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ABSTRACT

The human capital theory in economics argues that education is an investment in human capital
and that the acquisition of knowledge and skills would enable individuals to increase their produc-
tivity and earnings, and thereby contributing to economic growth. As an investment, education
incurs costs and benefits at various points in time. To measure economic benefits of education in-
vestment by individuals, economists use the rate of return to investment in education. This rate of
return should be positive and higher than that of alternative options to ensure economic benefits
of education investment and motivate education decisions. Given that tertiary education attain-
ment is costly to individuals and the society at large, highly positive returns to tertiary education
matter for individual and social human capital investments being economically justified. In the
present age of mass access to tertiary education, the pattern of declining returns to investment in
tertiary education was observed in a growing number of countries that include Vietnam. This trend
may avert individual investment in human capital formation, and thereby negatively affecting na-
tional economic growth and development. To contribute to addressing this problem, the current
paper aims to analyse the factors that drive the decay in returns to investment in tertiary education
in Vietnam. Based on the descriptive research method using descriptive statistics, we summarize
key trends in tertiary education in Vietnam. We identify that the abatement in returns to tertiary
education investment in Vietnam may be attributed to three main factors: (i) the expansion of edu-
cation supply, in particular tertiary education; (i) the economic downturn after the global financial
crisis; and (i) the mismatched quality of tertiary education. These findings are foundations for our
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suggestions on possible solutions to inform the tertiary education development strategy.
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INTRODUCTION

The rate of return to investment in education is im-
portant to evaluate the effectiveness of human capi-
tal investments. Given that tertiary education attain-
ment is costly to individuals and the society at large,
highly positive returns to tertiary education matter
for individual and social human capital investments
being economically justified. Extant empirical evi-
dence has been showing that the benefits of tertiary
education accrue to both tertiary-graduated individ-
uals and the economy as a whole!. At the individual
level, tertiary graduates are more likely to have better
labour market outcomes in terms of employment and
earnings than adults without tertiary qualifications.
At the economy level, the pool of tertiary graduates
enlarges government tax revenues and contributes to
economic growth and development through the gen-
eration of technology. However, in the present age
of mass access to tertiary education?, the pattern of
falling returns to investment in tertiary education was
observed in a growing number of countries~> that
include Vietnam®. Vietnam experienced a rapid in-
crease in returns to education in the 1990s and 2000s.

Yet, the increasing pattern appeared to have turned
around since the global financial crisis in 2008. This
trend may avert investment in human capital forma-
tion, and thereby negatively affect economic growth
and development. To contribute to addressing this
problem, the current paper aims to analyse the fac-
tors that drive the fall in returns to investment in ter-
tiary education in Vietnam and suggest possible so-
lutions to inform the tertiary education development
strategy.

To achieve these objectives, this paper employs the de-
scriptive research method using descriptive statistics.
By means of analyzing data calculated by the Institute
for Statistics of the United Nations Educational, Sci-
entific and Cultural Organization (UNESCO) and the
Department of Statistics of the International Labour
Organization (ILO), as well as data from the ILO’s
Labour Force Surveys, we present key trends in ter-
tiary education in Vietnam. We argue that the abate-
ment in returns to tertiary education investment in
Vietnam may be attributed to three main factors: (i)
the expansion of education supply, in particular ter-
tiary education; (ii) the economic downturn after the
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global financial crisis; and (iii) the mismatched qual-
ity of tertiary education.

The remainder of this paper is organized as follows.
The next section introduces key definitions and the
human capital theory. After that follows a brief sum-
mary of recent trends in tertiary education in Viet-
nam. The subsequent section analyses the causes of
the abatement in returns to investment in tertiary ed-
ucation in Vietnam. The final section concludes with
recommendations.

LITERATURE REVIEW

The two key concepts used in the current paper in-
clude tertiary education and the rate of return to
investment in education. According to the defini-
tion of UNESCO [7, p83], “tertiary education builds
on secondary education, providing learning activi-
ties in specialised fields of education” More specifi-
cally, tertiary education commonly refers to all post-
secondary education, including academic education
at universities and colleges, and advanced vocational
or professional education at technical training insti-
tutes and vocational schools. Post-secondary educa-
tion in the education system of Vietnam includes uni-
versities and colleges.* Therefore, this paper uses ter-
tiary education and post-secondary education inter-
changeably to indicate academic education at univer-
sities and colleges.

The concept of the rate of return to investment in edu-
cation has emerged from the human capital theory in
economics formulated in the early 1960s by Becker ®°.
The human capital theory argues that education is an
investment in human capital and that the acquisition
of knowledge and skills would enable individuals to
increase their productivity and earnings, and thereby
contributing to economic growth. As an investment,
education incurs costs and benefits at various points
in time. To measure economic benefits of education
investment by individuals, economists use the rate of
return to investment in education, which “equates the
value of lifetime earnings of the individual to the net
present value of costs of education” [1?, p446]. This
rate of return should be positive and higher than that
of alternative investments to ensure economic bene-
fits of education investment and motivate education
decisions.

This paper is built on the human capital theory by
Becker®?, focusing on the returns to investment in
tertiary education along the dimensions of employ-
Theoreti-
cally, tertiary education attainment relates to better

ment and income of tertiary graduates.

*https://wenr.wes.org/2017/11/education-in-vietnam
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labour market outcomes in terms of employment and
wage premium. Available data and extant empirical
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attest the human capital
theory in the context of Vietnam. However, recent
economic estimations for the post global financial cri-
sis period revealed decreasing returns to tertiary ed-
ucation investment in Vietnam®. To provide a broad
picture, in the next section we briefly summarize re-

cent trends in tertiary education in Vietnam.

Recent trends in tertiary education in Viet-
nam

Since the economic reform in 1986, Vietnam has be-
come a rapidly growing and dynamic country with
an average annual GDP growth rate of 6.1 percent
over the last ten years. To maintain and boost eco-
nomic growth, the Vietnamese government has been
prioritizing education, especially tertiary education.
In terms of demographics, Vietnam has a large pop-
ulation size of 96 million people as reported in Cen-
sus 2019, and a quarter of the population is under the
age of 15. With a relatively young and economically
active population, Vietnam has a remarkable number
of students entering tertiary education every year. As
presented in Figure 1, tertiary education enrolment
in Vietnam has been amplifying significantly since
the mid-1990s.
reached nearly 2.7 million students in 2014, account-

The absolute volume of enrolment

ing for 31 percent of the total population of the five-
year age group following on from secondary school
leaving (i.e. the gross tertiary enrolment ratio). How-
ever, a retrogressing trend was observed in 2015 and
2016, with 8.4 percent and 6.5 percent of reduction
in tertiary education participation in each respective
year. The total tertiary education enrolment was 2.3
million students in 2016, pulling the gross tertiary en-
rolment ratio down to 26 percent.

Figure 2 depicts one of the key indicators of the labour
market by ILO, i.e. the employment-to-population ra-
tio by education attainment in the period 2015-2018.
This ratio is defined as the proportion of a country’s
working-age population that is employed. As demon-
strated in Figure 2, tertiary education attainment is
more likely to increase the chance of employment
among graduates. More specifically, tertiary gradu-
ates had the highest employment-to-population ratio
measured as the percentage of the number of persons
who are employed to the total working age popula-
tion. In 2018, more than 85 percent of those people
who completed either the first or the second stage of
tertiary education” were employed.

bThe first stage of tertiary education does not lead directly to an
advanced research qualification. The second stage of tertiary educa-
tion leads to an advanced research qualification.
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Figure 1: Number of students enrolled in tertiary education institutions in Vietnam, 1990-2016 (Data source: The
UNESCO Institute for Statistics”Opthttp://uis.unesco.org/ )
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Figure 2: Employment-to-population ratio by education attainment in Vietnam, 2015-2018 (Data source: The ILO
Department of Statistics?Opthttps://ilostat.ilo.org/data/ )
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Tertiary education attainment also brings about wage
premium for graduates. Figure 3 displays the varia-
tion in average monthly employment income of wage-
workers measured in thousand Vietnam Dong by ed-
ucation attainment in the period 2010-2016. An
education-level comparison of employment income
reveals a substantial wage premium for individuals
with university or higher qualifications. Moreover,
the differential on employment income between wage
workers with university or higher qualifications and
those people with professional secondary qualifica-
tions was around 1.5 times throughout the period
2010-2016.

Drawing from these statistics, tertiary education
attainment relates to better labour market out-
comes in terms of employment and wage premium.
Economists’ analytical research also provided empir-
ical evidence on increasing returns to education in
Vietnam. Gallup!! found an increase in the returns
to schooling between 1993 and 1998, while Liu 2 re-
ported increasing returns to tertiary education dur-
ing the same period of time. Oostendrop and Doan '*
and Doan et al.® found similar results for the period
1998-2006 and the period 1998-2008, respectively.
Nonetheless, Doan et al.®’s estimations also revealed
decreasing returns to tertiary education investment in
Vietnam between 2008 and 2014. This empirical evi-
dence may explain the worsening trend of tertiary ed-
ucation enrolment displayed in Figure 1.

Causes of the declining returns to invest-
ment in tertiary education in Vietnam

The abatement in returns to tertiary education invest-
ment in Vietnam observed in the recent empirical es-
timations may be attributed to three main factors, in-
cluding (i) the expansion of education supply, in par-
ticular tertiary education, (ii) the economic down-
turn after the global financial crisis, and (iii) the mis-
matched quality of tertiary education.

The expansion of education supply, in par-
ticular higher education

The economic transition process from a centrally
planned to a market-based economy in Vietnam since
1986 and the country’s efforts put into international
integration have fundamentally changed the Viet-
namese labour market. The creation of a private sector
labour market with the participation of domestic and
foreign enterprises has remarkably amplified sources
of employment. Moreover, the needs to remain and
achieve further economic growth in the era of acceler-
ated technological progress have placed immense de-
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mand for highly skilled labour. The surge in the de-
mand for highly skilled workers in the 1990s effectu-
ated abundant employment opportunities and com-
petitive earnings for individuals with tertiary quali-
fications. Consequently, acquiring tertiary qualifica-
tions has long been believed to be the gospel of a suc-
cessful youth transition to employment in the Viet-
namese society. Accessing tertiary education became
one of the prioritized goals of Vietnamese youth and
their parents.

The substantial request for highly skilled labour and
the social demand for tertiary education access drove
the expansion in the education system of Vietnam in
both scale and scope. According to the statistics of the
Ministry of Education and Training (MOET), Viet-
nam had 235 universities, 60 colleges, and 74,991 lec-
turers with various academic qualifications by 2018.
The expansion in the number of tertiary education
providers and the massive enrolment in tertiary ed-
ucation have increased the supply of labour with ter-
tiary qualifications. On average, there were around
300,000 tertiary graduates joining the pool of job
seekers every year. This quantity of annual sup-
ply of tertiary graduates quickly surpassed the de-
mand of the market for highly skilled labour, result-
ing in an oversupply of labour with tertiary qualifi-
cations. The oversupply would definitely lead to a
deterioration of the returns to education investment,
i.e. lower wage rate and higher unemployment rate
among those graduates. Figure 4 presents unemploy-
ment rates by education attainment in Vietnam from
2015 to 2018. This figure shows that people with
bachelor degrees (or the first stage of tertiary educa-
tion) have the highest unemployment rate among the
labour force.

The economic downturn after the global fi-
nancial crisis

The decay in the returns to tertiary education invest-
ment not only originated from the oversupply in the
labour market but also stemmed from the shrunk de-
mand for labour caused by the economic downturn
after the global financial crisis. The impressive eco-
nomic performance of Vietnam effectuated by the re-
structuring process has decelerated in recent years, es-
pecially after the global financial crisis. This economic
stagnation could be attributed to poor economic gov-
ernance of the government and the spill-over effects of
the crisis. After more than three decades of economic
reform, Vietnam still has made only trivial moves to-
ward decentralization and privatization. Centraliza-
tion in economic governance and the favoured state-
conglomerate model, which was criticized for poor ef-
ficiency and corruption, have weakened the national
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Figure 3: Average monthly employment income of wage workers by education attainment in Vietnam, 2010-2016
(Data source: ILO’s Labour Force Survey 2016“0pthttps://www.ilo.org/surveyLib/index.php/catalog/1837)
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Figure 4: Unemployment rates by education attainment in Vietnam, 2015-2018 (Data source: The ILO Department
of Statistics“*Opthttps://ilostat.ilo.org/data/)

a

855



Science & Technology Development Journal - Economics - Law and Management, 4(3):851-858

resources for economic growth and development. In
addition to the internal poor economic governance,
the external shock brought by the global financial
crisis forced the economy to experience low aggre-
gate demand, production contraction, high inflation,
government budget deficit, high unemployment rate,
and economic recession. Such an economic contrac-
tionary situation would not allow the labour market
to be able to absorb the substantial quantity of labour
supply, especially the supply of tertiary graduates, or
pay high wage rates.

The mismatched quality of tertiary educa-
tion

Tertiary education in Vietnam demonstrated an un-
balanced expansion, which was biased toward the
scale rather than the quality of education per se'?.
The quality of tertiary training in Vietnam has not al-
ways matched the expansion in tertiary education in
terms of the number of providers and the substan-
tial intakes of tertiary students during the second half
of the 2000s. The pressure of achieving the targeted
number of new enrolments coerced tertiary educa-
tion providers into lowering admission requirements.
Furthermore, tertiary education institutions in Viet-
nam have to respond to the top down pressure from
the MOET in terms of achieving high graduation rates
and high employment rates of graduates. These ad-
ministrative orders inevitably would result in a per-
missiveness in maintaining and improving the quality
of teaching and learning, and superfluous, or even in-
flated, statistics of employment rates of graduates re-
ported by tertiary education providers. The required
statistics are more likely to be flawed for lacking the
information of employment distribution across vari-
ous occupations in society. Hence, many universities
and colleges would not aim to provide students with
knowledge and skills that are necessary for their pro-
fessional development upon graduation. The falling
of standards within universities and colleges has made
tertiary education attainment fail to signal the re-
spective skill level of graduates. As a result, a larger
proportion of tertiary education graduates have been
struggling to obtain jobs that match their academic
qualifications. Given the popular presence of ride-
hailing companies in Vietnam offering services that
include peer-to-peer ridesharing, ride service hailing,
and food delivery, accepting a job as a rider for the
ride-hailing companies has become a possible resort
for many job seekers with tertiary qualifications in
Vietnam.
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CONCLUSIONS AND
RECOMMENDATIONS

The current paper summarizes recent trends in ter-
tiary education in Vietnam and focuses on the falling
This
trend is worth warning because it would discourage

returns to investment in tertiary education.

investment in tertiary education by individuals, and
thereby reducing the share of highly skilled workers in
the labour force. In the era of technological advance,
a shortage of highly skilled workers would steer the
country away from the industrialization and modern-
ization goals, and hamper economic growth and de-
velopment.

Three factors are identified to drive the declining
trend: (i) the oversupply of job seekers with ter-
tiary qualifications as a result of the expansion in
both scale and scope of tertiary education, (ii) the
decreased demand for labour that followed the eco-
nomic downturn in the late 2000s, and (iii) the un-
wholesome development of tertiary education char-
acterized by falling standards within universities and
colleges. While the first two factors are at the macro
level and given, the third factor is within the control
of universities and colleges. Based on the nature of
these factors, possible solutions to the issue are pre-
sented below.

First, at the national policy level, the government
should make evidence-based policies for tertiary edu-
cation development. A factor that plays an important
role in making evidence-based policies is data. Given
that the statistics reported by universities and colleges
are flawed, the MOET should use more reliable statis-
tics on employment rates of graduates to inform the
tertiary education development strategy. A national
survey on employment and earnings at the transition
of youth to work would collect rich and reliable data
for the purpose.

Second, standards within universities and colleges
should be improved significantly. Tertiary education
admission requirements should ensure the selection
of qualified candidates for the training process to be-
come highly skilled workers. Universities and colleges
should improve the quality of teaching and learning
per se and provide students with knowledge and skills
needed by themselves and the society as argued by
Bobbitt 1°, rather than chasing economic benefits of
universities and colleges or superfluously responding
to top down pressure from the government.

Third and finally, practical consultation for students
during their transition from high-schools to a later
stage in life is very necessary. Students who are
preparing for graduation from high-schools need to
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understand their strengths, weaknesses, and job ex-
pectations in order to make a informed choice upon
leaving high-schools. Students and parents also need
to realise the illusion that tertiary education is the only
way to ensure prosperity for youth. Therefore, transi-
tion programs designed for high-school students and
their parents would be a useful forum to discuss dif-
ferent paths to a successful future for youth.

In general, there may be other factors that can ex-
plain the fall in returns to tertiary education invest-
ment in Vietnam. In my viewpoint, an investigation
into the curricula developed in a centrally planned ed-
ucation system should be an interesting area for future
research on this topic.
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Suat sinh loi ti dau tu cho gido duc dai hoc giam & Viét Nam

Ngoc Thi Minh Tran"

TOM TAT

Ly thuyét vén con ngudi trong kinh té hoc xem gido duc la maét hinh thiic dau tu vao von con ngudi
va viéc trang bi kién thiic cting ky ndng sé gilip ca nhan nang cao nang suat va thu nhap, gép phan
cho tang trudng kinh té. Do la dau tu nén gido duc mang lai lgi ich cing nhu chi phi tai nhiéu thoi
diém. DE do ludng lgiich kinh té€ clia viéc cd nhan dau tu cho gido duc, céc kinh té gia sir dung suét
sinh Igi tUr dau tu cho gido duc. Suét sinh Igi nay can phai duong va cao han sudt sinh lgi clia cac
lua chon déau tu khac nham dam béo lgi ich kinh té khi dau tu cho gido duc va thic ddy cac quyét
dinh lién quan dén gido duc. Do viéc theo dudi gido duc dai hoc rét tén kém déi véi ca nhan va
xa hoi, nén sudt sinh lgi cao dong vai trd quan trong trong lua chon dau tu cho vén con ngudi clia
ca nhan va xa hoi. Trong béi canh dai ching tiép can véi gido duc dai hog, sudt sinh Igi tir dau tu
cho gido duc dai hoc cé xu huéng gidam & nhiéu quéc gia, trong dé c6 Viet Nam. Xu huéng nay co
thé cdn tré dau tu cla ca nhan vao viéc hinh thanh vén con ngudi, va kéo theo tac déng tiéu cuc
lén tang trudng va phat trién kinh t€ quéc gia. Nham gép phan gidi quyét van dé néu trén, bai bao
nay phan tich cadc nguyén nhan dan dén su suy giam sudt sinh lgi tir dau tu cho gido duc dai hoc
@ Viét Nam. Bang phuong phap théng ké mé ta, chiing toi tom tat cac xu hudng gan day clia gido
duc dai hoc & Viét Nam. Chung toi xac dinh ba nguyén nhan cta su suy gidm suat sinh Igi tir dau
tu cho gido duc dai hoc & Viét Nam, goém: (i) tinh trang gia tang cung gido duc, dac biét la gido duc
dai hog; (i) tinh hinh kinh té suy thodi sau cudc khiing hoang tai chinh toan cau; va (i) chat lugng
gido duc dai hoc khéng dap ing dugc yéu cau clia xa hoi. Nhiing phat hién nay [a co s& dé ching
tOi dé xudt cac gidi phap lam chat liéu cho chién lugc phét trién gido duc dai hoc.
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