 In observation 2 the students took in turn to talk with us in order for everyone to 

speak. The conversation was spontaneous and all students were very free-spoken. They were 

very good in adapting their questions to our answers to get a good flow in the conversation. If 

the students had any problems with understanding our answers or they could not find the 

appropriate words they tried to explain it in another way or asked us if we could reformulate 

our answers in order for them to understand and learn. The students also highlighted the 

importance of speaking English in order to learn and increase their knowledge. They also said 

that if you wanted to get a good tutor in English you need to hire a private one, which is very 

expensive and then they said that they think that it is better to talk with foreigners because it is 

for free.  

 In observation 3 it was one girl who had noticeably better English than the other 

students and she told us that the population in Vietnam overall are bad in speaking English. 

People only learn what they have to in order to be able to do business. The girl that had good 

knowledge in English helped the others when they had trouble with understanding our 

answers or finding appropriate answers to our follow-up questions. This made the 

conversation fluently even though most of them had severe absence of knowledge in English.  

 
8 Analysis 
This analysis combines the results from both the quantitative and the qualitative data that have 

been presented in the previous sections.  

 The human capital theory implies that investments in the human capital stock 

should be positively related to earnings. Estimates from the earnings equations, see appendix 

2, show that the theory holds for the human capital investments; years of education, 

knowledge of a foreign language and experience, which all are significant and have positive 

impact on earnings for individuals in urban Vietnam in year 2012. The theory does not hold 

when it comes to apprenticeship completed, which has as negative coefficient in the OLS 

regression that indicates on a negative impact on earnings. Individuals that conduct 

apprenticeship may be correlated with low-skill jobs and therefore, the signaling theory might 

be a better explanation to this relationship than the human capital theory. Apprenticeship 

completed might work as a signal that this individual is a low-skilled worker that has chosen 
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not to attain higher education and become high-skilled.    

  This study has been accomplished in order to find out how much different 

investments in human capital are worth when it comes to earnings in Vietnam. High returns to 

human capital investments, such as schooling or learning a foreign language, give individuals 

incentives to make investments in themselves instead of working. As presented in the 

theoretical framework, studies that examine the returns to individual investments in human 

capital are important in order for individuals to determine the optimal level of investments in 

themselves.  

  The coefficient estimates, in all regressions, indicate that each additional year of 

schooling will increase hourly earnings with approximately 8-9%, which is lower then the 

average return to schooling of 11% in developing countries world wide according to 

Psacharopoulos and Patrinos (2004). In other words, the returns to education in Vietnam is 

higher than 6.3% in all regressions completed. This is in accordance with the hypothesis that 

returns to education in urban Vietnam should be higher than estimates from previous studies, 

for both males and females. This reinforce the evidence that have been shown in previous 

studies that returns to education increase during a transition, which also were the case in 

Czech Republic and China during their transitions. All equations in appendix 2 show that the 

marginal effect of schooling is greater than the marginal effect of experience. These results 

from the quantitative data contradict with the results received in the qualitative data, from 

interview 1 with Johan Sundberg and interview 2 with Krister Kling. As employers, both of 

them implied that they value experience over educational attainment, diplomas and 

certificates. This is due to widespread corruption that occurs on a daily basis in Vietnam, 

where it is possible and very common that workers buy certificates and or diplomas to 

improve their CV:s.     

 The estimated returns for knowledge of a foreign language shows that this skill is 

highly valued in urban Vietnam and has the largest returns among all the human capital 

investments examined in this thesis. The coefficient is estimated to be 20.2% in the extended 

Mincer equation and this result indicates that individuals in urban Vietnam will gain a lot 

from investing time and money in a foreign language. All the observations shown that 

knowledge of a foreign language, English, is poor among university students in Vietnam, 

especially in Hanoi. Several students struggled quite a lot to find the appropriate words and 

understand a simple conversation. In the observations the language studied was English 

because this was the language that we as observers could manage with our language skills and 

also due to the fact that English is the most common foreign language among the Vietnamese 
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people according to the micro data compared with Chinese, Korean and Japanese. See 

appendix 3 for details.  

 The high returns on knowledge of a foreign language can also originate from the 

fact that Vietnam has become more market oriented the last decades, since the 

implementation of Doi Moi, which made the country more dependent of export. This 

connection to the global market requires knowledge regarding foreign languages to be able to 

trade and do business. Because of the fact that the economy has become more market oriented 

today, according to Phuc Vo in interview 3, the majority of Vietnamese individuals prefer to 

work within the private sector. Today when the wages are determined by the firm and on 

individual basis for the worker, individuals can increase their wage by shifting job. When they 

have acquired experience they shift job to get a higher wage and this have developed disloyal 

workforce in Vietnam, which is confirmed by all interviews.    

 Returns to education are relatively high in the regressions compared to previous 

studies regarding Vietnam, even though it is stated in the interviews that the education system 

is problematic within the country. The importance of money is extreme in Vietnam, which is 

explained by Krister Kling in interview 2, and this means that all families do not afford to put 

their children in school.  He implies that to become a student at a good university one needs to 

pay for the spot and might even pay to get good grades. He also states that the graduated 

students vary in quality when they get into the labor market. Phuc Vo explains in interview 3 

that there is two types of people in Vietnam, the one with money and or influence and the one 

with none of them. The latter type needs to be outstanding in school to get a good job, and it 

can sometimes be hard anyway. In all three interviews it is confirmed that the labor market in 

Vietnam is relationship based which means that connections are more important than 

knowledge and qualifications. This means that individuals do not face the same conditions on 

the Vietnamese labor market.      

 The labor market in Vietnam exists of a heterogeneous work force with 

individuals that have different levels of human capital. It might be the case that the generation 

today have more drive and entrepreneurial spirit compared with former generations, since 

Phuc Vo in interview 3 states that the majority of the population that are born in the 1980s do 

not want to work in manufacturing that was the main occupation among previous generation. 

Instead, Phuc Vo says that people who want to become rich should open their own business 

and this is something that Phuc and most of his friends have in common.  In the future, they 

want to be their own bosses.    

 In the introduction it is described that it exist a mismatching problem regarding 
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high skilled workers in Vietnam even though the enrolment in higher education has increased 

the last years. In interview 1, Johan Sundberg confirms this problem and he explains that it is 

hard to find workers with appropriate skills and that logical thinking is an example of a skill 

that he thinks is hard to find among Vietnamese workers. This specific knowledge is 

developed during school attendance and because of this, it might be a sign that the education 

system in Vietnam needs to develop and adjust in accordance to the transition. The labor 

market today has a larger demand for high skilled workers. This indicates that institutions 

within the schooling system need to provide good and relevant education for the students in 

order for them to match the demand from the employers. The education system needs to 

provide the Vietnamese students with good conditions that are updated to the present situation 

on the labor market and this show the importance of the institutions in a country.  In previous 

studies it is shown that the quality of the institutions within the state is an important factor in 

the development for a country. In interview 3 Phuc Vo explains that the education system in 

Vietnam is not compulsory, which indicates that the government can only encourage people 

to study. This is a possible area for implementation of regulations or for example subsidies in 

order to everyone to get appropriate education and to increase the national stock of human 

capital through education.  

 Another possible explanation to the mismatching problem is that there might exist 

an information gap between employers and the work force regarding what type of skills and 

labor employers are demanding. In interview 1 Phuc Vo explains that even well-educated 

individuals, as himself, do not know.     

 It is important to have in mind that the causal impact that the different explanatory 

variables could have on earnings, may not been captured in this thesis. There might be other 

characteristics or covariates, such as the quality of school, family background etc., which may 

be important when it comes to determine differences in earnings for individuals in urban 

Vietnam. Unobserved characteristics such as ability, drive and strength may also have impact 

on earnings. The OLS-method, which has been used in this thesis to estimate the returns to 

human capital investments, does not take unobserved characteristics into account. The method 

of Instrumental Variables, based on family background, is sometimes used to do this. But a 

previous study by Card, suggests that the estimates of the conditional returns to education by 

the both methods do not differ that much. This means a simple cross-sectional regression 

analysis may be as good as any other method.   

 When adding the interaction term for education by language it is shown that the 

new terms are significant and positively related to hourly earnings. These results indicate that 
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the returns to education increases for individuals that also have knowledge of a foreign 

language compared to those with no knowledge of a foreign language. In interview 1 and 2, 

with Johan Sundberg and Krister Kling, it is shown that they do not have any language 

requirements when they are hiring workers in their production. Johan explains that individuals 

that should work with administrative tasks need to have knowledge in English otherwise not, 

since the main language at the company is Vietnamese. According to them, the language is 

not valued as much as experience and the ability to work in groups, at least in the production. 

The reason for these contradictive results might be because the interviews are accomplished 

with two Swedish employers that both have a labor-intensive production. If interviews instead 

had been done with larger Swedish companies, such as Volvo or IKEA, who demands 

workers with different skills to a greater extent, the results from the qualitative data might had 

been very different.  

 As the pool of workers with higher educational attainment increases, the easier it 

becomes for employers to find qualified workers, which probably will decrease the returns to 

education in the long run. Based on the estimated returns to education from this thesis, the 

amount of individuals in Vietnam should have incitements for increase their level of 

schooling and learning a foreign language. 

9 Conclusion 
The main conclusion that can be drawn from this study is the importance of policies in order 

to affect the education system and thereby the national human capital stock in Vietnam, which 

in turn is important to develop in order for the country to prosper as a MIC and continued 

economic growth. Individuals in the urban parts of the country seem to have incitements and 

motivation, based on quantitative data and complementary qualitative data, to increase their 

individual human capital stock through educational attainment already. Instead, the problem 

seems to lie in the varied access to good quality of education in Vietnam. This is due to high 

cost for educational attainment. Indications that there is a absence of a well working 

economic system that supports and encourages Vietnamese individuals to invest time and 

money in their human capital accumulation have been seen. This is not taken into account in 

this thesis but it is a subject suitable for further research. 
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Appendices 
 
Please note that appendices 4, 5 and 6 contain basic information and questions from the 

conducted interviews, the complete interviews are available upon request. The complete 

interviews with Johan Sundberg (appendix 4) and Krister Kling (appendix 5) are only 

available in the origin language Swedish on request and the text shown in the appendices are 

translated into English. 

 
 
 
Appendix 1  
Graphs for the schooling decision and the wage schooling locus  
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increase only from  w   DROP   to  w  ACE , which is much less than what a high school graduate 
like Bob now earns ( w   HS  ). 

 Put differently, the wage gap between Ace and Bob arises for two reasons. Bob has 
more schooling than Ace and, hence, is getting the returns to additional schooling. Bob, 
however, also earns more than Ace because Bob is more able (and his wage locus lies 
above Ace’s). The wage differential between these two workers, therefore, incorporates 
the impact of both education and ability on earnings.  

  Ability Bias 
 The model provides an important lesson: If there are unobserved ability differences in the 
population, earnings differentials across workers do not estimate the returns to schooling. 
The correlation between schooling and earnings across workers is contaminated by ability 
differentials, and hence does not provide an answer to the question that initially motivated 
our analysis: By how much would the earnings of a particular worker increase if he were 
to obtain more schooling? 

 Why should one care about this type of ability bias? Suppose that a well-meaning gov-
ernment bureaucrat observes that high school graduates earn $15,000 more per year than 
high school dropouts. He uses these data to convince policymakers that funding programs 
that encourage students to complete high school would increase the average wage of high 
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high school and Bob gets a high school diploma. The wage differential between Bob and Ace (or wHS ! wDROP) arises 
both because Bob goes to school for one more year and because Bob is more able. As a result, this wage differential 
does not tell us by how much Ace’s earnings would increase if he were to complete high school (or wACE ! wDROP).
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Appendix 2 
Coefficients for all regressions 
 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

 (1) (2) (3) (4) (5) (6) 
VARIABLES Original 

Mincer 
Equation 

Extended 
Mincer 

Equation 

Mincer with 
interaction 

language and 
education 

Mincer with 
interaction public 
employment and 

education 

Mincer with 
interaction 
strata and 
education 

Mincer with 
interaction term 
for Female and 

education 
 
Years of education 

 
0.090*** 

 
0.080*** 

 
0.074*** 

 
0.088*** 

 
0.107*** 

 
0.079*** 

 (0.005) (0.006) (0.006) (0.007) (0.010) (0.007) 
Experience 0.034*** 0.041*** 0.038*** 0.034*** 0.034*** 0.034*** 
 (0.006) (0.006) (0.006) (0.006) (0.006) (0.006) 
Experience squared -0.001*** -0.001*** -0.001*** -0.001*** -0.001*** -0.001*** 
 (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 
Dummy gender    -0.173*** -0.169*** -0.178*** -0.184*** -0.430*** 
(female=1, male=0)  (0.039) (0.039) (0.039) (0.039) (0.117) 
 
Dummy language  

  
0.202*** 

 
-0.064 

   

(yes=1, no=0) 
 

 (0.046) (0.148)    

Dummy strata   0.028   0.330**  
(HCMC=1, Hanoi=0)  (0.043)   (0.154)  
 
Dummy vocational  

  
0.028 

    

(yes=1, no=0)  (0.049)     
 
Dummy add cert (yes) 

  
0.069 

    

(yes=1, no=0) 
 

 (0.085)     

Dummy training (yes)  0.096     
(yes=1, no=0) 
 

 (0.068)     

Dummy apprenticeship 
(yes=1, no=0) 

 -0.098** 
(0.047) 

    

       
Dummy employment 
(public=1, private=0) 

 -0.032 
(0.044) 

 -0.140 
(0.137) 

  

       
Dummy industry cert   0.056     
(yes=1, no=0) 
 

 (0.045)     

Interaction education 
by language 

  0.022** 
(0.011) 

   

       
Interaction education 
by employment  

   0.009 
(0.010) 

  

       
Interaction education 
by strata  

    -0.021* 
(0.011) 

 

       
Interaction education 
by gender  

     0.021** 
(0.009) 

       
Constant 1.622*** 1.708*** 1.794*** 1.762*** 1.460*** 1.865*** 
 (0.091) (0.109) (0.099) (0.105) (0.158) (0.109) 
       
Observations 1,322 1,312 1,322 1,322 1,322 1,322 
R-squared 
 
RESET test 
HETTEST 
White test 

0.231 
 
INVALID 
ACCEPT 

- 

0.261 
 
INVALID 
ACCEPT 

- 

0.260 
 

INVALID 
REJECT 
ACCEPT 

0.244 
 

INVALID 
ACCEPT 

- 

0.246 
 

INVALID 
ACCEPT 

- 

0.246 
 

INVALID 
ACCEPT 

- 
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Appendix 3 
Frequency regarding language variables 
 
Below follows the language variables that are included in the dataset from the World Bank. 
At first the respondents answer if they talk another language and if they say yes the 
interviewer continue by asking which language among English, Chinese, Korean and 
Japanese. 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Variable Obs Percent Cum. 
 

Language 
   Yes 449 33.96 33.96 

No 873 66.04 100.00 
Total 1,322 100.00 

     
 

English 
   Yes 372 82.85 82.85 

No 77 17.15 100.00 
Total 449 100.00 

     
 

Chinese 
   Yes 82 18.26 18.26 

No 367 81.74 100.00 
Total 449 100.00 

     
 

Korean 
   Yes 4 0.89 0.89 

No 445 99.11 100.00 
Total 449 100.00 

     
 

Japanese 
   Yes 9 2.00 2.00 

No 440 98.00 100.00 
Total 449 100.00 
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Appendix 4 
Interview 1 with Johan Sundberg 
 
Johan Sundberg is the CEO of Fine Interior, which is a company operating mainly in the 
metal industry. The company is located in Ho Chi Minh City in Vietnam and we got in touch 
with John through contacts on Konga Mekaniska AB, which is a partner of Fine Interior. We 
have had e-mail contact with John since autumn 2014.  
 
Date: 2015-04-21 at 8:00-10:00 a.m. 
Location: Cafe Molinari, 1-5 Le Duan St., Dist. 1 (Nguyen Binh Khiem), Ho Chi Minh City, 
Vietnam 
The interviewers: Linda Nilsson and Emma Wigren 
 
Johan chose the site for the interview and we met up at Cafe Molinari for a breakfast and to 
conduct the interview. The area was very quiet as it was early morning and the café was 
located in a modern building where many large companies have their offices. When Johan 
arrived, we decided, together, that the interview should be conducted on the outdoor terrace. 
 
Questions for the interview with Johan Sundberg 
 
Is it possible for us to record the interview? We will send the material that we would like to 
publish in the bachelor essay for approval to you after the interview has been compiled. 
 
Why did your company decide to put the production in Vietnam? Why not in another Asian 
country?  
 
We have been reading on your website that you have 250 employees in the production and 20 
in the administration, is this correct or have you hired more workers since that was written? 
 
Have you considered expanding to other markets? 
 
Are you planning to hire more workers in the future? 
 
What kind of labor do you use? Does Fine Interior only hire Vietnamese workers, or does the 
company also hire foreign workers, such as Swedes? 
 
To increase productivity/skills: how do you progress? Do you have on-the-job training for 
your employees? Does the company give any training for specific skills or does it require that 
new employees must possess the knowledge before they get hired? 
 
Have you had problems finding workers? More specific, finding workers with the specific 
qualities/skills that Fine Interior requires? 
 
How do you handle language differences within the company? 
 
Do you think the Vietnamese people learn English to be able to emigrate / leave the country in 
the future? 
 
How do you find new workers to hire? 
How does the hiring process work and how does the labor market work in Vietnam? 
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What qualities and skills are you looking for when you are hiring new workers? 
 
When do people go into retirement in Vietnam? 
 
Do you notice differences in taxes because of the fact that Fine Interior is a foreign company, 
compared with domestic? 
 
How is the distribution between women and men at your workplace? 
 
According to published articles, Vietnamese companies in general use the minimum wage as 
a base in the wage setting, do you use the same method? Or how do you otherwise proceed? 
Do you use individual salaries or do all workers have the same wage?  
 
Does age matter when it comes to wage setting?  
 
Are your employees members of a trade union? Is a trade union representative present in 
wage negotiations? 
 
General comments 
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Appendix 5 
Interview 2 with Krister Kling 
 
Krister Kling is the Honorary Consul General of the Swedish Consulate in Ho Chi Minh City, 
Vietnam, as well as an entrepreneur in the textile industry in the country. 
 
Date: 2015-04-27 at 10:00 -11:00 a.m. 
Location: Honorary Consulate General of Sweden, 186 Nguyen Van Huong Street Ward Thao 
Dien District 2, Ho Chi Minh City, Vietnam 
Interviewers: Linda Nilsson and Emma Wigren 
 
The place for the interview was the Swedish Consulate in Ho Chi Minh City, which is 
Krister's workplace. The consulate is located in a neighborhood outside the city, which was 
very quiet in comparison to the city center, one got the feeling that it was a better area where 
the Westerners lived as there was much foreign schools and exclusive villas. 
  
Questions for the interview with Krister Kling 
 
General 
 
What are the tasks that consist of the consulate? 
 
Sweden has decided to stop giving aid to Vietnam, can you tell us more about this? 
 
Why was the decision to stop giving aid to Vietnam made? 
 
Is it not difficult to work in a country with such high corruption? 
 
What kind of business do you have? 
 
How does it work with the language differences at your workplaces? 
 
Has the language been a problem for you in Vietnam?  
 
We told Krister about the subject of our thesis, returns to education and what type of workers 
that are demanded by firms in Vietnam and then Krister started to talk about the Vietnamese 
schooling system.  
 
Does it not cost much for the Vietnamese people to send their children to school? 
 
We told Krister that we have met a Vietnamese man who has become highly educated abroad 
and who now works for the state and that, according to him, it was quite difficult to manage 
on the salary he had. Do you think it is hard for people in Vietnam to live their everyday life 
on their salaries? 
 
You talked a bit about Russia before, and how the country has influenced the Vietnamese 
schooling system. Historically, how has the schooling system in Vietnam been working? 
  
How has the relationship between Sweden and Vietnam been? 
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How does is works with high technology products in Vietnam?  
 
What is the positive aspect with Vietnam when international investors choose to locate their 
production here? Is it the Vietnamese workforce? 
 
How do you proceed when you are looking for new workers? What types of qualities do they 
need to possess? 
 
Do you require any special language skills in the hiring decision? 
 
Are wages for a worker based on educational characteristics and skills or is it rather based on 
skills from experience?   
 
How is the situation with unions in Vietnam today? 
 
Do you think that schools in Vietnam have been improved after the implementation of the 
reforms in the late 80´s? 
 
Is it difficult to get loans to finance education? 
 
We have been reading at the World Bank´s webpage that a problem in the future will be that 
Vietnam does not educate children and young adults in a proper way. The country does not 
make the Vietnamese individuals (future workers) more productive. What do you think about 
this?  
 
Is it correct that the Vietnamese individuals are not so loyal to their employers and that they 
often change jobs? 
 
How do you work in order to keep your employees? 
 
Do you think that there are considerable differences between public and private wages? 
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Appendix 6 
Interview 3 with Phuc Vo  
 
Phuc Vo work as a tourist guide at the company TNK Travel in Ho Chi Minh City and we got 
in contact with Phuc when he was our tour guide on a trip that we took to the Mekong Delta. 
During the tour, Phuc told us that he had a university degree in culture and tourism regarding 
Vietnam and that he went to United States on an exchange program in 2009 and 2011, the 
purpose of the programs was that the U.S government and their partner wanted to let the 
Vietnamese individuals experience how to live and work in US. He did not really study, he 
was provided a job related to his major in tourism. The things he told us made us interested so 
two days after the tour, we emailed and asked for an interview and he said yes.  
 
Date: 2015-04-27 Time: 7.30-9.30 p.m. 
Place: Highlands Coffee, Liberty, 187 Pham Ngu Lao Street, Pham Ngu Lao Ward, District 1, 
HCMC.  
Interviewers: Linda Nilsson and Emma Wigren  
 
Questions for the interview with Phuc Vo 
 
How old are you Phuc?  
 
Where and what did you study your bachelor degree? How many years? How did you finance 
your university education? 
 
How many universities are there in Ho Chi Minh City (HCMC)?  
You said that the infrastructure at your university was not good. What do you mean with that?  
 
What type of university do you think that employers in Vietnam value highest today in their 
hiring decision?  
 
How do Vietnamese people apply for universities?  
 
Is schooling compulsory in Vietnam?  
 
What is the motivation for Vietnamese people to study?  
 
How did you learn English?  
 
What did your parents think about your study in the United States?  
 
What type of job do you want in the future? Why?  
 
What type of job do you think that most students want to have in the future? Why do think the 
number of university students has increased during the last years? 
 
For how long have you been working? How much do you work? How much is necessary for 
your living standards?   
 



  
 

IX 

According to employers that we have interviewed before, employees are very likely to shift 
jobs very often, is this something you agree on? Is it like this in your business sector also or 
do you think it is more common in the manufacture business?  
 
Is there any specific characteristic that is common to Vietnamese people? Differences 
between Hanoi and HCMC? For example that they are friendly, individualists, open minded 
etc.  
 
What do you think is Vietnams largest challenges in the future to contain economic growth? 
For example the World Bank say that there is a lack of high skilled workers, the firms want to 
hire but they cannot find appropriate workers.  
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Appendix 7 
Observation 1 
 
Date: 2015-04-06 Time: 16.00-16.20 
Place: Hoan Kiem Lake, Hanoi, Vietnam 
Observers: Linda Nilsson & Emma Wigren 
Observation: Vietnamese university students in Hanoi 
 
Hoan Kiem Lake is a small lake in the old quarters in Hanoi where a lot of tourists who are 
visiting Hanoi spend time. It is a mixture of people and cultures in the park that is surrounding 
the lake, both a lot of tourists and local Vietnamese individuals in all ages. It is very crowded 
with people taking photographs, eating lunch, working-out, strolling around etc.  The aim 
with these observations is to observe the social interaction between Vietnamese students and 
foreign individuals. We focused on their quality of speaking English and evaluate their body 
language and reactions. 
 
Just a couple of minutes after we sat down on a bench in the park a group of eight university 
students approached us. It was both female and male students in the age range 19 to 25. It was 
a male student that started the conversation with us and he explained that he and his friends 
walk around in the park to practice their English with foreign people that visited Hanoi. He 
explained that they do this because they do not get enough practice in talking English in 
school, instead they practice on their own when they have some spare time. He asked us if it 
was okay if they talked with us for a while and after that the others also started to talk and 
introduced themselves, they also showed identity card that showed that they were students at 
an university. The students were very well prepared and had a form with already structured 
questions that they wanted to ask, the questions was very basic like; what is your name? What 
is the best food you have been eating since you came here? What do you think of the 
Vietnamese people? When the conversation begun some of them troubled quite much and 
could not find the appropriate words or did not understand the answers. When this occurred 
we noticed that they were a little bit ashamed based on their expressions and body language. 
They started to avoid eye contact and did not want to admit that they did not understand and 
let someone else continue the conversation instead of trying. It was often the individual that 
was good in English that led the discussion and encourage the others to talk too. The 
conversations were not spontaneous, they followed their form quite strictly and did not add 
any supplementary questions.  In the end of the conversations the students were very grateful 
that they had got the opportunity to practice their English. It was the same male student that 
started the conversation that ended it and he was the one in the group that had the best 
language skill. By observe their expressions they were very pleased with the conversation and 
they walked away to approach new foreigners to continue their learning. 
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Appendix 8 
Observation 2 
 
Date: 2015-04-20 Time: approximately 19.00-19.30  
Place: September 23 Park, Ho Chi Minh, Vietnam  
Observers: Linda Nilsson & Emma Wigren 
Observation: Vietnamese university students in Ho Chi Minh 
 
September 23 Park is located in district one in Ho Chi Minh City, which is known for being 
the center for tourists because most hotel and major sights in the city are located here. The 
area is very busy with a lot of traffic and people everywhere. The park is crowded most hours 
(both day and night) and in the park you see people strolling around, playing different games 
and working out.  The majority of the people are local Vietnamese but you also see a lot of 
foreigners. Our aim with these observations is to observe the social interaction between 
Vietnamese students and foreign individuals. We focused on their quality of speaking English 
and evaluate their body language and reactions.  
 
When we were strolling around in the park two students approached us and started to talk. 
They were male students at a university in Ho Chi Minh City around twenty years old and 
they started a spontaneous conversation with us by asking questions about what we were 
doing in Vietnam. They told us that they tried to practice their English and after just a couple 
of minutes their friends joined the conversation. In total there were ten students (both male 
and female) including the two male students from the beginning. During the conversation the 
students took in turn to talk with us in order for everyone to speak. They explained that they 
wanted to practice talking because it is the best way of learning the language and that in 
general Vietnamese people that learn English are bad in speaking but good regarding literacy. 
This due to the fact that they do not have a lot of practice in school regarding pronunciation 
and speaking, and if you want to have a good English teacher you need to hire one private 
which is very expensive. All of the students were very free-spoken and they changed subject 
several times, subjects discussed was among other things; our visit in Ho Chi Minh City, 
travel advices, our home country and family.  They were very good in adapting their 
questions to our answers and get a good flow in the conversation. If something was unclear 
and they did not understand our answers or they could not find the correct word they tried to 
explain it in another way or ask us if we could reformulate our answers in order for them to 
understand. The conversation was very relaxed and during the conversation they joked with 
each other and they showed an interest in us and did not follow any specific guidelines. When 
the conversation begun to end they gave us some advices regarding our staying in the city and 
they said that we might see each other again because they try to spend a lot of time in the park 
to practice their English. 
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Appendix 9 
Observation 3 
 
Date: 2015-05-17 Time: 17.00-17.20 
Place: Hoan Kiem Lake, Hanoi, Vietnam 
Observers: Linda Nilsson & Emma Wigren 
Observation: Vietnamese university students in Hanoi 
 
When we returned to Hanoi we accomplished one further observation by Hoan Kiem Lake, 
which is a small lake in the old quarters in Hanoi where a lot of tourists who are visiting 
Hanoi spend time. It is a mixture of people and cultures in the park that is surrounding the 
lake, both a lot of tourists and local Vietnamese individuals in all ages. It is very crowded 
with people taking photographs, eating lunch, working-out, strolling around etc.  The aim 
with these observations is to observe the social interaction between Vietnamese students and 
foreign individuals. We focused on their quality of speaking English and evaluate their body 
language and reactions. 
 
We walked in the park in order to observe students and it did not take many minutes before a 
group of seven students started to talk with us. It was a group of female students in their early 
twenties that explained that they during the weekends tried to spend as much time as possible 
in the park in order to increase their knowledge in English.  One girl who had noticeable 
better English that the others told us that the population in Vietnam overall are bad in 
speaking English, today a lot of younger people try to learn but it is hard with speaking and 
because of this they are better in reading and writing. Among the population in general people 
just learn what they have to. For example it is a lot of people that have small shops where 
there are a lot of tourists visiting and then they just learn the word and phrases necessary for 
being able to doing business.  The whole group was very structured and they had prepared 
questions that consisted questions about our staying in Vietnam and what we thought about 
the country. The girl that had good knowledge in English helped the others when they had 
trouble with understanding our answers or finding appropriate answers to our follow-up 
questions. This made the conversation fluently even though most of them had severe absence 
of knowledge in English. We could feel that the students that were not so good in English felt 
ashamed when they did not understand. You saw this on their body language and almost 
immediately after the lack of knowledge were shown they took a step backward and let 
someone else participate more in the conversation.  We also noticed that they were insecure 
about speaking in another language because they followed their own guidelines very strictly 
and used the prepared structure as a support that they could use when they thought the 
conversation was hard. In the end of the conversations the students was very grateful that we 
had talked with them for such a long time and the conversation then ended. They started to 
talk Vietnamese with each other and talked for a while before they started to strolling around 
by the lake again to find new foreigners to talk to.  
 
 
 
 
 
 
 


