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First, wage discrimination might be dismissed by the market mechanism. Second, the private sector is
sensitive to economic incentives. Third, the development of the private sector is crucial for
economic development. Fourth, heat waves/climate changes might lead to regional inequality.

The project considers various aspects of inequality. Regarding wage
inequality, we find gender wage gap due to discrimination will subside when females gain enough
education and participate in specific occupations/industries. Private and public wage differences
can be diminished if the government promotes fair competition among sectors. Regarding geographic
favoritism and firms, we find private firms respond to the home favoritism from politicians
particularly in rural areas and construction industry. Besides, setting up industrial zones helps to

increase the number of private firms in the locality. Private partnership in the zone development
works best. In addition, we find heat does reduce test taking performance even among the hottest

aregs in the country. Educators should care about heat impacts and the prevention measures for
students.
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| expand the two main explanations in the literature for discrimination in the labor market:
preference-based (Becker, 1954) and informational asymmetry (Arrow, 1973) to abroader context
in a series of empirical studies. The key questions are whether the favoritism (discrimination)
would change along with the life span and economic development and how individuals/firms
responded to favoritism. Specificaly, the project is to identify favoritism in various forms and
analyze/decompose/estimate influencing factors. Then it compares favoritism among different
periods of time and estimates how related identities responded to favoritism.

The project isto examine formal economic activities and economic consequences of favoritism.
It would provide policy implications on economic roots of favoritism such as rent-seeking
behaviors (corruptions) and infrastructure development in devel oping countries. The outcomes of
thisproject have 5 components corresponding with 5 published papers (Vu, 2022; Vu and Yamada,
2018, 2020, 2021, In press). | am going to present this report according to the 5 components.

2.1 Decomposing Vietnamese gender equality by wage distribution
The topic is to decompose the gender wage gap along the wage distribution, compare the
components in different times (2002-2014) using household data.

2.2 Decomposing public and private enterprise wage gap in Vietham

The topic deals with the transition of state-owned enterprises (SOES) in Vietnam from a wage
perspective by decomposing the difference in wage distributions between SOE employees and
non-SOE employees during 2002—2014. The topic a so searches for the convergence between the
two sectors during 2002-2014.

2.3 Firmsand regional favoritism

Using an unbalanced panel of 539 Vietnamese districts from 2000 to 2010 and the corresponding
politicians profiles, we examine firm behavior in response to favoritism by top-ranking
politicians towards their districts of birth.

2.4 Impacts of Viethamese enterprise zones on local business devel opment

We examine the effects of Vietnamese enterprise zones, under the initiative of the central
government, on local businesses across different types of ownership of zone infrastructure
developers (ZIDs). The key question is whether providing favorable policies (flat corporate tax,
land rent holidays)—place-based policies, for certain firms (many are foreign-affiliated firms)
would help local businesses or not. Thisis because foreign firms might be “footloose” investors,
have no connection with local firms, and even compete with local firms. The topicis also to seek
whether private partnerships in zone infrastructure development would be a better solution than



using entirely public funds.

2.5 Impacts of heat on mathematic test taking performance

The topic is to examine the effects of average test-day temperature on the mathematics test
performance of Vietnamese students who took the national university and college entrance
examinations in 2009. The topic aso examines whether the heat effect may be minimal in the
hottest region or not.

3.1 Decomposing Vietnamese gender equality by wage distribution

It focuses on the formal sector and further divides the sample by educational level, age profile,
occupational type, and industry for theinsights. The core method isto estimate two counterfactual
digtributions of the income of women: i) if they were having the same characterigtics distribution
and paid same price per skill as men but having the residuals of women, ii) if they were having
the same characteristic distribution as men and under the conditional distribution of the price per
skill as women. Then the gap will be decomposed into distribution of skills (characteristics
difference), of skill price (gender discrimination), and of the residuals (unobservable factors).

3.2 Decomposing public and private enterprise wage gap in Vietham

Similar to the methodsin 3.1, we apply the methods proposed by Chernozhukov et al. (2013) and
arecentered influence function regression proposed by Firpo et a. (2009). The key point of both
methods is to estimate a counterfactual distribution of the first group of workers based on a
component distributed as if it were the second group’s and the remaining components as if they
were those of the first group. Based on appropriate counterfactual s, these methods decompose the
wage distribution between SOE empl oyees and non-SOE empl oyees.

3.3 Firms and regional favoritism

We adopt a standard difference-in-differences (DID) approach using panel data to compare the
home districts of politicians in office during the period 2000—2010 with other districts. We also
use severad fixed effectsincluding district fixed effects, baseline characteristic-year fixed effects,
and province-year fixed effects.

3.4 Impacts of Vietnamese enter prise zones on local business devel opment

We constructed a panel of communes during 2000—2007 using data on zone-based firms, loca
firms, and zones. We use a modified panel-event study, which combines DID, a geographical
discontinuity design, and an event study investigating commune fixed effects, district-year fixed
effects, and fixed effects of the year—commune characteristics. We analyze the heterogeneity of
zone types and ZID ownership.

3.5 Impacts of heat on mathematic test taking performance

We useindividud fixed effects and various controls (such as university-test group rank, university
fixed effect, distance to test venues) to identify the effect of heat on mathematic test taking
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performance. We also investigate sub-sampl es including the hottest regions and coolest regions,
heterogenous numbers of mathematics tests taken, gender, regional economic disparities, and
policy groups.

Theresearch results show that economic incentives might lead to favoritism or change theexisting
favoritism. The results suggest severa (policy) implications. First, wage discrimination might be
dismissed by the market mechanism. Second, the private sector is sensitive to economic incentives.
Third, the development of the private sector is crucial for economic development. Fourth, heat
waves/climate changes might lead to regional inequality.

4.1 Decomposing Vietnamese gender equality by wage distribution

We find evidence for a consistent gender wage gap, with the price of skills being the main
contributor. In contrast, labor market discrimination does not have a crucial influence. Some
gender equality gained by the distribution of skills can be explained by the rise in women's
education and women's participation in specific industries, occupations and the growing private
sector. Therefore, discrimination against women in the labor market can be reduced by
empowering women with more education and social capital.

4.2 Decomposing public and private enterprise wage gap in Vietham

Although SOE employees received higher pay in 2002 because of differences in the
characteristics and residuas, the differences in coefficients were minimal along the wage
digtribution during 2002—2014. The differences in characteristics decreased over time in the
middle and middle-to-high wage distribution groups. University graduates were the main
contributor to the difference in endowments. By 2014, the residuals difference vanished and the
pay schemes between SOEs and non-SOEs converged. The results suggest that preference on the
public sector will subside if the government policy secures fair competition between public and
private sectors.

4.3 Firms and regional favoritism

Results show that the number of firms tend to increase in the home districts of Vietnamese
politicians after they assume office. This favoritism is particularly pronounced for private
domestic firms, construction firms and rural areas. We find construction firms most likely
consistently respond to political favoritism. The birthplace favoritism is more pronounced among
top politicians who lead the province and who were also born in the province.

4.4 Impacts of Vietnamese enter prise zones on local business devel opment

We find that zone, a place-based policy (areafavoritism), leads to an increased number of firms
and increase employment in the communes hosting the zone, even after excluding zone-based
firms. Our findings suggest that private partnerships in ZIDs worked best in attracting firms to
the zone. The spatial spillover effects of the zone occurred up to adistance of 14 km.



4.5 Impacts of heat on mathematic test taking performance

We find that an increase of 1°F results in an approximate 0.006 standard deviation loss of the
standardized test scores (by age and test problem). The negative effects are persistent regardless
of whether students were from the hottest or coolest climate regionsin Vietham. We also find that
femal e students and students from rural areas and townships are most vulnerable to the effects of
heat. Our results might also be used as a reference for school administrators when considering
investments in school infrastructure. A reasonable heat—diffusion solution determined through
cost—benefit analysis might offset the harms economically.
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