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Lahor is an important resource in
cconomic development of provinees
and cities. The forecast of labor de-
mand will help the Government and
agencies map out proper policies to
meet their development require-
ments and help the workers find their
job orientations and targets. There
are a lot of methods 1o [orecast the la-
bor demand, this article forccasts the
labor demand in HCMC in terms of
guantity by Cobb-Douglas function
and the 2000 Input-Output datasheet.

1. Production function of each
industry

The HCMC labor demand by the
year 2010 is forecast on the basis of
Cobb-Douglas  function ol 12
cconomic seclors whose dala are
annually updated in the city statistical
yearbook. These wwelve scctors are
summarized from 20 [irst-level
economic seclors for convenience in
use, relerence and update. The
production function based on the
assumption ol output constant o scale
is given by:

Q i A Ku LI- o

Where: Q is GDP (base price): K
capital (base price); L labor.

a is constant coefficient or
production surplus ratio in value
added calculated [rom HCMC
input-output datasheet in 2000. This
coefficient is assumed constant
during the 2001-2010 period.

A is coefficient of technical
advance. This coefficient in 2000 is
calculated from the figures of Q, K, L
and a.

The above table indicates the
values of variables and constants in
the production function of cach
industry in 2000, for example, for
agriculure and  forestry, the
production function is given by

GDP= 357K " L™

2. Capital and average wages of
each industry

To estimate the labor demand of
cach industry, we assume that
production units in the industry
minimize their capital and labor
provided they satisfy the production
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Table 1: Values of constants and variables of production function for 12 sectors

of HCMC in 2000
Industry GDP K L. i 1-tt A
Unit VND mil, | VND mil. Person
Agro-forestry Yud. Ot 271.131.82 133,902 | 0458 [ (0.542 | 5.372
Fisheries 166,000 52,344,435 8,184 (.525 | 0.475 | 5.422
Mining 28.000 264.567.35 3,238 (.214 | 0.786 | 3.365
Manufacturing 18.974000 | 47.006417.67 | 749,559 | 11,265 | 0,735 | 8458

Electricity and water pro- | LOG5.000 [ 6,615489.17 13.063 | 0,127 | 0,873 | 36911
duction and supply

Cuonstruction 3,246,000 | 10.793.687.87 | 151,382 | (L181 ] 0.81Y | 9.925
Trude 7,722,000 | 24.360,714.244 | 34,353 [ (L291 | 0.709 | 5.502
Hotel and restauriant 3315000 | 5,324,167.07 154,816 | 0.210 | (.790 | 10191
Transport, warchousing, | 4.809.000 | 7.406,320.46 184,071 | 0,207 | 0.793 | 12.162
post

Finance, banking 1733000 | 34.543.887.79 | 9,585 0.807 1 0.193 | 0.243
Real estate 2,704,000 | 1304892561 | 32285 [ 0.236 | 0.764 | 20.368
Other services 004000 | 2,367.644.85 335,425 | (LO6GK | (0,932 | 20,874

Source: GDP (base price) is extracted from the statistical yearbook; capital (K) is figured
out by the author; labor (L) is also extracted from the statistical yearbook.

cquation: C=rK+wL
The cost [unction on capital and Where:
labor is given by: Cis total cost; ris the percentage
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Table 2: Capital cost, average wage and w/r of HCMC in 2000

Industry Income Production | K (VND Lper- | W r wir
(VNDmil.) | surplus + mil.) s0on)

deprecia-

tion

(VNDmil.)
Agro-foresiry 544,017 580,862 271,132 133,902 | 4.06 214 ] 190
Fisheries 47,520 75.647 82,344 §, 189 5.80 [ 1092 ]6.32
Mining 13,661 11,907 264,567 3,238 4.22 | 005 | 93.74
Munufa{:!.uring 11,664,174 ] 11,194,650 | 47,006,418 | 749.559 | 15.56 | 0.24 | 65.34
Electricity and 1LUI7,077 | 336,710 6,615 489 13,063 #5.52 | 0.05 | 1680.29
water produc-
tion and supply
Construction 2,900,012 | 1,322,068 10,793,688 | 151,382 | 19.22 [ (L12 | 156.89
Trade 4,242,076 [ 4428341 | 24360714 | 434,353 | 9.77 | 0.18 | 53.73
Hotel and res- 2,120,747 | Lo0O1,573 | 5,324,167 154816 | 13,70 | 0.30 | 45.54
taurant
Transport, ware-| 3,206,022 | 2,606,234 | 7.406,320 184,071 | 17.42 | 0.35 | 49.50
housing, post
Finance, banking | 304,540 2,076,952 | 34,543,888 | 9.585 3177 | 0.06 | 528.44
Real estate 1.588.433 1,138,877 13,048,926 | 32,285 5849 | 0.09 | 670.19
Other services 9,134,893 | 1,900,595 | 2,367,645 335425 | 27.23 | 0.80 | 33.93

Source: The author's calculation.

of capital cost of each industry or the
ratio between the production surplus
and depreciation from (otal capital; w
is the industry’s average wage, or the
ratio between the industry’s payroll
and total workers. '

Income, production surplus and
depreciation are figured out from
HCMC 2000 input-output daiasheet.
K (current price) is estimated from

20 EDR

the data “Capital based on 1994
price™ (VND55,924 billion provided
by the HCMC Statistics Bureau to the
Master Plan for the Southern Focal
Economic Zone) and development
investment capital in the 1994-2000
period (the development investment
capital in 1995-1999 is estimated
upon the assumption that the growth
rate of development investment is

: A.x{ @
l-a

equal to that of capital construction
investment). HCMC capital in 2000
alter estimated will be allocated to
industries  in  proportion o
businesses’ capital in industries in
2000 (Source: HCMC Statistics
Bureau). The capital will be changed
into base price.

Each industry minimizes its cost
(C=rK+ wL — min ) upon condition
that

Using Lagrange method, we will
deduce the following formula (*):

_ 0 ;
->L= = = ()
X
X
J{7)

The formula (*) is used to
forecast the labor demand (L) of
industries. Therelore, we must have
Q. A, w/r and of the forecast year.
We have estimated these indicators
for each industry in 2000. is assumed
constant in the 2000-2010 period. We

continue estimating values of Q, A,
wit for the 2001 — 2010 period.

3. Estimating the values of
variables in the formula (*) for
each year in the 2001-2010
period

+ Estimating Q (GDP) of each
industry by 2010.

In this article, the author uses
the low plan (1) in the GDP growth
scenario of HCMC by 2010, then




eslimates the city GDP for each
in cach ycar in the
the GDP of

industry

2001-2010 period: so

2005 and 201015 indicated in Table 3:
Table 3: Estimates of GDP (1994 base
price) by 2010 (VND mil.)

Indusiry 2005 2010
Agro-forestry 1,082,004 11954924
Fisheries An6.498 179, 1940
Mining 369715 1,265

| Munufucturing | 40.189.306 | Y6.473,226
Electricity and | 1,973,798 4060801
water produe-
tion and supply
Construction 4249510 3.833.635
| Trade 9,624,942 12474,315
Hotel and 4,614,389 6,805,636
restaurant
Transport, ware- | 8,475,784 16,451,490
housing, post
Finance, bunking | 5,458,038 20,641,899
Real estate 4.015.604 8,632,338
Other services | 11508268 | 17,627,676

Source: The author's calculation
+ Estimating A and w/r of each

industry by 2010

HCMC Economic Institute has
estimated the growth rate ol A coelTi-
cient is 2.5% for the 2001-2005
period, and 3% lor the 2006-2010
period, the growth rate of w/ris 10%
for the 2001-2005 period and 12% for
the 2005-2010 period. (2)

From these data, we casily
figure out Q, A, w/r and from 2001 to

2010 of each industry. Thereby, the
labor demand for cach industry in
cach year of the 2001-2010 by the
formula (*) is indicated in Table 4.

The above table shows us the
forecast of labor demand of HCMC
by 2010. This is the number of
workers required [or the city industri-
alization and modernization. In
addition, if mentioning the labor
demand of industrial parks and export
processing zones alone, these areas
require 25,300 workers by 2005 and
126,500 by 2010.

As aresult, the labor demand of
HCMC forits development targets by
2010 is very large and growing [asl.
Nevertheless, the city faced high
unemployment rate in recent years

(6.13% in urban areas in 2004 and
6.4% in 2003, highest as compared to
the southeastern provinces, Pa Ning
and Cn Thd). This reveals the city’s
labor quality and transaction methods
in the labor market should be
improved and those workers who
wish o find a job in the city must be
highly skilled =

NOTES:

(1) HCMC Economic Institute "HCMC Ori-
entations of Economic Restructuring”,
jointly published by Tré Publisher, Kinh T&
Sai Gon Weekly and the Pacific-Asia Eco-
nomic Center, p.228, 2002,

(2) Ass. Dr. Nguyén Thi Canh, MA Nguyén
Van Phic, Nguy&n Xuan Thanh, and Bui
Trinh, “Applying Math Models in Economic
Analysis and Forecast’, Thong Ké Pub-
lisher, 1999.

Table 4: Labor demand of each industry in HCMC by 2010 (Thousand persons)

Industiry 2001 2002 2003 2004 20005 2006 2007 2008 2009 2010

| Agro-loresiry 141.51 134.42 127.68 121.28 115.20 108.34 | 10188 | 95.80 9ih.0v §4.72

| Fisheries 10,99 12.16 13.47 14,91 16.50) 15.54 20.83 23,40 26.29 29.53
Mining 4.20 4.24 4.29 4.33 4.38 443 | 448 4.53 4.58 4.64
Manulacturing 107400 1187.15] 1,312.22] 1,450.47] 1,603.28] 1,799.68] 2,020.13] 2,267.58| 2,545.35| 2.457.15
Electricity and water production and supply | 15.62 17.04 18.58 20.26 2200 24.42 27.00 29.84 32.99 36.47
Cuonstruction 174.60 176.71 178.83 181,99 183.17 185.63 | I88.13 190).65 193.21 195,81
Trade 565.10 | 560.37 | 555.69 | 351.04 | 546.44 | 540.62 | 53486 | 529.17 | 523.54 | 517.96
Haotel and restaurant 19696 | 201.23 | 20559 | 210.05 [ 214.60 | 21990 | 225.32 | 230.88 | 236.58 | 242.41

| Transport, warchousing, post 249,49 | 267.29 | 286.36 | 306.80 | 328.69 [ 35593 [ 38544 ([417.38 | 451.98 | 489.44
Finance, banking 16.16 18.36 2().86 2371 26.94 a4 36.00 41.62 48.12 55.63
Real estate .15 42.62 45,25 45.04 5100 54.64 58.54 62.72 67.19 71.99
Other services 375.42 | 391.29 | 407.84 | 425.08 | 443.05 | 46482 | 487.65 | 511.61 536.75 | 563.12
Total 2.864.18] 3,012.87] 3.176.65| 3.356,94 | 3,555.34| 3,808.08 | 4,090.25] 4,405.20] 4,756.67| 5.148.87

Source: The author's calculation
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