Informality and the Wage Returns to Human Capital Investments: Are the Formal and Informal Labor
Markets Segmented?
DATA AVICENNA, Gumilang Aryo Sahadewo, S.E., M.A., Ph.D.

Universitas Gadjah Mada, 2022 | Diunduh dari http://etd.repository.ugm.ac.id/

UNIVERSITAS
GADJAH MADA

Table of Contents

THHE PAGE - I
Replacement Letter of Reference for Thesis Approval..........cccooeviiiiiniiinnnn. I
Statement of OrgINAIITY ........ccoiiiiiiiee e ii
ACKNOWIEAGEMENTS ... 1\
Table OF CONTENTS .....eieiiieie e et %
LISt OF TADIES.....eeeeie et ae s vii
LISE OF FIQUIES ...t viii
LiSt OF APPENGAICES ..ottt bbb IX
LiSt OF ADDIEVIATIONS. .....c.iiiiiecieee e X
N 0L - Tod PSSO S Xi
CHAPTER I. INTRODUCTION.......ciititititeeeieiee e 1
1.1 Background ......ccocoieiiiiiiicceee s 1
1.2 Problem FOrmulation..........cccooiiioiieiiceseer e e 5
1.3 Research QUESTIONS .......coveiiieiriicie ettt ettt be e re e 6
1.4 ReSearch ODJECHIVE .....c.ooiiei e 6
1.5 Advantage 0f ReSEArCh..........ccccoiiiiiii i 6
1.6 Research Scope and LiMits .........ccooiiriiiiiinciceeseeee e 7
1.7 SEruCtUre OF THESIS.....ecieieieiiece st 8
CHAPTER II. THEORETICAL FRAMEWORK AND LITERATURE
REVIEW ...ttt sttt et e e stestenresneennenes 9
2.1 Definitions and Theoretical Framework ...........c.ccocvvviienieiene i 9
2.1.1 Informal EMPIOYMENT ......coiiiiiiiiiiee e 9
2.1.2 Human Capital INVEStMENTS..........ccoiieiicieiiece e 10

2.2 LITErature REVIEW ......ccuveieiie ettt 16
2.2.1 Returns to SChooling .......ccovviiiiiicc e 16
2.2.2 Returns to On-the-Job Training ... 19
2.2.3 Endogeneity Issues in the Returns to Schooling and On-the-Job
THRINING .t bbbttt ettt eneas 21

2.3 Research HYPOThESIS ......ccvieiiiii et 24
CHAPTER I1l. RESEARCH METHODOLOGY .....cccceiieiiiinieieienie e 25
3.1 Data and FRALUIES .......ccveieieieieeiecie e e ettt re e nee e aeenee e 25
3.2 EMPIFICAl SIrat@OY .....veeivvieiee ettt 27



UNIVERSITAS

Informality and the Wage Returns to Human Capital Investments: Are the Formal and Informal Labor
Markets Segmented?
DATA AVICENNA, Gumilang Aryo Sahadewo, S.E., M.A., Ph.D.

Universitas Gadjah Mada, 2022 | Diunduh dari http://etd.repository.ugm.ac.id/

GADJAH MADA

3.3 Further Description of Variables...........ccccooviiiiiiiiiiic e 30
3.3.10UtcOmMe Variable .........cccooiiiiiiiiieeee e 30
3.3.2 Explanatory Variables...........ccooiiiiiiiiiee 30
3.3.3 Variables in the Selectivity Correction Term Calculation................... 34

CHAPTER IV. RESULT AND DISCUSSION........cccoviimiiiiiinienesise s 36

4.1 DeSCrIPLIVE SEALISTICS.....c.veveiiieiiiiiiieieeiee et 36

4.2 Classical ASSUMPLION TESE.....ceccuiiieiiee e 39

4.3 ReSUIt aNd DISCUSSION ......ceiveiiiieiiiiie ittt 41

CHAPTER V. CONCLUSION .....cocitiieieieiese e 49

5.1 CONCIUSION ..ttt bbbt nre e 49

5.2 LIMITALIONS ..ottt sttt ste et enneees 51

5.3 IMPICALIONS.....ciieiecic it 51

RETEIBNCES ...ttt 53
APPENTICES ...ttt ettt et r e e e re e 58

Vi



