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Context and motivation

e Prevalence of the informal sector in Vietnam:
o 2007:50% non-farm jobs and 20% GDP (Cling et al.,2010).

e Too little attention from the State.

e Knowledge in the informal sector inVietnam is quite
limited.



Research Question

e |s the informal sector inVietham homogeneous or
heterogeneous, and how heterogeneous is it?
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|. Literature review

e Heterogeneity of the informal sector is widely
acknowledged, but at different levels.
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Filling research gap
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Filling research gap (cont.)

e What this research contribute:

> Representative textual data = direct measure of utility of HBs
in a non-restricted manner.

o Exploratory analytical methods (i.e., correspondence and
cluster analysis) limit the pre-conceived ideas of researchers.

o The very first economic paper that solves the linguistic
difficulties associated with Viethnamese texts.




2. Data

e Household Businesses and Informal
Sector Survey, Ho Chi Minh City 2009:
representative quantitative and
qualitative data.

e Informal sector = all private
unincorporated enterprises that:

o produce at least some of their goods
and services for sale or barter

° are not registered (i.e., having no
business license)

> are engaged in non-agricultural activities

NB: “unincorporated enterprises” =
household business (HB)

e Sample size = 1023 HBs

Companies registered under
Enterprise Law

HHB with tax code

Fully unregisterd
business

ENTREPRENEURS IN VIETNAM

Source: Economica Vietham (201 3)
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2. Data (cont.)

 Qualitative data: three open-ended questions were
added into an informal sector survey for the very first
time.

> “Please state any advantages while running a business like yours.”
o “Please state any disadvantages while running a business like yours.”

o “State any subjects related to your business that have not been
mentioned or clarified before.”



3. Methodology

e Jextual data = multi-dimensional and structure is
unknown.

—> Exploratory analyses

* A multivariate statistical technique to extract the

Correspondence . : 1
P most important and uncorrelated dimensions from

Analysis

large data.

Cluster Analysis -< * Division of data into groups of similar objects.



How to apply on texts !

e Lexical “contingency table”:
o columns = distinct words used

> rows = HBs (individual observations)

e Viethamese words — a challenge:

o Special letters: ¢, 3, 3, 0, 0, W

»é¢
S

> Tone marks: “level,”“hanging,
“tumbling,” and “heavy.”

harp,”“asking,”

- Word boundary : words are often formed by two
or more separated syllables, which can only be
recognized by context.




New coding method

e |Letters:

e Jone marks

" (“hanging™) = f
" (“sharp”) =s
" (“asking”) =r
~ (“tumbling™) = X
. (“heavy”) =

 Word boundary
“canh tranh” = canhjtranh (competition)
“nguyén vat lieu” = nguyeenvaatjlieeuj (materials)



4. Key findings

The informal sector is heterogeneous and can be
considered as a continuum of HBs.

Generally low satisfaction of working in the informal
sector.



4.1. Descriptive statistics

Table 2: Summary of Step Numerical Coding of Texts

Total number of responses 505 433
Total number of words 5188 3498
Number of distinct words 867 585

Source: HB&IS HCMC (2009); authors’ calculations.

—> Low satisfaction of working in the informal sector.



4.1. Descriptive statistics (cont.)

Table 4: Most Frequent Words Used by Informal HBs

Disadvantages Frequency Advantages Frequency
Customers 102 Home 78

79 Customers 67
Capital 56 Stable 57
Location 35 Premise 54
Competition 32 Location 50

Source: HB&IS HCMC (2009); authors’ calculations.




4.1. Descriptive statistics (cont.)

Table 5:The Main Difficulties Faced by Informal HBs
The most difficulty faced Frequency Percentage

Competition 119 30.75
Lack of customers 57 14.73
Access to loan 55 14.21
Premise, space 49 12.66
Cash flow 25 6.46
Machine, equipment 21 543
Material supply 18 4.65

Crime, theft, disorder 13 3.36

« Inflation, exchange rate I 2.84
Transportation 9 2.33

7 1.81

Access to land 3 0.78

Source: HB&IS HCMC (2009); authors’ calculations.

—> Question design can greatly affect data outcome.



4.2. Correspondence Analysis

Table 6:The First Five Factors of CA

- Advantages Disadvantages
Eigenvalue Percentage Eigenvalue Percentage

_ 0.5848 1.96 0.5114 1.39
_ 0.5597 1.88 0.4925 1.34
_ 0.5311 1.78 0.4878 .32
— 0.5093 171 0.4578 .24
_ 0.494 .66 0.4537 .23

Source: HB&IS HCMC (2009); authors’ calculations.



4.2. Correspondence Analysis
Disadvantages

Table 8: Selective Points with Extreme Contributions on the First

Two Principal Axes

CA on “Disadvantages” of Informal HBs

Axis | Axis 2
Words Translation Coordinate Words Translation Coordinate
Vén capital -7.32 S6m early -16.33
Tai chinh finance -7.01 Day get up -15.89
Vay borrow -4.97 Thic awake -13.14
Hb tro support -4.88 Sang morning -10.72
Tay nghé workmanship -4.48 Vét va strenuous -6.23
Md rong enlarge -4.43 Vén capital -5.69
entrepreneurShiP Dién tich area, surface -4.26 Tai chinh finance -3.76 internal
6n dinh stable -3.04 Vay borrow -3.06
Quy mé scale -3.02 Gia dinh family -3.04
Mdy méc machines -3.00 San xut production -2.94
Kinh t& economy -2.85 MG rong enlarge -2.76
Mat bang premise -2.84 Dién tich area, surface -2.53
Gidi tda land clearance -2.66 Gia old -2.4
Vat gid price of materials -2.65 Chdng husband -2.04
Dia diém location -2.52 Con children -1.82
Mét lose, lost 2.45 Thi trwdng market 2.07
Trung Qudc China 2.51 Chét lugng quality 2.20
Bui dust, dusty 2.8 Bui dust, dusty 2.25
Xing petrol 3.38 Siéu thi supermarket 2.28
Xe ba banh tricycles 341 Néng sunny 2.57
Ket (traffic) jams 3.74 NuGc water 2.57
Chét luong quality 3.85 Mua rain 2.68
Cém ban 4.36 Khach han customers 2.79
Personal Vét va strenuous 4.37 Don dep : tidy up 2.83 eXternaI
Khach hang customers 4.54 Buyt bus 2.92
Dudng road, street 4.94 Ket (traffic) jam 3.53
Sang morning 8.31 Xang petrol 4.09
Thifc awake 9.40 Xe vehicle 4.65
Day get up 10.87 Bulng street, road 5.36
SGm early 11.46 Gia prices 6.64
Source: HB&IS HCMC (2009); authors’ calculations.




Figure 3:The Space of Informal HB Characteristics (Projection of
lllustrative Variables in the First Factorial Plane of CA on Disadvantages)
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°| cust-enterp

0z

_prof
acc_no

turnov_q1
add_indep | ag
G1

ow service size=

cust_i
wegfner_no

nofutur_change
premi_unstab

0a
wearner_yes

entrepreneurship
G1_stabler_profit

-0.5

0.3 0.2

o _oth

vn

‘ . o1 210
] premi_home
wilg_reg_yes futlr_yes % /
size=2 £

size3-6 &—

supplier_indiv

accounting_simple

5 cquip_qﬂl-
cust_hb%

turnov_q5

0.8

-18

o1
rade

add_better_inc

02

personal

G1_fam_trad

ad4d_fam_trad

internal
Source: HB&IS 2009, author’s calculation




personally

individual

Business and
economic (supply
side)

4.2. Correspondence Analysis
A broader view on both informal and formal HBs

Table 9: Selective Points with Extreme Contributions on

the First Two Principal Axes
CA on “Disadvantages” of HBs

Axis | Axis 2

Words Translation Coordinate Words Translation Coordinate

SGm early -13.10 Gia prices -10.47
Day get up -12.57 Canh tranh competition -7.22
Thire awake -10.44 Gia cong processing -6.5
Sang morning -9.74 Dbi tha competitors -4.06
Khach customers -5.99 Thi trwdng markets -3.31
Xe vehicle -5.69 Lgi nhuan profit -3.15
Puong street, road -4.97 Dién electricity -3.05
Vét va strenuous -4.51 Chi phi costs -2.85
Cim forbid -4.06 Tiéu thu consume -2.69
Quan ly manage -3.67 Dan cu inhabitants -2.67
Bui dust 342 Thué tax -2.60
Xe ba banh tricycles -3.23 Tay nghé workmanship -2.51
Xing petrol -3.16 San pham products -2.45
Ket (traffic) jam -3.05 Doanh thu revenue -2.39
L& edge -2.52 Chét lugng  quality -2.29
Chéat hep narrow 3.14 Buli dust 2.96
Quy mé scale 3.65 Xe ba banh tricycles 3.61
Mdy méc machines 4.09 NuGc water 4.02
Lai suét interest rate 410  Cém forbid 4.37
Dija diém location 4.32 Néng sunny 4.6
San xuat production 4.44 Don dep tidy up 5.26
Nganh nghé industry 4.50 Vét va strenuous 5.38
Dién tich surface area 4.7 Sang morning 5.67
M3t bang premise 5.42 Ngap flooded 6.42
Di doi move 5.56 Pulng street, road 6.50
Vay borrow 6.99 Mua season 7.37
M& rong enlarge 7.31 Day get up 8.98
Tai chinh finance 8.40 SGm early 9.42
Kinh doanh business 9.03 TrGi weather 13.35
Vén capital 10.81 Mua rain 15.21

Source: HB&IS HCMC (2009); authors’ calculations.

globally

Economic and
market-related
(demand side)

Non-economic,
non-market



Figure 5:The Space of HB Characteristics (Projection of lllustrative

Variables in the First Factorial Plane of CA on Disadvantages)
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4.3. Cluster analysis

*Representative
responses
Typology of
informal HBs —
*Quantitative

* Correspondence characteristics

analysis




Figure 6: Cluster View of Informal HBs on the First Factorial Plane of CA
on Disadvantages
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5. Conclusion

Policy implication

e A “one size fits all” scheme would not be appropriate for
this highly heterogeneous informal sector.

e A policy package could include:

> Anti-poverty policies for lower-end HBs and professional
policies on business environment for higher-end HBs.

> Premise stabilization for “precarious HBs,” vocational training for
“desolate HBs,” inflation control for “optimistic HBs.”



5. Conclusion (cont.)

e Value-added of this research work:
> New finding: Continuum of HBs in Vietnam.

> New approach:
* Textual data
- Exploratory analysis
* Vietnamese language treatment

e Avenue for future research:
° Sensitivity tests
> Dynamics of the informal sector

> Employ HBs’ coordinates on the factors as continuous
variables in econometric models

> Development of statistical packages that systematically
handle Viethamese texts.
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