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Abstract

Border-gate economic zones (BEZs) are symbols of the increased cross-border exchange and 
the development initiative of the border areas in the Greater Mekong Subregion (GMS). Over 
the past decade, BEZs have been able to attract a great number of women workers seeking for 
new job opportunities. Using survey data collected at the BEZs of Mong Cai, Cau Treo, and 
Moc Bai in Viet Nam and from the Vietnam Household Living Standard Survey (VHLSS) to 
examine the factors that influence earnings in the BEZs and in the border provinces that host 
the BEZs and those where no BEZs are present, the research finds that the BEZs and cross-
border integration increase the earnings of female labor. However, there seems to be a missing 
link between the establishment of the BEZs and cross-border integration and the improvement 
of female labor quality. Poor labor quality, and the predominance of the exploitative factors 
exaggerated by the unsustainable structure of the border-gate economy, are likely to make BEZs 
vulnerable areas of the GMS labor market where women’s rights are easily violated and female 
workers have little awareness and self-estimation of their working status.

Introduction

Border-gate economic zones (BEZs)—a kind of special economic zone in the border-gate 
areas—are the symbols of the increased cross-border exchange and the development initiative 
of the border areas of the Greater Mekong Subregion (GMS). Over the past decade, the BEZs 
in the GMS quickly attracted a great number of women laborers seeking new job opportunities. 

There is an abundance of literature on special economic zones (SEZs) and other economic 
zones, such as export processing zones (EPZs) and industrial zones, in countries such as 
Bangladesh, the People’s Republic of China (PRC), India, Malaysia, the Philippines, Sri Lanka, 
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Thailand, and in Africa and Latin America. Assessments and observations on the role and 
impact of the SEZs are varied, ranging from positive to negative in almost all aspects, including 
economic growth, trade, investment, labor, productivity, environment, and social impacts 
(Aggarwal 2007, ILO 1998 and 2003, Heron 2004). 

With only a few exceptions, the existing literature tends to concur on the positive 
employment-generation effect of the SEZs (ILO 1998). It is theoretically assumed that SEZs 
can contribute positively to human capital formation (Aggarwal 2007, Kusago and Tzannatos 
1998, Johansson 1994). At the individual level, it is believed that if people have jobs and more 
income, they will invest more in education and training. At the firm level, workers can be 
provided with training and learn on the job. In addition, skill formation for the unskilled workers 
occurs through assimilation of industrial discipline. The presence of the SEZs is expected to 
lead to the upgrading of facilities to raise human capital, such as schools and hospitals that cater 
to the needs of the zones. 

In contrast, a number of researches have proved that additional job opportunities in the 
SEZs are not necessarily associated with increased income, human capital, and labor skills. 
Empirical studies indicate that in reality, the impact of the SEZs on labor wages is ambiguous. 
Wage gaps between SEZs and non-SEZs vary across zones in the same country and across 
sectors in the same zone, and these depend on specific countries (Kusago and Tzannatos 1998; 
Aggarwal 2007). There is also a large body of literature that criticizes the working conditions of 
labor in SEZs—referring to the violation of workers’ rights, compulsory overtime, job insecurity, 
lack of safety, use of pressure tactics to meet deadlines, and sexual harassment of female 
workers (ILO 1998 and 2003). The reasons for these are many. For instance, the SEZs may be 
target-oriented workplaces where facilities for raising human capital, such as schools, training 
centers, hospitals, and clinics, are ignored. Even where those facilities are adequately present, 
it is observed that workers may not want or are not able to participate in training programs to 
improve their skills. In many cases, the presence of SEZs only creates more opportunities for 
low-paying jobs that do not contribute to raising labor income. Moreover, labor laws may not be 
extended to the zone firms; and where these laws are applicable, they are not strictly enforced 
(Aggarwal 2007). Thus, the increase of earnings and improvement of labor skills in the SEZs 
depend more on other characteristics of the local labor market and local conditions than on 
incomes and job opportunities.

Looking at the local context, the above critical line of argument may theoretically 
presuppose that the quality of female labor in the BEZs of Cambodia, the Lao People’s 
Democratic Republic (Lao PDR), Viet Nam, and Yunnan province of the PRC (CLVY) is low. 
This is caused by a number of factors pertinent to the BEZs, such as being located in the poor, 
remote, and mountainous border areas. For example, women have limited access to education 
and training because of extreme poverty, poor infrastructure, poor educational and health care 
facilities, and the prevailing social and cultural customs of indigenous communities that are 
biased against women. Migration also affects female labor quality in the sense that most of the 
female migrants come from less developed places, where they already constituted a portion of 
the poor and unskilled labor group. Because of their unsettled life and temporary employment, 
migrants pay little attention to the benefits of education and health care. In addition, because of 
the migrants’ temporary labor status, employers and local authorities care less about the issue 
of labor quality.

While existing literature can enrich understanding of the female labor situation in the SEZs 
within a broad international context, it does not help explain the specific situation of female labor 
in the BEZs of the GMS because BEZs have different characteristics to the SEZs.
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First, the BEZs are not strictly target-oriented zones with specific purposes, such as 
experimenting with a new policy (e.g., open-door policies, a case of PRC SEZs in the late 
1970s and early 1980s) or exporting (e.g., EPZs in other developing countries), which may 
subsequently sacrifice working conditions and human development opportunities as some 
studies have indicated.

Second, the BEZs do not always have an advantageous location (e.g., along the coastal 
line or close to big cities). Instead, the BEZs are often situated within a poor and less developed 
border region, where traditional agricultural activities are predominant. They serve not only 
as the source of economic growth but also as the development hub of the surrounding areas 
by providing crucial facilities, such as schools, training centers, hospitals, and clinics, to raise 
human capital.

Third, the special status, in terms of free trade and investment, accorded to the BEZs 
is intended to serve the aim of development and poverty reduction in the border areas. The 
establishment of the BEZs should bring about the integration of the border economy, not only 
to create jobs and generate incomes, but also to help improve labor skills in the less-developed 
border areas to shift labor away from traditional agriculture into services and industries, and to 
encourage women to work outside the home.

Because BEZs represent the level of cross-border integration, to a larger extent, the impact 
of cross-border integration on earnings and quality of female labor in the border areas also needs 
to be examined with evidence. In this regard, this research aims to answer two questions: How 
do the BEZs and cross-border integration affect the earnings and quality of female labor in the 
border economy? What lessons can Viet Nam offer to GMS cooperation regarding the effects of 
BEZs and cross-border integration on earnings and quality of female labor in the border areas?

The second section of this paper will present the overview of female labor market in  
Viet Nam and in the BEZs of Viet Nam. It highlights the role of the BEZs in promoting subregional 
integration of Viet Nam’s remote border provinces. The third section will present the overview  
of the study sites. The fourth section will discuss the Mincerian method to examine the earnings 
of female labor and the factors that influence earnings. This is followed by the presentation of  
the research findings. The last section will discuss the policy implications for Viet Nam and  
GMS cooperation.

Financial Services in Cross-Border Trade of Viet Nam

Viet Nam’s Labor Market for Women

Women account for 48.6% of the total labor force in Viet Nam. According to the Mid-Term Review 
Report of the implementation of the Five-Year (2006–2010) Socio-Economic Development Plan, 
the labor force participation rate of women in 2007 was 65.4% compared with 74% of men. The 
gender development index was 0.732, ranking 91st out of 157 listed countries. However, this is a 
fall compared with 2003 when Viet Nam ranked 83rd out of 177 countries.

At first glance, the quality of the female labor force in Viet Nam can be assessed in terms 
of employment distribution. Around 70%–80% of women work in the informal sector of the 
economy, 60% are in the agriculture sector, and 20% are in the non-agricultural sectors, which 
are affiliated mostly with micro production and service units (Linh 2008). In the formal sector, 
most female employees are working in the labor-intensive enterprises, such as production 
of food and beverages, wearing apparel, and luggage; tanning and dyeing of fur; trade; and 
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construction. Only a small proportion of women work in the high value-added and high-skill 
enterprises in such fields as science and technologies and education (Table 1). In 2007, the 
earnings of a female worker was only 74.5% of a male worker in the same job, 81.5% of a 
male’s earnings for those who possess middle-ranged skills, 90.1% of a male’s earnings for 
those with vocational trainings, and 86% of a male’s earnings for those who graduated from a 
university (GSO 2007).

The reasons of the low quality of female labor in Viet Nam are many. They include
(i) limited access to education and training; 
(ii) gender discrimination in families, communities, and workplaces that creates barriers for 

women to increase their education and skills to have better jobs and to work in better 
conditions; 

(iii) poor implementation or absence of regulations and laws that protect the rights and 
opportunities of female labor; and

(iv) conformance of women to their situation, regions, and areas (urban and rural). 
The Human Development Report 2007/2008 shows that the literacy rate of women aged 

15 and above was 86.9% in 2005, or 0.93 of the male rate. Only 13.0% of women enter tertiary 
education, compared with 18.4% of men. In the labor market, the ratio of trained female  
and male workers is approximately one-third, and the hourly wage of female workers is just 
80% that of male on average (Linh 2008). Within the social and domestic environment, the 
family survey in 2006 showed that 3.4% of husbands fight with their wives, 15.1% of husbands 
abuse their wives, and 7.2% of husbands coerce their wives. Family violence is caused by 

Table 1 Percentage of Female Employees in Enterprises (as of December 2008)

Enterprises by Sectors
Percentage  

(Total = 100%)

Agriculture and forestry 3.17

Fishery 0.17

Mining and quarrying 1.09

Manufacturing 66.12

Electricity, gas, and water supply 0.75

Construction 4.84

Trade, repair of motor vehicles and household goods 10.78

Hotel and restaurant 2.43

Transport, storage, and communications 2.95

Financial intermediation 2.91

Science and technology activities 0.02

Activities related to real estate and consultancy 3.12

Education and training 0.31

Health and social work 0.24

Cultural and sport activities 0.35

Personal and public services 0.74

Private households with employed persons 0.00

Source: Authors’ calculation based on the data of the General Statistics Office. 2010. Statistical Yearbook 2009. Ha Noi: 
Statistical Publishing House.
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drunkenness, differences in business opinion, economic difficulties, conflict in bringing up 
children, addiction, and gambling. There is discrimination between sons and daughters and 
the work of husband and wife within the family. Girls from the minority ethnic groups have 
extremely low education attainment due to economic barriers, the need to work, and parents’ 
and girls’ perceptions of the value of education (Ministry of Planning and Investment 2009).

Over the past decade, the treatment and quality of female labor have been improved in 
many respects. This is due to the promulgation of the Labor Codes, the Law on Gender Equality, 
the National Plan of Action for the Advancement of Women 2006–2010, and other policies 
on gender and family, together with efforts to achieve the Millennium Development Goals to 
promote gender equality and womens’ empowerment. For example, the Labor Code and the 
Law on Gender Equality are applied to ensure gender and wage equality in work. Laws also 
guarantee gender equality in access to production resources, credit, employment, property, and 
inheritance. Nonetheless, the speed of women’s advancement is still slow. In reality, laws are 
lacking in sub-law guidance, some policies to provide priority to women appear unfeasible, and 
laws and policies are poorly implemented, especially in remote and backward areas.

Border-gate Economic Zones in Viet Nam

The development of border-gate economy is vital for the socioeconomic development of the 
border areas that lag behind other regions. Such development is tied closely to the dynamics 
of cross-border economic transactions between Viet Nam and other countries in the GMS 
(i.e., Cambodia, Yunnan province and Guangxi Zhuang Autonomous Region of the PRC, and 
Lao PDR). For this reason, Viet Nam has, over the past decade, established 26 BEZs in the 
borderlines with Cambodia, the PRC, and Lao PDR, and plans to establish 4 more by 2020 
(Table 2). The BEZ, as defined in Decree 29/2008/ND-CP in 2008 by the Government of 
Viet Nam, is an economic zone located in the land border of the region, where there is an 
international or main checkpoint or more, and encompassing not only the border gate(s) but 
also the contiguous administrative areas, which are spatially inseparable. The geographic area 
of each BEZ is specifically defined in its establishment decision by the Prime Minister or the 
government. The BEZs are granted special administrative and regulatory status suited to the 
local conditions to ensure their rapid socioeconomic development, which has strong spillover 
effects in the surrounding areas.

Since the establishment of the first BEZ in 1996, the BEZs have made a significant 
contribution to the socioeconomic development in the border areas of Viet Nam as well as 
to the economic relations between Viet Nam and its neighboring countries. In general, the 
border economy is most dynamic and is growing fastest in the north, followed by the south 
and the center. The BEZs in the northern frontier, such as Lao Cai, Mong Cai, and Lang Son, 
serve as bridges for the economic exchanges between Viet Nam and the PRC. Most cross-
border economic activities in the BEZs along the border with Lao PDR concentrate in Lao 
Bao (Quang Tri province), Cau Treo (Ha Tinh province), and Bo Y (Kontum province), which 
are strategically located along major roads. In the southern provinces, cross-border economic 
activities are most active in the BEZs of Moc Bai (Tay Ninh province) and An Giang (An Giang 
province).1 BEZs have become the vehicles for subregional and cross-border integration of the 
border provinces of Viet Nam. 

1 As of 2006, eight BEZs in the northern provinces contributed 85.4% of the government budget, 80% of tariff revenue, 
and 59.8% ($2.1 billion) of cross-border trade turnover of all BEZs. These BEZs also attracted 86.8% (D4.9 billion  
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or $308 million) of total investment into all BEZs. To a lesser degree, economic activities also grow fast along the 
border with Lao PDR in the presence of BEZs. In 2006, the BEZs in the central provinces of Viet Nam contributed 
8.6% (D466 billion or $29.1 million) of the total contribution by all BEZs to the government budget. Cross-border trade 
turnover reached $204 million or 5.8% of total cross-border trade volume of all BEZs and the export turnover was $70 
million. The BEZs in the border with Cambodia contributed 34.4% ($1.2 billion) of the total cross-border trade turnover,  
6% of the budget (D326 billion or $20.4 million ), and 10.2% tariff revenue of all BEZs in 2006 (Hue 2009).

Table 2 List of 26 Border-Gate Economic Zones of Viet Nam

No. BEZs Province Border with
Established by 

Decision

 1 Dong Dang–Lang Son* Lang Son PRC 138/2008/QD-TTg and 
1055/2010/QD-TTg

 2 Chi Ma Lang Son PRC 185/2001/QD-TTg

 3 Lao Cai* Lao Cai PRC 44/2008/QD-TTg

 4 Mong Cai* Quang Ninh PRC 675/1996/QD-TTg

 5 North Phong Sinh Quang Ninh PRC 115/2002/QD-TTg

 6 Hoanh Mo–Dong Van Quang Ninh PRC 115/2002/QD-TTg

 7 Thanh Thuy Ha Giang PRC 136/2009/QD-TTg

 8 Ma Lu Thang Lai Chau PRC 187/2001/QD-TTg

 9 Ta Lung Cao Bang PRC 171/1998/QD-TTg

10 Tra Linh Cao Bang PRC 171/1998/QD-TTg

11 Soc Giang Cao Bang PRC 171/1998/QD-TTg

12 Cau Treo* Ha Tinh Lao PDR 177/1998/QD-TTg

13 Cha Lo Quang Binh Lao PDR 137/2002/QD-TTg

14 Nam Giang Quang Nam Lao PDR 211/2006/QD-TTg

15 Bo Y* KonTum Lao PDR 217/2005/QD-TTg

16 Lao Bao* Quang Tri Lao PDR 219/1998/QD-TTg

17 A Dot Hue Lao PDR 64/2008/QD-TTg

18 Na Meo Thanh Hoa Lao PDR 138/2008/QD-TTg

19 Road 19 Gia Lai Cambodia 139/2001/QD-TTg

20 Bonue Binh Phuoc Cambodia 3/2005/QD-TTg

21 Moc Bai* Tay Ninh Cambodia 210/1998/QD-TTg

22 Xa Mat Tay Ninh Cambodia 186/2003/QD-TTg

23 Dong Thap* Dong Thap Cambodia 166/2008/QD-TTg

24 An Giang (Tinh Bien,  
Vinh Xuong, and Khanh 
Binh BEZs)*

An Giang Cambodia 65/2007/QD-TTg

25 Ha Tien Kien Giang Cambodia 32/2000/QD-TTg

26 Long An Long An Cambodia 7/2010/QD-TTg

BEZ = border-gate economic zone, PRC = People’s Republic of China, Lao PDR = Lao People’s Democratic Republic,  
No. = number.

* Priority BEZ. 

Sources: Decision 52/2008/QD-TTg, and Decision 64/2008/QD-TTg by the Government of Viet Nam.
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The dynamic economic activities, especially those linked to cross-border trade, of the 
BEZs in Viet Nam and other GMS countries have made them attractive places for employment. 
Women now have more job opportunities in the booming local service sector and newly 
established factories of the industrial zones. Yet, the BEZs are also likely to host a large number 
of unskilled female workers due to the socioeconomic conditions of the zones’ location.

First, the BEZs are often located within the less developed surrounding regions where poor 
infrastructure facilities, such as schools and hospitals, have adversely affected the quality of the 
labor supply. 

Second, poverty, and in many circumstances the customs of the indigenous communities in 
the border areas, leads to a high school dropout rate among female children who join the labor 
force early, and hinder adequate participation of female adults in skills training. 

Third, the BEZs require diverse economic activities, especially low-paying simple services, 
that suit and attract unskilled female workers. A large number of female workers are working 
in the informal sector, such as money changers in the black market, transporters of smuggled 
goods across the border, or in karaoke bars and massage parlors, where they are even more 
easily exploited and sexually abused. If the informal sectors of the border-gate economy are 
likely to provide more job opportunities for unskilled women, they destroy the incentive to 
improve the quality of female labor; and, more importantly, they are likely to become the source 
of social disruption and violation of women’s rights in the border-gate areas.

Overview of Study Sites

This research conducted a survey in three major BEZs of Viet Nam: Mong Cai, Cau Treo, and 
Moc Bai. These are among the nine major BEZs where international border gates are located, 
and which are accorded priority by the Government of Viet Nam in terms of infrastructure 
development, managerial mechanisms, and administrative status. These BEZs represent not 
only diverse geographic locations (in the north and bordering the PRC, in the center and 
bordering Lao PDR, and in the south and bordering Cambodia), but they also encompass a 
variety of factors that influence the quality of female labor force, such as the level of economic 
development, variation of economic activities, dynamics of cross-border transaction, local 
social and communal environment, and migration pattern.

The sample structure is provided in Table 3. 

Mong Cai

Mong Cai BEZ is located in the border between Quang Ninh province of Viet Nam and  
Guangxi province of the PRC. It was established by the Prime Minister in 1996 as the first BEZ 
of Viet Nam under decision 675/1996/QD-TTg. The BEZ include Mong Cai town and several 
villages in the northeast of Quang Ninh province (i.e., Hai Xuan, Hai Hoa, Binh Ngoc, Tra Co, 
Ninh Duong, Van Ninh, Hai Yen, Hai Dong, Hai Tien, Vinh Trung, and Vinh Thuc), covering an 
area of approximately 51,900 hectares with a population of around 106,000 in 2010. 

Mong Cai is an important border gate in the northern part of Viet Nam owing to its strategic 
location in two economic corridors and one economic belt (Lao Cai–Ha Noi–Quang Ninh–
Kunming and Ha Noi–Hai Phong–Quang Ninh–Lang Son–Nanning economic corridors, and 
the Tokin Economic Belt). The BEZ is important in promoting trade between Viet Nam and 
the southern provinces of the PRC. In particular, it borders DongXinh town, an open-door 
economic zone in Guangxi Zhuang Autonomous Region, which was built to become a large and 
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modern city and a gateway for the PRC to enter the Southeast Asian market. Mong Cai also has 
a convenient network of land and sea routes. Along its coastline, small ports (including tourist 
and commercial ports) are being developed in Dan Tien, Mui Ngoc, and Tho Xuan communes. 
In particular, Van Gia port is a destination for import–export goods not only for Quang Ninh 
province and DongXinh town but also for other inner provinces of Viet Nam and economic 
centers of the PRC. 

Mong Cai has changed dramatically since the opening of the border gate. It has become 
one of the largest trade centers of Quang Ninh province. Mong Cai is the first city in Viet Nam 
to apply preferential policies for the BEZ according to Decision 675/1996/QD-g, and Decision 
53/2001/QD-TTg by the Prime Minister, and Resolution 54/2005/NQ-TW of the Politburo. 
Mong Cai also benefits from two national strategic development programs,2 Decision 120 of the 
Prime Minister, and other favorable policies of Quang Ninh province. 

Between 2000 and 2009, the average annual economic growth rate of Mong Cai was 
over 16%—twice the national average. The per capita income of the city increased more than 
2.5 times during the period 2000–2008, from $565 in 2000 to $1,420 in 2008. The economic 
structure has shifted rapidly toward services. In 2008, tourism contributed to 65% of the city’s 
gross domestic product with more than 2 million tourists, while its trade volume reached  
$4 billion compared to $0.136 billion in 2000. Mong Cai operates as a large commercial center, 
providing goods, particularly PRC goods to all other provinces. In Mong Cai, the PRC Rong 
Ji Trade Center and a trade center of the Dong Sheng Group are adjacent to the border gate. 
In addition, there are the Togi Trade Centre and Mong Cai City’s central market. Some 6,000 
household shops operate in these commercial centers, of which around 1,000 are owned by 
foreigners, mostly from the PRC.

Besides the service sector, the industry in Mong Cai has gained momentum. Mong Cai has 
established four industrial clusters, one of which (Hai Yen) is one of the five largest industrial 

2 These are Program 134—Program for Providing Assistance of Production Land, Residential Land, Housing and Clean 
Water to Poverty Stricken Ethnic Minority Communities with Special Difficulty, and Program 135—Socio-economic 
Development Program for Extremely Difficult Communes in Ethnic Minority and Mountainous Areas.

Table 3 Summary Distribution of the Sample

Category Female Male Total

Labor that participates in the economic  
activities of the BEZ 121 120 241

 Mong Cai 41 40 81

 Cau Treo 40 40 80

 Moc Bai 40 40 80

Labor that does not participate in the  
economic activities of the BEZ 123 116 239

 Mong Cai 41 39 80

 Cau Treo 41 39 80

 Moc Bai 41 38 79

Total 244 236 480

BEZ = border-gate economic zone.

Source: Survey data.
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clusters in Quang Ninh province. In 2010, Mong Cai had 23 foreign direct investment projects 
with a registered capital of $235 million. Not only Mong Cai as a whole, but also villages that 
belong to the Mong Cai BEZ have benefited from its opening. Hai Hoa, Hai Xuan, Ninh Duong, 
and Van Ninh used to be considered backward areas. Now, with the presence of the BEZ, local 
habitants of various ethnicities, such as Kinh, Muong, Tay, Nung, San Diu, Hoa, and Dao, have 
made a significant improvement in their living standards. In each village, a number of cultural 
houses serve as venues for community activities such as meetings and other events. All the 
children go to school, and medical services have been delivered to all people in villages who 
need medical attention. The number of poor households had been reduced, and in some villages, 
such as Ninh Duong and Binh Ngoc, they account for less than 5% of households.

Mong Cai BEZ has a higher level of development than its surrounding areas and other 
BEZs around the country. The economic activities in Mong Cai are diverse, ranging from 
trade, tourism, manufacturing, and seaport services to entertainment and handicraft industries. 
The BEZ is considered the economic nucleus of the belt of northern coastal provinces and a 
growth locomotive and labor hub of the northeastern region. Over the past few years, the central 
government and the provincial authority have spent a large amount of money on infrastructure 
development in this area, including health care facilities, schools, canals, lakes, dams, ports, 
water supply, and waste and water treatment plants.

Cau Treo

Cau Treo BEZ is located in the border area between Huong Son District, Ha Tinh province  
of Viet Nam and Kham Cot District, Bolykhamxay province of Lao PDR, which is just  
56 kilometers (km) away. It was established in 1998 under Decision 177/1998/QD-TTg of 
the Prime Minister. The BEZ covers an area of around 57,000 hectares, including the villages 
of Son Kim 1, Son Kim 2, and Tay Son town with more than 21,000 habitants. In October 
2007, the Prime Minister issued Decision 162/2007/QD-TTg to accord Cau Treo the status of 
international BEZ replacing Decision 177/1998/QD-TTg, which only provided the BEZ with 
experimental status.

Cau Treo has a strategic role in boosting economic exchange between neighboring countries 
due to its location in the national road 8A, which offers the shortest route to the Eastern Sea, 
particularly the deep-sea port of Vung Ang–Son Duong, 140 km away, for central Lao PDR 
and northeast Thailand. The distance between Cau Treo and Vientiane, the capital city of Lao 
PDR, is around 300 km, making the BEZ a convenient transport node for Viet Nam, Lao PDR, 
and northeastern Thailand. Cau Treo has an ecosystem of natural forests, which cover almost 
80% of the total area of the BEZ. Natural forests, mineral water, and tin are the main resources 
of Cau Treo BEZ. Therefore, ecotourism, mining, and trade are considered the core economic 
activities of the BEZ.

Cau Treo BEZ has enjoyed preferential policies. On 9 February 2009, the Prime Minister 
issued Decision 155/2009/QD-TTg, adopting the development master plan of Cau Treo 
International BEZ by 2025 with the aim of turning it into

(i) a multifunctional economic zone, combining the development of industrial and service 
facilities including for trade, tourism, agriculture, forestry, and urban residential areas; 

(ii) an important international commercial and transport gate in the East–West Economic 
Corridor; and 

(iii) a cultural, service, and tourist center of Ha Tinh province.
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However, the economic activities in Cau Treo BEZ are still limited because of its low level 
of economic development. There is also a low level of economic development on the Lao PDR 
side. The total import–export turnover through the gate reached $86.2 million in 2007, $56.4 
million in 2008, and $96.9 million in 2009. Goods that are imported and exported through 
Cau Treo gate are petroleum, oil and gas, construction materials, electronic goods, electrical 
appliances, rice, beverage, wood, and fertilizer. By 2010, only nine investment projects for  
the BEZ that have been granted license with total registered capital of D2 trillion ($105 million), 
and more than 120 local companies have been established, together with a few hundred  
household business. In September 2009, a project for assembling electric vehicles with a capital 
of D385 billion ($20.3 million) was started. Nonetheless, several important projects have 
been under way in Cau Treo, for instance, Dai Kim Industrial Zone, Da Mong Multifunctional 
Economic Zone, and the expansion of connectivity between Cau Treo gate and Nam Phao gate 
(also in Ha Tinh province).

Compared to the other two BEZs, Cau Treo is relatively less developed because of its 
relatively disadvantageous geographic location, the low level of economic development on the 
Lao PDR side of the border, and widespread poverty in its surrounding areas. The economic 
activities in Cau Treo have been so far limited to trade and cross-border transport of goods and 
people. Whereas Mong Cai and Moc Bai can attract a large number of workers from neighboring 
provinces, most of the labor force in Cau Treo is from the contiguous communes.

Moc Bai

Moc Bai BEZ belongs to Tay Ninh province, 70 km from Ho Chi Minh City. The BEZ is situated 
on the border with Svay Rieng province of Cambodia 170 km from Phnom Penh. The BEZ was 
established in 1998 under Decision 210/1998/QD-TTg of the Prime Minister. It is considered a 
propulsive node for the development of the border areas of Viet Nam and Cambodia due to its 
strategic location in the Trans-Asia Highway, which connects Cambodia, Lao PDR, Myanmar, 
Thailand, and Viet Nam. Moc Bai BEZ has an area of around 21,200 ha, including 7 villages: 
Long Thuan, Tien Thuan, Loi Thuan, An Thanh of Ben Cau District, Phuoc Luu, Binh Thanh, and 
Phuoc Chi of Trang Bang District. In 2010, the total population of Moc Bai was around 66,500.

Decision 114/2004/QD-TTg by the Prime Minister granted Moc Bai BEZ preferential 
status. Accordingly, enterprises operating in the commercial center and industrial zones are 
exempted from import–export and value-added tax. Over the past years, the trading volume 
in Moc Bai has increased dramatically. However, in 2009, due to the impact of the economic 
slowdown nationwide, the total of export–import turnover of Moc Bai BEZ and through the 
border gate fell to $90 million from almost $120 million in 2008. The attractiveness of Moc Bai 
is in its chain of duty-free supermarkets, which are visited by nearly 10,000 people each day. 
The number of visitors to Moc Bai duty-free zone had more than doubled by 2009 from around 
1.3 million people in 2006.

The number of people who crossed through the border gate in Moc Bai increased from 
around 0.4 million in 2004 to 2.2 million in 2009 (Tay-Ninh Online Journal 17 April 2010). 
The number of transport vehicles that passed through the gate also increased steadily. Goods 
exported from Viet Nam to Cambodia are mainly consumer goods, construction materials, and 
household appliances, which account for about 40%–50% of trading business in Cambodia. 
In 2010, Moc Bai BEZ had 34 investors with 47 projects with a total registered investment 
capital of D5.5 trillion ($275 million). Among these projects, 29 are in commerce and services, 
industrial infrastructure, and urban development; one is in ecotourism; and one is a golf project.
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Although the economic activities in Moc Bai are still sparse, they are expected to grow 
in the coming years because the economies on both sides of the border are developing fast. 
Essential infrastructure and facilities, such as duty-free supermarkets, mini supermarkets, 
shopping malls, and restaurants, are already open, modern housing complexes are being built, 
new roads are constructed, and industrial projects have been allocated land plots. During this 
expansion and transition process, demand for labor to work in simple, low-paid positions is 
increasing. At the same time, many unskilled laborers employed previously as porters are now 
looking for opportunities to increase their earnings by becoming sellers.

Methods to Examine Earnings

Basic Mincerian Function

The basic earning model developed by Jacop Mincer (1974) can be regarded as a cornerstone 
of empirical labor economics. The model captures the influence of education (i.e., years of 
schooling) and on-the-job training (i.e., learning from experience) on earnings of labor. 
Moreover, Mincer (1974) developed the rationale for the standard quadratic form for the 
experience variable. The function could be expressed as

lnYi = α + β1 Si + β2 EXPi + β3 EXPi
2 + εi 

where:
lnYi : logarithm of hour wage of labor of individual i,
Si  : number of years of schooling by individual i,
EXPi : years of experience of individual i, and
EXPi

2 : square of year of experience of individual i.
In this function, the coefficient of years of schooling (β1) can be interpreted as the average 
private rate of return to one additional year of schooling, regardless of the level of schooling.

Extended Mincerian Function

The Basic Mincerian Function can also be developed to incorporate and quantify the effect of 
any potential factor on labor productivity. This improved function could be expressed as

lnYi = α + β1Xi1 + β2Xi2 + β3 Xi3 + .... + βn Xin + εi 

in which Xi are the potential determinants of labor productivity in the regression. Xi can be 
variables such as Years of education, Potential experiences, Region, Area, Migrant, Ethnicity, 
Marital status, or Occupation.

By assessing the statistic significance of those variables in the regression, it is possible 
to compare and point out which factors would play an important role in determining labor 
earnings. Based on the extended Mincerian Earning Function, we developed the econometric 
models to examine the factors that can have impact on the earnings of female labor, using 
primary survey data and data from the Vietnam Household Living Standard Survey (VHLSS) in 
2008. Table 4 lists the variables used in the earning functions.
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Findings and Discussions

Examination of the BEZ Survey Data

Overview of Labor Market Conditions
The survey data shows that there is a clear difference in labor income, after taking inflation into 
account, before and after the establishment of the BEZs in all three sites. Except in Moc Bai, 
the average income of female labor has fallen behind that of male labor after the establishment 
of the BEZs (Table 5). Therefore, BEZs may increase labor income but to the disadvantage of 
women.

Those who participate in the economic activities associated with the BEZs tend to have 
higher income except for male labor in Moc Bai (Table 6). However, the difference between the 
mean income of male labor participants and non-participants in Moc Bai is not significant. One 
can still note that in Moc Bai, the development of the services sector, mostly trade, may favor 
female workers more than male. In other words, the BEZ economic activities associated with 
the services sector are advantageous to female labor.

Table 4 Variables in Extended Mincerian Earning Functions

Variable Explanations

Earning Total earning of individual per month

L_Earning Log form of Earning

BEZ Dummy variable, for the survey data: equal to 0 for an individual who does 
not participate in the economic activities associated with the BEZ; and 1 
for an individual who participates in the economic activities associated 
with the BEZ.

Integration Dummy variable, for the VHLSS data: equal to 0 for an individual in 
provinces that do not host the BEZs and 1 for an individual in provinces 
that host the BEZs

Gender Dummy variable, equal to 0 for male and 1 for female

Age Age of individual

YoEdu Number of years of schooling for an individual. YoEdu is converted from 
levels of education by: primary to 5, secondary to 9, high school to 12, 
vocational to 14, university to 16, masteral to 18, doctoral to 22. 

EduExp Education expenditure of individual

Exper Years of experience is calculated from age and education as follows:
Exper = age – years of schooling – age of starting school.
In Viet Nam, since by law, school starts at the age of 6, Exper = age – year 
of schooling – 6

Exper2 Square of Exper

Area Dummy variable, equal to 0 for rural and 1 for urban

Skill Dummy variable, equal to 0 for unskilled workers (who work in sectors or 
jobs that need only low, simple skills) and 1 for skilled workers (who work 
in sectors or jobs that require more sophisticated skills)

BEZ = border-gate economic zone, VHLSS = Vietnam Household Living Standard Survey.

Source: Authors.
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Data show that those engaged in BEZ economic activities, either in formal or informal 
jobs, cite the BEZ as their main source of income. More than 80% of those who earned their 
income from the BEZ said that the BEZ economic activities provided more than 50% of their 
total household income.

Around 75% of those involved in the economic activities of the BEZ said it was not 
difficult for women to find a job there. More important, there is an asymmetric information 
problem in the labor market since almost 20% of respondents said that they did not know the 
job opportunities in the BEZs. 

Table 7 indicates that women who participate in BEZ economic activities tend to be 
engaged in higher-skilled jobs. In contrast, more than 50% of female labor who are not involved 
in BEZ economic activities are unskilled workers. This is consistent with the female workers’ 
educational level, which is clearly lower for those who do not participate in the economic 
activities of the BEZs (Table 8). Thus, BEZs can help provide skilled jobs to the labor market. 

Table 5 Monthly Earnings of Labor Before and After the Establishment  
of the Border-Gate Economic Zones (D ‘000)

Mong Cai Cau Treo Moc Bai

Item Male Female Male Female Male Female

Before establishment 
of BEZs 1,314 1,513 2,205 2,468 1,439 1,572

After establishment 
of BEZs 4,540 4,360 5,542 3,995 2,007 2,282

BEZs = border-gate economic zone, D = dong.

Source: Survey data. 

Table 6 Monthly Earnings of Labor That Participate and Do Not Participate in the 
Economic Activities Associated with the Border-Gate Economic Zones (D ‘000)

Mong Cai Cau Treo Moc Bai

Type of Participation Male Female Male Female Male Female

Non-participant 3,300 2,841 3,026 2,030 2,039 2,235

Participant 6,035 5,958 7,854 6,166 1,975 2,330

D = dong.

Source: Survey data. 

Table 7 Skills of Female Labor Who Participate and Do Not Participate in the  
Economic Activities Associated with the Border-Gate Economic Zones (%)

Female Labor by Level of Skill Total  
(% and number)Type of Participation Highly Skilled Skilled Unskilled

Participant 44.6 37.2 18.2 100
(121)

Non-participant 36.6 11.4 52.0 100
(123)

Note: The skill level is evaluated according to sectors and nature of jobs.

Source: Survey data. 
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Nonetheless, the quality of working conditions may be a big concern in the BEZs as almost 60% 
of respondents said they had no employment contract and 70% said they were not paid social 
insurance.

The analysis of the survey data in Mong Cai, Cau Treo, and Moc Bai shows that the 
establishment of the BEZs helped increase the job opportunities, earnings, and skills of female 
labor. However, much still needs to be done to improve the quality of working conditions and 
gender equality.

Basic Earning Function
The basic earning function was developed to quantify the impacts of educational attainment and 
work experience on an individual’s earnings. It is expressed as

L_Earningi = α + β1 YoEdui + β2 Experi + β3 Experi
2 + εi

Table 9 presents the results of the regressed basic earning function. It shows that, except 
Exper2 in the regression for female labor, all coefficients are statistically significant at 1% and 
their signs are as expected. The positive signs on YoEdu and Exper coefficients reflect that as 
education and experience increase, the earning of an individual would be higher. The negative 
sign on Exper2, the squared term, reflects the downward trend in the contribution of experience 
to earning. Compared by gender, one more year of schooling increases the earning of male labor 
by 13.85% and one more year of work experience increases it by 10.39%. However, for female 
labor, the figures are lower at 9.03% and 4.16%. It could be said that in the BEZ area, male labor 
benefits more from education achievement and work experience than female labor.

Extended Earning Function
In the extended earning function, we incorporate variables BEZ, Area, and Skill into the 
regressions as shown below: 

L_Earningi = α + β1YoEdui + β2Experi + β3Experi
2 + β4Aerai + β5Skilli + β6BEZi+ εi

The inclusion of Area, Skill, and BEZ into Extended Earning Function makes variable 
YoEdu become insignificant (and the sign also becomes negative) (Table 10). However, it is 
quite noticeable that, compared to other variables, education does not have a big influence 
on earnings. The explanation might come from the fact that it does not require a high level of 
education to perform jobs associated with the BEZs.

Table 8 Educational Level of Female Labor (%)

Type of 
Participation

Primary 
School

Lower 
Secondary 

School

Upper 
Secondary 

School

Professional 
Training 
School

College 
and 

Higher 

Total 
(% and 

number)

Participant 4.2 23.3 65.0 3.3 4.2 100
(120)

Non-participant 22.0 47.2 19.5 4.1 7.3 100
(123)

Note: Percentages may not total 100% because of rounding.

Source: Survey data. 
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Table 9 Estimation Results of Basic Earning Function 

Variable Overall Male Female

Constant 6.22a

0.000
5.49a

0.000
6.67a

0.000

YoEdu 0.111a

0.000
0.138a

0.000
0.090a

0.000

Exper 0.062a

0.000
0.103a

0.000
0.041b

0.026

Exper2 (0.001)a

0.002
(0.002)a

0.001
(0.001)
0.166

Adjusted R-squared 0.16 0.23 0.10

Number of 
observations 400 194 205

( ) = negative.
a Statistically significant at 1%.
b Statistically significant at 5%.

Note: P-value in italics.

Source: Authors. 

Table 10 Estimation Results of Extended Earning Function 

Variable Overall Male Female

Constant 6.557a

0.000
6.319a

0.000
6.859a

0.000

YoEdu 0.005
0.730

0.008
0.728

(0.003)a

0.861

Exper 0.082a

0.000
0.092a

0.000
0.066a

0.000

Exper2 (0.002)a

0.000
(0.002)a

0.001
(0.001)a

0.001

Area 0.527a

0.000
0.474a

0.000
0.596a

0.000

Skill 0.522a

0.000
0.627a

0.000
0.423a

0.000

BEZ 0.263a

0.000
0.337a

0.000
0.222b

0.010

Adjusted R-squared 0.44 0.23 0.42

Number of 
observations 400 194 205

( ) = negative, BEZS = border-gate economic zones.
a Statistically significant at 1%.
b Statistically significant at 5%.

Note: P-value in italics.

Source: Authors. 
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The BEZ is an important variable that affects earnings. For both male and female labor, 
other things being equal, participation in economic activities associated with the BEZ (BEZ 
variable) helps increase earnings by 26.3%. By gender, BEZ increases male labor’s earnings 
by 33.7% compared to those not involved with the BEZ economic activities, and by 22.2% for 
female earnings. Skill is an important factor because it helps to increase earnings by 52.2% 
compared to unskilled labor. The importance of the skill variable is also underlined by the fact 
that most of the jobs associated with the BEZ require skills training rather than basic education.

Another important factor is the area of workers’ residence. The earnings of female workers 
are 59.6% higher if they reside in urban areas. The figure for male workers is 47.4%. The 
fact that living in the urban areas seems advantageous to the workers is quite understandable 
because the road system in the BEZ region has not yet been developed enough to help people 
shorten their commute to their workplace.

Gender Inequality
To examine the income gap between male and female labor in the BEZ, we control for variable 
BEZ and incorporate variable Gender to see its importance in the following regression function:

L_Earningi = α + β1YoEdui + β2Experi + β3Experi
2 + β4Aerai + β5Skilli + β6BEZi+ εi

The result shows that for non-participants in the economic activities associated with the 
BEZ, Gender is not a significant variable in the regression (Table 11). It may imply that there 
is no crucial earning gap between male and female labor for those who do not participate in 
the BEZ economic activities. However, the regression for labor among those involved in BEZ 
economic activities shows that gender inequality exists. Other things being equal, the earnings 
of male workers are 19.45% higher on average than the earnings of female workers.

Examination of Vietnam Household Living Standard Survey Data

The VHLSS data show that the average earnings of female labor in the provinces that host 
BEZs was higher in 2002 and 2004 when the economic activities BEZs had just become active. 
However, after 2006, earnings began to fall below the earnings of workers in provinces without 
BEZs. The gap widened in 2008 due to the impact of the economic slowdown, which was more 
severe for more economically open provinces (Table 12). Cross-border integration thus may 
raise female labor income to some extent but this link is not certain.

Table 13 shows a clear difference in terms of labor market structure between the border 
provinces that host the BEZs and those that do not. Provinces with BEZs also have a higher 
share of female and male labor participating in the industry and service sectors. This may 
hypothetically suggest that higher-skilled labor concentrates in the provinces with BEZs. 
However, the structural transformation from agriculture to industry and services is unclear for 
female labor in these provinces. This process appears to have reversed under the impact of 
the economic slowdown in 2008, when the share of female workers in the agricultural sector 
increased.

The educational level of female labor is slightly higher for provinces with BEZs, and has 
been slowly improving. The share of female labor with secondary school education and below fell 
from 77% in 2002 to only 74% in 2008 for provinces hosting BEZs. However, this share dropped 
more quickly in provinces without BEZs—from 80% in 2002 to 75% in 2008. In this regard, 
cross-border integration may not stimulate a rapid improvement of education for female labor.  
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Table 11 Estimation Results of Extended Earning Function  
for Gender

Variable Inside BEZ Outside BEZ

Constant 7.006a

0.000
6.777a

0.000

YoEdu (0.012)
0.541

0.027
0.167

Exper 0.060a

0.000
0.070a

0.007

Exper2 (0.001)a

0.017
(0.002)a

0.004

Area 0.613a

0.000
0.364a

0.005

Skill 0.750a

0.000
0.293b

0.014

BEZ (0.195)a

0.009
0.003
0.970

Adjusted R-squared 0.55 0.24

Number of 
observations 227 172

( ) = negative, BEZS = border-gate economic zones.
a Statistically significant at 1%.
b Statistically significant at 5%.

Note: P-value in italics.

Source: Authors. 

Table 12 Earning Per Hour for Persons with Salary and/or Wage (D ‘000)

Year 2002 2004 2006 2008

Area Female Male Both Female Male Both Female Male Both Female Male Both

Border 
provinces 
with BEZs 4.35 3.57 3.89 5.14 6.19 5.81 6.24 6.85 6.62 9.33 9.88 9.67

Border 
provinces 
without 
BEZs 2.63 3.03 2.86 4.73 5.27 5.08 7.10 6.32 6.61 11.45 10.35 10.80

BEZs = border-gate economic zones, Both = average for both male and female, D = dong.

Note: Figures are averages for provinces that host BEZs and provinces that do not host BEZs. 

Sources: Calculated from the Vietnam Household Living Standard Survey: 2002, 2004, 2006, and 2008. 
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Basic Earning Function
We developed the basic earning function to measure the impacts of educational attainment and 
work experience on earnings, as follows:

L_Earningi = α + β1YoEdui + β2Experi + β3Experi
2 + εi

The empirical results show that years of education and experience have positive effects 
on earning and all coefficients are significant at 5% level for overall sample as well as male 
and female labor function (Table 15). This means that when the number of years of education 

Table 14 Educational Level of Female Labor in Provinces  
With and Without BEZs (%)

Education Level 2002 2004 2006 2008

Province with BEZs

Primary school 44.60 33.05 39.36 35.29

Secondary school 32.43 34.88 35.03 38.50

High school 10.01 15.54 11.36 10.85

Vocational training school 11.27 12.36 9.74 10.00

College and higher 1.69 4.16 4.51 5.36

Provinces without BEZs

Primary school 45.82 36.60 38.03 38.88

Secondary school 35.15 36.79 38.50 36.00

High school 10.31 15.77 9.86 10.79

Vocational training school 6.96 7.12 10.56 8.79

College and higher 1.76 3.72 3.05 5.73

BEZs = border-gate economic zones. 

Note: Figures are averages for provinces that host BEZs and provinces that do not host BEZs.

Sources: Calculated from the Vietnam Household Living Standard Survey: 2002, 2004, 2006, and 2008.

Table 13 Employment Composition (%)

Year 2002 2004 2006 2008

Provinces with BEZs

Sector Female Male Both Female Male Both Female Male Both Female Male Both

Agriculture 68.3 66.3 67.3 66.1 61.0 65.7 66.2 61.4 63.7 73.1 67.2 70.0

Industry 9.7 14.7 12.0 8.9 17.0 12.2 9.7 16.9 13.4 11.4 19.6 16.0

Service 22.0 19.1 20.6 25.0 22.4 22.1 24.1 21.7 22.9 15.4 13.2 14.0

Provinces without BEZs

Agriculture 71.8 68.6 70.3 70.2 65.5 71.0 69.8 68.1 69.0 78.0 71.0 74.5

Industry 7.8 13.0 10.3 8.0 15.5 10.5 6.8 12.7 9.8 9.1 16.5 12.8

Service 20.3 18.3 19.4 21.8 19.1 18.5 23.5 19.1 21.2 13.0 12.0 12.7

BEZs = border-gate economic zones, Both = average for both male and female. 

Note: Figures are averages for provinces that host BEZs and provinces that do not host BEZs. 

Sources: Calculated from the Vietnam Household Living Standard Survey: 2002, 2004, 2006, and 2008. 
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and experience increase, earnings of labor will rise. However, the difference in the effect of 
education and experience on the earnings among male and female labor is substantial. One more 
year of schooling increases the income of female labor by 11.05% compared to only 8.47% for 
male labor. The effect of experience on earnings is 8.56% for female labor and 5.23% for male 
labor.

Thus, at the provincial level, education and experience are more important for increasing 
the earnings of female labor than male labor, but the magnitude of their effect on earnings is still 
modest. 

Extended Earning Function
We add into the Basic Earning Function a set of independent variables including Integration, 
Skill, and Area variables to develop an Extended Earning Function as follows: 

L_Earningi = α + β1YoEdui + β2Experi + β3Experi
2 + β4Aera + β5Skill + β6Integration + εi

Table 16 shows that, except for the estimated coefficient of the variable Integration in the 
regression equation for female labor (which is statistically significant at the 10% significance 
level), all other estimated coefficients are significantly different from zero at the 1% significance 
level, and the adjusted R-square in the extended earning function is higher than the one in the 
basic function for all regression equations. This implies that the set of variables in the extended 
function explains the earnings of labor better than the one in the basic earning function. 

For female labor, the first important factor for earning is skill. Other things being equal, 
skilled labor gets 45.6% higher earning than unskilled labor. Education and experience also 
have positive effect on the earnings of female labor but it is still minor since education is able 
to raise earnings only by 7.79% and experience by just 8.29%. 

For male labor, Area seems to be the most important factor that affects earnings. Other 
things being equal, the gap between the earnings of those who reside in the urban area and those 
in the rural area is 25.8%. The second important factor is skill. Earnings of skilled labor are 
23.86% higher than unskilled labor.

Table 15 Estimation Results of Basic Earning Function for VHLSS 2008 Data

Variable Overall Male Female

Constant 8.05a

0.000
8.34a

0.000
7.64a

0.000

YoEdu 0.096a

0.000
0.085a

0.000
0.111a

0.000

Exper 0.068a

0.000
0.052a

0.000
0.086a

0.000

Exper2 (0.001)a

0.000
(0.001)a

0.000
(0.002)a

0.000

Adjusted R-squared 0.333 0.278 0.414

Number of 
observations 1803 1072 731

( ) = negative, VHLSS = Vietnam Household Living Standard Survery.
a Statistically significant at 1%.

Note: P-value in italics.

Source: Authors. 



74 Journal of Greater Mekong Subregion Development Studies Earnings and Quality of Female Labor in the Border Areas of Viet Nam 75

Integration substantially improves the earnings of both male and female labor. Other  
things being equal, the earnings are higher by 9.8% for female labor and 12.7% higher for male 
labor for those who work the provinces that have the BEZs.

For both provinces that host BEZs and those that do not, the effect of education on earnings 
is important compared to other factors in the model. However, the effect of education on 
earnings in provinces without BEZs is more substantial than in provinces with BEZs. Other 
things being equal, it helps to increase earnings by 10.7% in provinces without BEZs compared 
to 6.6% in provinces with BEZs. The effect of work experience seems greater for labor working 
in provinces with BEZs (Table17).

Gender Inequality Issue
To examine the income gap between male and female labor in the provinces that host the BEZs 
and those that do not, we control for variable Integration and incorporate variable Gender to 
derive the following function:

L_Earningi = α + β1YoEdui + β2Experi + β3Experi
2 + β4Aera + β5Skill + β6Gender + εi

All estimated coefficients of the model for provinces with BEZs are statistically significant 
at the 5% level. However, in the model for provinces without BEZs, Area and Gender are 
not statistically significant. Thus, we do not have enough evidence to conclude that gender 
inequality exists in provinces that do not host the BEZs. In contrast, the negative coefficient 

Table 16 Estimation Results of Extended Earning Function for VHLSS 2008 Data

Variable Overall Male Female

Constant 7.984a

0.000
8.272a

0.000
7.577a

0.000

YoEdu 0.070a

0.000
0.062a

0.000
0.078a

0.000

Exper 0.065a

0.000
0.051a

0.000
0.083a

0.000

Exper2 (0.001)a

0.000
(0.001)a

0.000
(0.002)a

0.000

Area 0.203a

0.000
0.258a

0.000
0.142a

0.000

Skill 0.315a

0.000
0.239a

0.000
0.456a

0.000

Integration 0.121a

0.000
0.128a

0.005
0.098b

0.088

Adjusted R-squared 0.3640 0.3106 0.4542

Number of 
observations 1,765 1,034 731

( ) = negative, VHLSS = Vietnam Household Living Standard Survey.
a Statistically significant at 1%.
b Statistically significant at 10%.

Note: P-value in italics.

Source: Authors. 
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of Gender in the model for provinces with BEZs implies that there is a significant income gap 
between female and male labor in those provinces (Table 18).

Policy Implications and Conclusions

The Effects of BEZs and Cross-Border Integration on Earnings and Quality 
of Female Labor 

Viet Nam’s BEZs have successfully provided greater job opportunities for female labor with a 
large-scale effect, which is not limited to local and surrounding areas, including cross-border 
areas, but extends further to inner provinces through the channel of migration. This study 
confirms the hypothesis that in Viet Nam, as well as increasing job opportunities, the presence 
of BEZs can increase the income of female labor. 

It can further be said that cross-border integration, demonstrated by the presence of BEZs, 
helps increase female labor income in the border provinces. Cross-border integration brings in 
more investment and trade opportunities to the border areas where there were virtually none 
before, bringing job opportunities in the process.

Yet, the development course of the labor market associated with BEZs has not been 
sustained. Data show that earnings in the BEZs remain lower than expected.3 Although it is not 

3 Around 55% of respondents said that they did not want to participate in the economic activities of the BEZs because of 
low income.

Table 17 Estimation Results of Provinces  
With and Without BEZs

Variable With BEZs Without BEZs
Constant 8.139a

0.000
7.626a

0.000
YoEdu 0.066a

0.000
0.107a

0.000

Exper 0.085a

0.000
0.078a

0.000

Exper2 (0.002)a

0.000
(0.002)a

0.000

Area 0.195a

0.000
0.008
0.942

Skill 0.569a

0.000
0.172
0.206

Adjusted R-squared 0.477 0.423

Number of 
observations 527 204

( ) negative, BEZs = border-gate economic zones.
a Statistically significant at 1%.

Note: P-value in italics.

Source: Authors. 
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difficult for women to find a decent job in the BEZs, the number of high-paying jobs and the 
demand for skilled labor is still limited. Instability of income is another barrier to employment  
associated with the BEZs.

There are many constraints to translating the increase in female labor income into improved 
female labor quality, or various intertwined aspects of human capital and social progress, 
such as educational level, skill, job type, and gender equality. The gap between human capital 
development or labor quality and job opportunities for female workers in the border-gate areas 
is likely to make BEZs exploitative corners of the job market.

Moreover, although the BEZ and cross-border integration have created more jobs in the 
border areas, access to employment has been denied to a number of people, especially the 
more vulnerable and disadvantaged groups of women (e.g., ethnic minority groups, habitants 
in the remote areas, people with a lower educational level, and people who are traditionally 
engaged in agricultural work).4 In general, the predominant reasons for women’s low rates of 
participation in the economic activities of BEZs are lack of adequate skills, physical limitations, 
low incomes, insufficient capital to start business, and family care responsibilities.

4 According to the survey, 52% of the unskilled female workers, 47.2% of females with lower secondary education, and 
22% of females with primary education still do not participate in the BEZ’s economic activities.

Table 18 Estimation Results of Extended Earning Function  
for Gender for VHLSS 2008 Data

Variable With BEZs Without BEZs
Constant 8.213a

0.000
7.812a

0.000
YoEdu 0.065a

0.000
0.087a

0.000

Exper 0.062a

0.000
0.081a

0.000
Exper2 (0.001)a

0.000
0.070a

0.000
Area 0.258a

0.000
(0.002)
0.141

Skill 0.343a

0.000
0.100a

0.003
Gender (0.199)a

0.000
0.229
0.138

Adjusted R-squared 0.387 0.349

Number of 
observations 1,295 470

( ) = negative, BEZs = border-gate economic zones, VHLSS = Vietnam Household  
Living Standard Survey.
a Statistically significant at 1%.

Note: P-value in italics.

Source: Authors. 
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Increasing Communication between Demand and Supply of Labor

Although more jobs have been created in the BEZs, the employment opportunities are not 
equally shared. Self-exclusion from the economic activities of the BEZ is common among the 
more disadvantaged groups of women due to asymmetric information. This is the case when 
women do not know that demand for labor exist, or they do not apply for jobs in the belief that 
they are not qualified for the positions. 

Local governments, the BEZ authorities, employers, labor unions, training centers, and 
different kinds of civil society organizations, such as women’s unions, youth organizations, 
and even informal labor networks, should play a more active role in overcoming the problem 
of asymmetric information. For instance, they can cooperate to organize regular job fairs and 
create career orientation centers. One very useful practice that is still missing in many BEZs is 
the posting of job advertisements in public areas.

Equally important is the need for strong interventions (e.g., awareness-raising programs 
by civil society organizations and local authorities) to help indigenous people to overcome the 
chronic satisfaction with the subsistence economy and become interested in participating in the 
economic activities of the BEZs to increase their income. 

Creating Sustainable Structural Transformation of the BEZ Labor Market

The association of skill, or job type, with earnings reflects the demand side in the labor market 
for women. The presence of BEZs provides a favorable environment for local areas to host 
higher-skilled jobs that provide higher pay. Yet, the gains are mainly due to the service sector. 
It should be noted that the service sector in BEZs may be classified as simple with little added 
value, and mostly relating to cross-border trade. This explains why jobs in BEZs only require 
training for the needed skills and, therefore, cross-border integration may not bring about rapid 
human development for female labor. 

To ensure sustainable development and structural transformation of their labor markets, 
the BEZs need to encourage more business activities in the production sector. More incentives 
should be provided to investors in production enterprises or in the labor-intensive manufacturing 
sectors, that are higher in the skill chain and cultivate higher human capital in the labor market 
by requiring more sophisticated skills, applying technology, and implementing industrial and 
organizational disciplines. 

To integrate unskilled rural poor and ethnic women into the job market of the BEZs, and 
to encourage previously hired labor to start and run their own business sustainably, there is a 
need to increase their access to capital (e.g., credit and micro credit) as well as to improve their 
small-business management skills (e.g., through trainings).

Vocational Training and Skills Enhancement for Female Labor

Vocational trainings and skills enhancement are particularly important for female labor 
associated with the economic activities of the BEZs. The survey showed that participation in the 
economic activities of the BEZs does not require a high level of basic education. In fact, most 
jobs associated with the BEZ currently require only short- and medium-term training to equip 
labor with necessary skills, even though at the provincial level the effect of basic education on 
earnings is more important.
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This may imply the need to set up more vocational training centers and encourage on-job-
trainings in BEZ areas, while formal schools are needed in the border provinces that host the 
BEZs. Training should put greater emphasis on specific skills rather than on general skills so 
that learners can quickly begin to work. 

As basic education always plays an important role, in the longer run and for a larger scale 
of development, development policies and programs should look at linking basic education and 
vocational training to high-skill enhancement in the BEZ areas.

At the same time, local officials and civil society organizations should run campaigns to 
convince those who are currently working that participating in those training courses will not 
deprive them of the opportunities to increase their income. Rather, they should emphasize that this 
is a prerequisite to moving up from low-paying employment and/or to be able to open a business. 

Improving Working Conditions for Female Labors to Facilitate Investment 
on Human Capital

The quality of working conditions and/or job security needs to be improved. Working illicitly 
or without an employment contract and social insurance in the informal sector makes women 
vulnerable to exploitation, especially when individual employees do not have enough bargaining 
power with their employers. 

A good working environment is one factor that ensures the development of the human 
capital of female labor because it creates a sense of security (i.e., free from the fear of being 
exploited and of losing their job), and a desire to invest in human capital development (e.g., 
education and training) for long-term interests.

In contrast to the formal sector, where intervention from local authorities can be effective in 
improving the quality of working conditions for female labor, the informal sector in BEZs requires 
the active involvement of the local women’s unions and civil society organizations. For example, 
these organizations can (i) propagate, publicize, and monitor the application of labor standards 
in the BEZs; (ii) support the establishment of women’s groups, networks, and clubs of female 
workers and entrepreneurs to promote and protect women’s rights; and (iii) serve as the channel to 
bring the voice of labor to the authorities. 

Ensuring Gender Equality

Gender equity is a big concern in the BEZs. The BEZs may increase labor income but they do so 
to the disadvantage of women. The earnings gap between male and female labor in favor of the 
former is notable but the gap does not exist for those not involved in BEZ economic activities. This 
is also true between provinces that host the BEZs and those that do not. Moreover, the VHLSS 
data show that at the provincial level, male labor benefits more from educational achievement 
and work experience than female labor. Although the BEZ economic activities associated with 
the services sector are currently benefiting female labor, this may be a short-term effect because  
of limited labor absorption capability of the trading sector that currently prevails in the BEZs.

The key policy recommendation focuses on promoting the role of civil society organizations 
in various aspects of the protection of women’s rights. For instance, civil society organizations 
can (i) conduct awareness-raising programs on gender in the workplaces; (ii) conduct awareness-
raising intervention in the communities to encourage women to work outside the home; and 
(iii) prepare people who intend to migrate to the BEZs with basic skills and awareness of their 
rights in different economic and cultural contexts.



78 Journal of Greater Mekong Subregion Development Studies Earnings and Quality of Female Labor in the Border Areas of Viet Nam 79

Policy Implication for Greater Mekong Subregion Cooperation

The BEZs are the propulsive vehicles of cross-border economic integration and important nodes 
in the economic corridors of the GMS. The presence of BEZs in the border areas will encourage 
cross-border trade and investment and at the same time facilitate structural change of the border 
economy. Based on the case of Viet Nam, this study proposes the following recommendations 
to GMS cooperation on increasing female labor quality:

First, create BEZs to generate employment and reduce poverty in the backward border 
areas. To ensure that this employment generation effect can be extended to the neighboring 
countries, the GMS governments should promote freer cross-border movement of labor. The 
latter can be implemented first within the areas of the paired BEZs on either side of the border.

Second, in line with the employment generation impact, the governments and local 
authorities in the border areas should pay greater attention to the quality of female labor in 
the BEZs, rather than focusing merely on earnings. In this regard, the BEZs in particular and 
cross-border integration in general need a mechanism that turns the policy impact from output 
to outcome orientation, or to turn the policy that has been able to increase the number of jobs 
and improve the quantity of labor supply into a policy that will increase the quality of jobs and 
quality of labor supply. 

Third, at the current stage, the informal sector makes a large contribution to employment 
generation in most BEZs. Although the informal sector has the advantage of flexibility, it does 
not have sufficient incentives to encourage the sustainable development of human capital. 
Thus, this study particularly recommends a more active role of the civil society organizations. 
They can cooperate closely with local authorities and the business sector to make a significant 
contribution to

(i) increasing cross-border communication between demand and supply of labor (by 
organizing regular job fairs and creating career orientation centers to introduce the 
opportunities of cross-border employment);

(ii) improving working conditions for female labor abroad (by propagating, publicizing, and 
monitoring the application of labor standards in the BEZs of the neighboring countries, 
and supporting the establishment of women’s groups and networks, especially among 
migrant and seasonal workers); and 

(iii) ensuring gender equality in the BEZs and the border areas (by conducting awareness-
raising programs on gender in the workplaces and in the communities to encourage 
women to work outside the home, to cross the border to seek new job opportunities, and 
to prepare people who intend to migrate to the BEZs outside the country with basic skills 
and an awareness of their rights). 

Local authorities should work closely with civil society to achieve the same aims. The 
government can support civil society organizations by providing them with direct funding for 
campaigns and programs, and providing facilities by implementing public projects (e.g., setting 
up training centers, clinics, and other public venues for group activities).

The GMS governments can look forward to harmonizing their labor regulations and 
establishing a joint mechanism to monitor labor standards. This can be done first in the BEZ 
areas. More importantly, at this nascent stage of cooperation in labor policy and integrated labor 
markets, the national and local governments in the GMS should avoid “beggar-thy-neighbor” 
policy and “race-to-the-bottom” policies to push or pull the labor force.
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