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Abstract
Trade and investment liberalization have contributed substantially to

the improvement of living standards in developing countries, but the pro-
cess also puts severe pressure on natural environments. By examining
the determinants of individual investment policy preferences, we study
the relative balance that citizens want their leaders to strike between eco-
nomic development and environmental protection. We employ a conjoint
experiment, conducted as part of two nationally representative surveys of
Vietnamese citizens’ investment preferences, finding that economic ben-
efits increase public support for investment projects, whereas environ-
mental harm resulting from investment decreases the public appetite for
it. When economic and environmental aspects are considered jointly, our
results point to the existence of an environmental risk threshold. Envi-
ronmental costs beyond that threshold lead citizens to reject investment
projects, even if they generate considerable economic benefits. Our re-
sults therefore challenge the established economic theory that individuals
in low-income countries generally prioritize economic development over
environmental protection.
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“You have to decide whether to catch fish and shrimp, or to build a modern steel
industry (. . . ) you cannot choose both.” - Chou Chun Fan, head of the Hanoi office of
Formosa Steel.

Introduction
Economic integration, most notably through trade and investment liberalization, has proven

a powerful means for developing countries to promote economic development and poverty

alleviation. At the same time, however, the process of economic liberalization has also been

accompanied by increasing pressure on these countries’ natural resources and environment.

Thus, policymakers in developing countries face competing priorities in steering economic poli-

cies. This long-standing trade-off between potential developmental benefits versus environ-

mental quality looms large in policy discourse. In scholarly debates, the economy-environment

trade-off is most prominently modelled by the so-called Environmental Kuznets Curve (EKC),

which depicts the relationship between economic growth and environmental degradation as an

inverted U-shape (Arrow et al. 1995, Cole and Neumayer 2005, Grossman and Krueger 1995,

Panayotou et al. 1993). One key assumption underlying the EKC is that people in developing

countries or regions tend to prioritize material well-being over environmental amenities and

accept pollution as a side effect of economic growth.

Some policymakers have used the EKC framework to promote the idea of a “Grow first,

clean up later” strategy (Dasgupta et al. 2002). Such an adoption of the EKC is also reflected

in a allegedly tongue-in-cheek internal memo by former World Bank Chief Economist Lawrence

Summers, in which he suggested that the World Bank should encourage increased migration

of “dirty industries” to less developed countries. To justify this approach, Summers noted

that demand for environmental quality is characterized by high income elasticity.1 In other

words, growth in environmental awareness responds quickly to changes in individual income,

and is therefore likely to be least pronounced in developing countries.

In this paper, we use unique public opinion data from Vietnam to argue that the conven-

tional view of the trade-off between economic growth and environmental protection provides

an important but limited understanding of the way individuals in developing countries weigh

development and environmental considerations. Examining how the potential environmental

damage of an investment project compared to its potential economic benefits influence indi-

1Cited in Guha and Alier-Martinez (2013). In addition, the Summers memo also notes that
the health costs of pollution will be less severe in developed countries because of cheaper labor.
The memo further suggests that many countries are “under-polluted,” and thus increasing
pollution levels will have minimal effect.
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viduals’ investment policy preferences, we contribute to a more nuanced understanding of how

citizens in emerging markets adjudicate between these conflicting goals.

Understanding citizens’ preferences with regards to the trade-off between economic growth

and environmental protection is especially relevant in an emerging economy like Vietnam. Sim-

ilar to other emerging countries, Vietnam has a highly dynamic economy: Over the 2000s, the

country’s GDP per capita growth rate consistently averaged around six percent (World Bank

2018). In particular, investment plays a significant role in the country’s economic success.

FDI flows account for 6.3 percent of GDP in 2017, among the highest ratios in the world. At

the same time, increased environmental pressure has accompanied the economic transition.

For example, major cities like Hanoi and Ho Chi Minh City consistently suffer from alarm-

ingly high levels of air pollution (Air Quality Index 2018). A recent study attributes 40,000

deaths throughout the country to air pollution in 2013, four times the number of Vietnam’s

globally high number of traffic accidents (Le 2017). Thus, given the significant contribution

of investment to Vietnam’s economic growth, studying the determinants of citizens’ attitudes

toward investment provides us with a better understanding of how citizens make the trade-off

between economic and environmental costs and benefits in emerging markets.

Public opinion on the environment is rapidly gaining traction in Vietnam. This was

most vividly demonstrated in one of the biggest environmental catastrophes in Vietnam. The

disaster began in April 2016 with reports of millions of dead fish washing onto the beaches

of Vietnam’s central coastline, caused by a toxic industrial waste spill from the Taiwanese

company Formosa-Ha Tinh Steel mill. In response to the incident, a Formosa spokesperson

initially indicated that the country had to choose between "fish or steel", 2 implying that

Vietnam could not enjoy economic growth without sacrificing the environment. ’I choose

fish!’ was the immediate response from thousands of people across the country, who took to

the streets to protest, despite the eminent risk of arrest or physical violence by police forces.3

Importantly, the Formosa protests are not isolated incidents; they are part of a growing series

of confrontations between citizens and state authorities over environmental issues. Other

examples include the Tree Movement in 2015 (Doan 2015), the Vinh Tan toxic dump campaign

in 2017 (Pham 2017) and the ongoing ’Save Son Doong’ (Visser 2017) and ’Save Son Tra’

campaigns (Thuc 2017). In sum, these examples demonstrate that environmental issues are

highly salient among the Vietnamese public. With the economy in the midst of a tremendous

2The quote came from Chou Chun Fan, the head of Formosa Ha Tinh Steel’s Hanoi office.
The full quote reads: “You have to decide whether to catch fish and shrimp, or to build a
modern steel industry. Even if you are the prime minister, you cannot choose both.” Cited in
Paddock 2016.

3According to The New York Times, more than 500 people were detained during the
Formosa protests (Paddock 2016).
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liberalization and industrialization process, a critical question is how individuals make the

trade-off between economic growth and protecting the environment. In other words, when

faced with a choice, would the citizens in a developing country like Vietnam “choose fish”?

To study the impact of environmental consequences in individuals’ economic decision-

making, we employed a conjoint survey experiment, which allows for identification of individ-

uals’ multidimensional policy preferences and limits social desirability bias (e.g., Bansak et al.

2017, Bechtel and K. F. Scheve 2013, Hahm et al. (forthcoming), Horiuchi et al. 2018, Spilker

et al. 2016). The conjoint was conducted as part of two nationally representative, face-to-face

surveys of Vietnamese citizens in 2017 and 2018 (N=14,000 in each wave). In the conjoint,

we asked respondents to compare the profiles of two businesses and select which of the two

they would rather see their provincial government grant an investment license. Varying the

economic benefits and the environmental costs of the businesses, allowed us to observe how

individuals’ investor choices were influenced by economic and environmental considerations

as well as particular characteristics of the prospective investor. Using the socio-demographic

information collected as part of the survey, we then tested whether the trade-off between eco-

nomic gains and environmental protection was evaluated differently across different societal

subgroups.

To the best of our knowledge, this is first study to examine how environmental factors

affect individuals’ investment policy preferences. Previous research on mass attitudes toward

investment has examined the effect of socio-economic and psychological factors on individuals’

investment policy preferences, but has ignored the role of environmental considerations.

Anticipating our findings, we illustrate that while economic impact certainly matters for

people’s economic preferences, citizens are not blindly prioritizing economic goals over envi-

ronmental quality. Our results show that respondents’ investor preferences are most strongly

driven by the predicted environmental consequences of the investment. Specifically, the larger

the environmental costs generated by the investment, the less likely respondents were to sup-

port the business’ investment license application. Violations of environmental regulations

that caused damage to 100 households, decrease people’s willingness to support the business’

license application by 28 percent. This shift is over four times the size of the positive increase

in support provided by an analogous increase in employment. When there is a direct trade-off

between economic benefits and environmental protection, citizens display a stronger prefer-

ence for green investments. We find that while individuals are tolerant of some environmental

damage in exchange for jobs or other economic benefits, there is a clear threshold level of

environmental cost that people are willing to accept. Beyond this threshold, citizens reject

any investment project independent of the size of economic benefits. In addition, we find
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that this preference for environmental quality remain consistent across different subgroups in

society.

The paper proceeds as follows. We first briefly review the existing scholarship on the

determinants of individuals’ investment policy preferences. In this literature, scholars have

mainly emphasized the impact of economic factors on policy preference formation. We argue

that in addition to economic factors, environmental aspects also strongly influence the way

citizens evaluate the overall desirability of an investment project. Bringing these two factors

together, we develop predictions about the relative importance of economic and environmental

implications of the investment on individuals’ policy preferences when there is a trade-off

between the two. In the following section, we present our data and empirical strategy to

test our hypotheses. We then report our results. We conclude by discussing potential policy

implications of our findings and avenues for further research.

Individuals’ Preferences Toward Foreign Invest-

ment
Trade and investment are important pillars of economic liberalization. However, while myriad

studies exist that examine the determinants of individuals’ trade policy preferences, research

on citizens’ investment policy preferences is limited. The bulk of existing work employs

standard economic models of international trade to identify winners and losers from global

integration and then extrapolates predictions about individuals’ trade policy preferences from

these distributional effects (e.g., Mayda and Rodrik 2005, O’Rourke et al. 2001, Rho and

Tomz 2017, Scheve and Slaughter 2001).4

Although these theories of trade preference formation are not logically limited to trade,

there are important nuances in how individuals view trade and foreign investment, respec-

tively. For instance, while the implications of free trade are much broader and therefore more

difficult to grasp, the specific benefits and losses of an investment project are typically more

visible to citizens. In addition to the economic outcomes, individuals can also use more spe-

cific information about the investment, such as the investor’s country of origin, its sector,

4A number of studies also find that social-cultural factors such as nationalism, ethno-
centrism, cosmopolitanism, social trust, inequality aversion, cultural dislocation, etc. play
an important role in explaining variation in public opinion about international trade (Hain-
mueller and Hiscox 2006, Kaltenthaler and Miller 2013, Lü et al. 2012, Mansfield and Mutz
2009, Margalit 2012, Mutz and Kim 2017, Nguyen and Bernauer 2018, Nguyen 2017, Spilker
et al. 2012). Hahm et al. (forthcoming) study the impact of specific institutional design
characteristics on individuals’ trade policy preferences.
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past economic history, etc. to form conclusions about the overall effect of the investment

project. Finally, while most studies on mass attitudes toward trade are concerned with trade

in manufactured goods; foreign investment includes a vast range of additional market activ-

ities, such as services, extraction of natural resources, and major infrastructure construction

(Pandya 2016). Foreign investment projects, therefore, have far-reaching implications on the

host country’s economy, society, and natural environment. Nevertheless, the existing schol-

arship has predominantly focused on studying how the economic benefits of the investment

and specific features of the investor influence individuals’ investment policy preferences. We

extend existing explanations of mass attitudes toward foreign investment by arguing that cit-

izens’ investment policy preferences are also largely affected by the potential environmental

consequences of the investment.

Economic Impact

Building off the predictions of international trade theories, a few studies have focused on

testing the influence of the hypothesized effects of foreign investment on the local labor market

on mass attitudes toward foreign investment. At the core of these economic models is the idea

that individuals who gain from the investment will be supportive of the investment project,

while people who are hurt by the investment proposal will oppose it. For example, using survey

data from 18 Latin American countries, Pandya (2010) finds evidence for the economic models.

The author shows that higher-skilled individuals who are expected to gain from foreign direct

investment (FDI) inflows display more favorable attitudes toward FDI (see also Pinto 2013,

Pinto and Pinto 2008). Similarly, based on a cross-national sample of 32 countries, Kaya and

Walker (2012) find support for the assumption that FDI preferences are largely driven by

individuals’ labor market calculations. Specifically, the study results indicate that individuals

with higher educational attainment and private sector employees are more optimistic about the

impact of multinational enterprises (MNEs) on local businesses. In their study of FDI attitudes

among British workers, Scheve and Slaughter (2006) find empirical support for another labor-

market effect on individuals’ investment policy preferences: elasticity of labor demand. Even

after controlling for income, education and union membership, they find that individuals

working in industries with high FDI activity report higher job insecurity (see also Beesley

2013).

More recent studies have begun to assess how perceived labor market effects on the coun-

try’s local economy affect individuals’ FDI support. For instance, Jensen and Lindstädt (2013)

demonstrate that respondents are more supportive of foreign investment when it is explicitly
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linked to job creation. In a related study of Chinese citizens’ FDI preferences, Li and Zeng

(2017) provide evidence for the argument that investments with larger economic gains garner

more public support. In particular, the authors find that large investments, measured by eco-

nomic volume and investment size, that create more local jobs are more likely to be endorsed

by citizens.

Another group of scholars have examined the effects of FDI on domestic politics. For ex-

ample, investigating the consequences of FDI on electoral accountability Hellwig and Samuels

(2008) find that economic openness including investment liberalization decreases voter re-

sponsibility attribution. Using data from mayoral elections in Brazil, Owen (2018) shows that

inward FDI increases the reelection chances of incumbents, because it increases net welfare of

voters in the local host economy.

In sum, these studies suggest that individuals evaluate investment proposals in terms of

their potential benefits for the domestic economy, most prominently domestic job creation.

Ceteris parisbu, the greater the economic gains associated with the investment, the more

likely are citizens to support the investment (Hypothesis 1). In our conjoint experiment, we

consider additional potential economic benefits of the investment on the local area as a whole,

including tax revenues and income from local sourcing.

Environmental Impact

As noted above, FDI flows facilitate a wide range of market activities that have socioeco-

nomic, cultural and also environmental implications for the host country. Despite the large

body of scholarship investigating the relationship between FDI and the environment (for a

review, see Cole et al. 2017), there is a paucity of research on the impact of environmental

considerations on mass attitudes toward FDI. Even in the richer literature on individual trade

policy preferences, very few studies have examined the impact of environmental aspects on

public opinion. For example, studying Swiss voters’ preferences, Bechtel et al. (2012) detect

a negative relationship between citizens’ green preferences and their support for trade liber-

alization. In contrast, using survey data from Vietnam, Bernauer and Nguyen (2015) find

respondents’ reported concern for the environment and individuals’ support for trade liber-

alization to be positively correlated. In their conjoint analysis of the factors that determine

individuals’ evaluation of potential trade partner countries, Spilker et al. (2016) demonstrate

that individuals prefer to enter into preferential trade agreements with countries that have

strong environmental standards. In sum, while these studies suggest that environmental con-

siderations play some role in citizens’ economic decision-making, they do not tell us to what
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extent the specific environmental implications of the trade agreement or, in our case, the more

visible investment project, affect individual’s preferences.

Although there is hitherto no conclusive evidence on the environmental impact of FDI,

we argue that the strong salience of environmental problems in today’s developing countries

prompt citizens in these countries to be highly sensitive to its environmental consequences.

As Stern (2008) notes, the damage caused by pollution and climate change are more obvi-

ous today than they were four decades ago, when they were seen as more speculative and

debatable. This visibility of environmental problems has also been increased by innovations

in communications technology, which allow for the more rapid spread of information about

environmental disasters. As noted above, issue salience of environmental challenges is very

high and widespread in Vietnam. Thus, we hypothesize that this salience is influential for

citizens’ investment policy preferences: On average, the greater the environmental costs asso-

ciated with the investment, the less likely are citizens to support the investment (Hypothesis

2). Specifically, we examine the effect of the waste generated by the investment, the investing

business’ environmental certification commitments, and its compliance with environmental

regulations in the past.

The Economy-Environment Trade-off

It follows from the previous sections that, individually, both economic and environmental

factors have an effect on individuals’ investment policy preferences. Economic benefits in-

crease public support for an investment. Conversely, environmental harm associated with

the investment decreases public support. What is the relative importance of economic and

environmental factors on individual investment policy preferences when the two factors are

considered jointly? In other words, which factor has a stronger impact on citizens’ investment

policy preference when there is a trade-off between economic benefits and environmental qual-

ity?

One camp of scholars argue that economic considerations are likely to trump environmen-

tal concerns. Specifically, they postulate that when compared to economic benefits, environ-

mental considerations will have less influence on people’s policy preferences than economic

factors. As Inglehart puts it: “the crunch comes when a difficult choice is needed between

roads or trees, dams or endangered species, to burn fossil fuels that may lead to global warm-

ing or to remain nonindustrialized” (Inglehart 1995: 59). When such choices must be made,

Inglehart argues, environmental protection becomes a political choice.

These arguments are undergirded by philosophical arguments of the hierarchy of human
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needs and values, which assumes that economic security is a basic need that individuals

naturally strive to satisfy first (Maslow 1943). Only once basic material needs, such as access

to enough food, clean water and shelter, are satisfied, individuals can begin focusing on higher-

level, quality-of-life issues such as environmental protection. Other scholars argue that the

inverse relationship between green preferences and economic insecurity follows from the fact

that individuals have a “finite pool of worry” (Weber 2010). Consequently, economic and

material concerns dominate other social and environmental policy concerns (Mildenberger

and Leiserowitz 2017).

Empirically, a growing number of survey experiments provide indirect evidence linking

economic and environmental preferences, showing that public commitment to environmental

policy reforms is cost-sensitive. For example, Ansolabehere and Konisky (2014) illustrate

that citizens’ support for renewable energy policies decreases when emphasizing the costs

of the policy reform (see also Aklin and Urpelainen 2013 and Aldy et al. 2012). Similarly,

Bechtel and Scheve (2013) indicate that citizens’ willingness to support international envi-

ronmental programs depend on the costs associated with the implementation of such policy

efforts. Accordingly, we can hypothesize that when confronted with a trade-off between eco-

nomic and environmental benefits in considering investment projects, on average, individuals’

investment policy preferences are more strongly influenced by economic than environmental

considerations (Hypothesis 3a).

Alternatively, individuals may prioritize environmental quality over economic benefits.

Guha and Martinez-Alier (2013) posit that public environmental concerns have a materialist

dimension, regarding physical and economic welfare, and a non-materialist dimension, con-

cerning individuals’ desire to protect the natural environment for aesthetic reasons. While

the aesthetic motivation is prevalent in high-income, developed countries, we argue that in

a lower middle-income country like Vietnam, the majority of citizens adopt concern for the

environment for materialistic reasons. This puts environmental quality and protection at least

on par with other basic material goals.

First, a number of studies show that climate change has direct consequences on the eco-

nomic livelihoods of individuals, and especially of those in low-income countries. For example,

Dell et al. (2012) find that higher temperatures significantly reduce economic growth in low-

income countries. Similarly, Burke et al. (2015) provide empirical evidence that a rise in

temperature would be particularly harmful for low-income countries. Their study results

demonstrate that productivity peaks at about 13 degrees Celsius (55 Fahrenheit), but drasti-

cally declines at higher temperatures which are typically concentrated in developing countries

of the Global South. In these economies, the adverse effect is long-lasting and operates
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through several channels: lower agricultural output, depressed labor productivity in sectors

more exposed to the weather, reduced capital accumulation, and poorer human health. Taken

together, these findings indicate that rising temperatures would have vastly unequal macroe-

conomic effects across the world, with the brunt of adverse consequences borne by those who

can least afford it. Within low-income countries, the poor would likely be the most heavily

affected by climate change (Hallegatte and Rozenberg 2017).

In Southeast Asia, average temperatures have risen every decade since 1960 (Prakash

2018). According to a study by the Asian Development Bank (ADB) and the Postdam In-

stitute for Climate Impact Research, the region could shift to a new climate regime in the

coming years, when the coolest summer months are warmer than the hottest summer months

in the period from 1951 to 1980 (Asian Development Bank 2017). Just this year, record

temperatures of 43 degrees Celsius (110 Fahrenheit) were recorded in Vietnam in April which

typically observes temperatures around 26 degrees Celsius (80s Fahrenheit). Experts predict

that the situation will continue to worsen taking a toll especially on the poor (Cappucci 2019).

Similarly, the World Bank counts Vietnam among five countries most likely to be affected by

global warming in the future. In a 2015 report, the ADB estimates Southeast Asia could

suffer bigger losses than most regions in the world. Unchecked, climate change could shave

11 percent off the region’s GDP by the end of the century (Asian Development Bank 2015).

The rise in temperature will have detrimental effects on key sectors such as agriculture. For

instance, it is estimated that in the absence of technical breakthrough, rice yields in Indonesia,

the Philippines, Thailand, and Vietnam could drop by as much as 50 percent by 2100 from

1990 levels (Prakash 2018). In Vietnam, the rice industry was under serious threat in the wake

of the 2010 drought. Rice exports fell 24.9 percent from the previous year to an estimated

781,000 tonnes, and revenues also dropped 6.8 percent to 437 million USD (Ho 2010).

Sectoral shifts in the drivers of economic growth are also contributing to changing pref-

erences regarding the environment (Rodrik 2016). Many developing countries are replacing

manufacturing income with income from services, which accounts for 7.6 trillion USD or 10.2

percent of global GDP, produces 292 million jobs, and has grown at 4.4 percent per year since

2012 (WTTC 2017, p. i). A particular source of growth has been tourism. Even in Vietnam,

which remains one of the world’s manufacturing powerhouses, tourism accounts for 18.4 billion

USD (9.1 percent of GDP) and 4 million jobs (7.3 percent of total employment) (WTTC 2017,

p. 1). Pollution, of course, directly damages incomes from service jobs in the tourism sector

by injuring natural landmarks and increasing the discomfort and inconveniences of travel.

Second, direct exposure to environmental disasters and the widespread coverage of these

incidents through improved communication technology and real-time information sharing on
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social media platforms further add to the salience of environmental issues. In particular,

the extensive media coverage of environmental disasters, such as the Formosa spill, have also

heightened citizens’ attention to a potential linkage between increased economic activity and

environmental degradation. The protests around the Formosa fish kill were also largely an

expression of citizens’ impression that the government was selling out the country’s natural

resources to foreign investors (Peel 2016).

Thus, given its direct effect on individuals’ economic welfare and health we argue that

environmental quality is not perceived as a luxury good associated with economic affluence

by individuals in less affluent societies. More specifically, the fundamental threat to human

welfare and the widespread perception about a potential negative relationship between eco-

nomic growth and environmental protection means that citizens in developing countries fear

environmental degradation more than they value the material benefits of new investments.

Accordingly, we can hypothesize that when confronted with a trade-off between economic

and environmental benefits in considering investment projects, on average, individuals’ in-

vestment policy preferences are more strongly influenced by environmental than economic

considerations (Hypothesis 3b). Table 1 summarizes our hypotheses.

Research Design
To test our hypotheses, we rely on a large governance survey completed between May and

August in 2017 and 2018. The Vietnam Provincial Governance and Public Administration
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Performance Index (PAPI) survey, conducted annually since 2011 by the United Nations

Development Programme (UNDP), measures perceived governance quality in Vietnam’s 63

provinces. Because the goal is to generate a representative sample at the provincial level, the

PAPI surveys a large number of respondents in each province. The survey is conducted on

tablets through face-to-face interviews.5 Importantly, for the purposes of this study, where

interviewer effects could be a concern, the interviewers are trained and managed by the Center

for Community Support Development Studies (CECODES), UNDP’s local NGO partner, and

are conducted in the absence of a government official.

Respondents are selected from all 63 provinces. Below the provincial level, sampling

is clustered at the district, commune, and village levels using probability proportion-to-size

selection (PPS) procedures to select the units. At the village-level, stratified random sampling

is used to select individual respondents. Between May and August in 2018, as part of the 2018

PAPI survey, we implemented the same conjoint experiment with some slight modifications,

which we discuss below. Repeating the study in 2018 provided two benefits. First, we could

ensure that our results were consistent over time and not the artifact of a particular time period

or survey instrument. Second, we were able to alter the question slightly to introduce different

types of economic benefits that might be more appealing to a diverse set of respondents.

Conjoint Experiment

To validate the relative importance of each of the hypothesized factors on individuals’ invest-

ment policy preferences, we used a conjoint framework. In the conjoint, respondents were

presented with the profiles of two investors who are applying for an investment license in

their local area. The investor profiles varied along different dimensions, which align with

our alternative hypotheses and which we describe in detail below. After comparing the in-

vestors, respondents were asked to report which investor they would rather see being granted

an investment license.

A key theoretical and empirical challenge for political scientists and policymakers is to

understand and identify citizens’ multidimensional preferences behind a single policy choice.

Specifically, in our context, when a respondent selects one investor over another, what are the

dimensions of the investment project that are important to that single choice? We believe

that the conjoint framework is a helpful tool to tease out this underlying multidimensionality

of individuals’ policy preferences (Horiuchi et al. 2018). In addition, the conjoint can help

5The response rates in 2017 and 2018 were 83 and 87 percent, respectively. For more
detail on the survey methodology, visit http://papi.org.vn/eng/.
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us address concerns about social desirability bias in standard surveys, because it provides

shielding for respondents (Hainmueller et al. 2014: 27, Coutts and Jann 2011). Instead of

simply asking whether respondents think that environmental protection should be prioritized

over economic growth; in the conjoint, respondents can make a choice (i.e., select an investor)

without having to reveal their motivation behind their choice.

In addition to analyzing the marginal effect of the economic and environmental conse-

quences of the investment proposal on respondents’ investor policy preferences, we also control

for the impact of specific investor characteristics. A number of studies have found specific

features of the investor to influence individuals’ attitudes toward the investment. Specifically,

we control for the national origin of the investor, the ownership structure of the investment

and sector. For instance, Chilton et al. (2017) find that while there are significant differences

in citizens’ level of support for investment from specific countries, citizens consistently prefer

domestic investors over foreign investors (see also Li and Zeng 2017, Frye and Pinto 2009).

Additionally, some studies have identified an effect of the ownership structure of the in-

vestment on individuals’ investment preferences. In the US context, previous research suggests

that foreign investments from state-owned enterprises (SOEs) are believed to have negative

implications for the host country’s economy and national security and are, therefore, viewed in

a negative light (Chilton et al. 2017: 9).6 In Vietnam’s centrally-planned economy, however,

SOE employees earn higher wages than workers employed in many low-skilled services sectors

(Coxhead and Phan 2013). In addition, despite the widespread complaint that SOEs place a

heavy burden on the country’s budget due to inefficiency and malfeasance in SOE manage-

ment, domestic SOEs are still widely associated with economic stability, as the government

uses state investment to compensate poorer regions and address economic shocks (Malesky

et al. 2011, Malesky and Taussig 2009). Consequently, it is not clear what the net effect of an

SOE ownership structure on citizens’ investor attitudes might be.

A study by Tingley et al. (2015) documents that the target industry also matters for

investment perceptions. The authors find that US citizens are more likely to oppose Chinese

FDI inflows in security-sensitive industries, economically distressed industries, and industries

that are highly protected by the Chinese government. To examine the role of sector, we

select one representative industry for the primary, secondary and tertiary sector, and expect

that individuals prefer investments from sectors that generate the highest wage prospects.

Table 2 summarizes our hypotheses with specific predictions for each of the economic and

environmental indicators from our conjoint experiment.

6An alternative explanation could be that state-owned enterprises are associated with a
centrally planned economy, which is generally viewed with skepticism among US citizens.
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The design of our conjoint is displayed in Table 3. We randomized nine features of a

prospective investment into the respondent’s locality. We included two additional economic

benefits to the local economy (local sourcing and tax revenues), and one environmental at-

tribute (waste generation) in the 2018 conjoint. With the inclusion of these attributes we

ensure that we have an equal number of three environmental and three economic attributes

in the description of the businesses. More importantly, in the 2017 conjoint experiment, we

were restricted to pitting past environmental violations against future job generation. Conse-

quently, the effect of job creation may have been dampened due to the uncertainty over the

manifestation of the eventual economic benefit. However, with the inclusion of uncertainty

regarding future environmental costs, as reflected in the waste generation attribute, we can

alleviate such concerns. In addition, focusing on only job creation tends to underplay the

economic benefits of an investment for respondents who already have secure employment. By

adding local sourcing, we tap into the spillover possibilities of new investment. Through the

addition of revenue creation, we allow respondents to think about redistribution in the form

of public services.

Each of our conjoint attributes has three levels. In selecting the attribute levels we took

several steps to ensure that the levels reflect a realistic description of investment projects

in Vietnam without placing too much cognitive burden on respondents. First, we carefully
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selected the attribute levels in close consultation with Viet Nam Fatherland Front (VFF),

an umbrella group of mass organizations responsible for the implementation of the majority

of the government’s social programs. Second, we opted for describing the economic benefits

and some of the environmental costs associated with the investment in absolute numbers

rather than using percentages. Previous PAPI surveys demonstrated that absolute numbers

are usually easier for individuals to grasp. In addition, we chose the economic scales in such

a way that they align with the income dimensions reported in the PAPI survey. Finally,

while the numbers we selected may sound bizarrely large (i.e. "funny money") in the US or

European context, in Vietnam, thinking in terms of billions of Vietnamese Dong (VND; e.g.,

2 billion VND = 87,000 USD), especially when people think about investments, is a common

procedure to which all Vietnamese are highly accustomed. Indeed, newspapers and television

often discuss investment in these denominations. Yet, we are aware that such an approach

may introduce differential treatment effects, depending on the respondent’s local context. For

example, 2 billion VND in tax income may be perceived differently by a respondent from

a financially disadvantaged province than a respondent from a more prosperous province.

However, as shown below, when comparing the effects of the attribute levels across different

provinces, we do not find heterogeneous effects, indicating that this bias was minimal. All

attribute levels were fully randomized to generate a description of an investor. For example:

Business A is a private investor from a developing country that plans to operate in
electronics. It will employ 1,000 local workers, contribute 20 billion VND to the provincial
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budget in taxes, and purchase 200 billion VND in goods and services from local companies.
The firm has caused damage to 100 households. It will generate an annual waste amount
as much of that generated by 300 households. The firm is applying for a green certifi-
cate.

After being presented with the profiles of two investors, respondents were asked: “Which

of these businesses would you most like to see your province grant approval to commence their

investment project?” The order in which the conjoint attributes were presented remained un-

changed across all respondents and reflects how investment projects are typically discussed in

Vietnamese media. In our opinion, providing respondents with information about the environ-

mental impact of the investment first would prime respondents to think about environmental

issues more generally rather than about environmental implications related to the investment

at hand.

Estimation Strategy

In terms of estimation strategy, because each feature of the investor was randomized, we can

obtain non-parametric estimators through linear regression, where we regress the selection

Yi,j of the firm j by respondent i on its characteristics.7 The model is as follows:

yi,j = β1 ∗ (EconomicImpact)i,j + β2 ∗ (EnvironmentalImpact)i,j + β3 ∗Xi,j + εi,j

The key independent variables are the conjoint attributes describing the economic and

the environmental impact of the prospective investment. X is a matrix of the randomized

investor features shown in Table 2. We thus interpret the Average Marginal Component

Effects (AMCE) based on the OLS coefficients for each of the variables as the impact of

that investor trait relative to the other characteristics in the likelihood of investor selection.

Following the conventions in the literature, we cluster standard errors at the respondent level.

In the following section, we will mainly focus on presenting and discussing the results from

our 2018 conjoint experiment. As we demonstrate below, however, the results are highly

consistent across the two survey waves.

7Results are robust to probit analysis, but a linear probability model is more suitable for
analysis of the conditional effects between income and environmental history that we probe
below. For consistency, we use linear probability throughout.
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Results
Figures 1a and 1b present our estimates of the influence of each of the conjoint attributes on

respondents’ willingness to grant an investment license to the applying business.8 The graphs

plot the estimated effect of a given value for each investment attribute on the probability of

granting an investment license. The interpretation of each estimate is relative to the reference

category for that dimension. Figure 1a plots the results from the analysis of the 2018 conjoint

data. Figure 1b presents the results from the 2017 conjoint. One of the main reasons why

we reran the experiment in 2018 was to address the concern that the 2017 survey might

have been contaminated by the Formosa scandal. Nevertheless, we find that the results are

highly consistent across the two survey waves. In other words, the economic, environmental

and investor-specific characterizations of the prospective investor have similar effects on the

investment preferences of Vietnamese citizens in both years. This consistency over time is

also important, because it demonstrates the reliability of our survey instrument. Our results

are not an artifact of a single draw from the underlying population of Vietnamese citizens.

Even with a slightly changed question and totally different random sample, our conclusions

are substantively similar.

Economic Impact

To test Hypotheses 1 and 2, we examine the relative AMCEs of the economic and environ-

mental attributes. Consistent with the predictions from the economic models, we find that

economic considerations, such as job creation and tax contribution, have a significant effect

on respondents’ evaluation of the investment project.9 The greater the economic benefits

that can be expected from the investment, the more likely are people to endorse the business’

investment license application. Specifically, an investment that creates 10,000 jobs is almost

4.6 percent (2017) and 6.4 percent (2018) more likely to receive support than an investment

that promises to create 100 jobs. Similarly, the results from the 2018 conjoint indicate that

prospective tax contributions from the investment also have a positive effect on individuals’

support for the investment. An investment that is likely to generate 200 billion VND is 4.8

8Regression tables of the AMCEs contained in the figures can be found in the Appendix,
Table A1.

9The results from the 2017 conjoint (Figure 1b) indicated that investors that were able to
secure tax incentives are perceived as more attractive than investors who do not have prefer-
ential treatment. This finding suggests that citizens view investments that receive preferential
treatment by the host government as strategically important investments, which is consistent
with the literature on tax incentives (Li and Zeng 2017, Taylor 2000). However, to avoid
overburdening respondents cognitively, we decided to omit the tax incentive dimension in the
2018 experiment.
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percent more likely to be selected for an investor license than a business that generates 2

billion VND in tax income for the respondent’s local area. However, there are no statistically

significant differences between each level of economic benefit. In other words, beyond a certain

level of economic gains, additional benefits resulting from the investment do not significantly

attract more public support. For example, 10,000 new jobs is not significantly more attrac-

tive to respondents than 1,000 jobs. Generally, however, the results appear to lend empirical

support to Hypothesis 1.

Environmental Impact

Consistent with H2, the results show that in addition to economic factors, environmental

considerations have a very strong effect on people’s evaluation of the attractiveness of an

investor. Asked what type of investor respondents would rather see granted an investment

license, respondent preferences are strongly driven by the investor’s environmental record.

In particular, if the business has had a history of violating environmental regulations, this

significantly decreases the respondent’s willingness to grant a license. For example, violations

of environmental regulations that caused damage to 100 households, decrease people’s will-

ingness to support the business’ license application by 23.5 percent (2017) and 27.9 percent

(2018). Environmental offences that created greater damage further reduces the respondents’

support for granting an investment license. Specifically, compared to a business that has not

committed any environmental offences, a business that has been previously cited for environ-

mental violations that caused damage to 1,000 households, has a whopping 28 percent (2017)

and 33.2 percent (2018) decreased probability of selection. In the 2018 conjoint, we further

observe that citizens’ attitude toward prospective investors are also largely affected by the

amount of waste the investment is likely to generate. Heavy polluters that generate waste

comparable to 1,000 households over the year are 8.4 percent less likely to receive support for

their license application than their less polluting counterparts.
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Figure 1a: Effects of Investor Attributes on Citizens’ Willingness to Support
Investment License Applications (2018 Wave)

Note: The dots represent the estimates of the effect of randomly assigned investor
characteristics on the probability of endorsing a business in its application for an
investment license. The bars indicate 95 percent confidence intervals. Points without
bars indicate the reference category for a given dimension.

At the same time, if the prospective investor is making an effort to apply environmentally

friendly standards in its operations, this significantly increases individuals’ willingness to grant

the firm an investment license. Surprisingly, the mere intention to apply for a green certificate,
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Figure 1b: Effects of Investor Attributes on Citizens’ Willingness to Support
Investment License Applications (2017 Wave)

Note: The dots represent the estimates of the effect of randomly assigned investor
characteristics on the probability of endorsing a business in its application for an
investment license. The bars indicate 95 percent confidence intervals. Points without
bars indicate the reference category for a given dimension.

which implies that the prospective firm will employ operations that reduce environmental

pressure, increases respondents’ support for the firm’s application for an investment license

by 12.1 percent (2017) and 16.8 percent (2018) over no application. An ongoing commitment
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to apply procedures that minimize environmental damage in its operations also significantly

increases people’s willingness to grant the business an investment license. Compared to a

business that does not follow any such certified procedures in its production, a business that

possesses a green certificate enjoys a 17.1 percent (2017) and 19.3 percent (2018) higher

probability of being preferred by respondents. The green certificate result is critical, because,

unlike the other environmental criteria, it does not overtly prime damage in the minds of the

respondents. Its sizable results make us confident that the effects are due to true environmental

preferences rather than immediate fear.

It is also important to notice that unlike the economic attributes, citizens’ preference

for businesses decreases as the prospective level of environmental damage increases. With

all three measures, the highest feature of environmental damage is always significantly larger

than the medium value. We return to this feature of environmental attributes below, when

we estimate the effects of trade-offs.

Consistent with earlier analyses, we also find that investor features matter for individuals’

investment policy preferences. Respondents show a strong preference for domestic investors.

Our results indicate that while foreign investors from developed countries are slightly preferred

over investors from developing countries, the difference between FDI from a developed or a de-

veloping country does not reach statistical significance. Furthermore, we find that investments

from a state-owned enterprise (SOE) are judged more favorably than a private business.10 Fi-

nally, relative to investments from the manufacturing and services sector, respondents have

the least favorable attitudes toward investments from the primary sector (mining).

In short, we find that factors concerning the economic output of the prospective investment

and important characteristics of the investing business do indeed play important roles in

shaping citizens’ investor preferences. This is consistent with previous findings. However, in

line with our theoretical predictions, the results from our conjoint experiment demonstrate a

significant and extremely large effect of the environmental impact of the investment that has

been insufficiently accounted for in existing research on public opinion on FDI.

The Economy-Environment Trade-Off

Hypotheses 3a and 3b are concerned with the question whether individuals are willing to

trade-off environmental damage when the economic rewards from the investment are high.

To this end, we probe the influence of the environmental factors on mass attitudes toward

10However, the effect of SOEs varies spatially in Vietnam. In southern Vietnam, particu-
larly in provinces bordering Ho Chi Minh City, SOEs have a significant negative effect.
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investment across different levels of economic benefits. This addresses the question of whether

investors that generate harmful environmental effects can offset public opposition to their

investment plans through larger economic benefits. If there was such an offsetting effect of

economic benefits, we would observe that at higher levels of economic gains, the effect of the

environmental factors significantly decreases.

To detect heterogeneous treatment effects in the conjoint framework, researchers typically

compare conditional AMCEs that are calculated separately for subgroups of respondents. As

Leeper et al. (forthcoming) demonstrate, however, such an approach is highly sensitive to

the choice of the reference category and can lead to inferential error (see also Clayton et al.

(forthcoming)). To avoid this problem, we follow Leeper et al. (forthcoming)’s suggestion

and estimate marginal means for all features of the investment project conditional on the

different levels of economic benefits accrued from the investment. The results are plotted in

Figure 2. Because levels of features are randomly assigned, pairwise differences between two

marginal means for a given feature (in this case, between different numbers of jobs created by

the investment proposal) have a direct causal interpretation. Given our forced-choice design

with two alternatives, we can directly interpret the estimated marginal means as probabilities.

We are primarily interested in the marginal means for the environmental attributes con-

ditional on the number of jobs generated by the investment. Marginal means for the full set

of attributes are shown in Figure A1 of the Appendix. Consistent with H1, we find that when

the environmental impact of the investment is low (low waste, no damage to households, green

certificate in use) all three levels of job creation increase respondents’ favorability toward the

investment. However, at medium and high levels of environmental costs incurred by the in-

vestment, preferences for the investment differ depending on the number of jobs created. For

example, when the investment generates waste equivalent to the amount of waste generated

by 300 households (the middle level), investments that create 1,000 (middle level) and 10,000

jobs (high level), respectively, increase respondents’ favorability toward the investment. In

contrast, when the investor only creates 100 jobs (the lowest level), waste generation at the

level of 300 households decreases respondents’ support for the investment. At the highest

level of waste generation (=1,000 households), we find that the number of jobs created by the

investment still has only a slight offsetting effect. Specifically, only when the investment gen-

erates 10,000 jobs, does high waste generation not significantly reduce respondents’ support

for the investment.

When it comes to investors’ history of environmental performance, we find that damages

to 100 households and damages to 1,000 households both significantly reduce respondents’

likelihood of selecting the investor for a business license. However, respondents evaluate in-
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Figure 2: The Trade-Off between Economic and Environmental Attributes (By
Amounts of Job Created in the Investment Project)

Note: The dots represent the conditional marginal means. In this particular analysis
they depict the effect of randomly assigned investor characteristics on the probability of
endorsing a business in its application for an investor license across low (100), medium
(1,000) and high (10,000) number of jobs created by the investment. The bars indicate
95 percent confidence intervals.

vestments which have caused some environmental damage but create more jobs, less negatively

than investments that create fewer employment opportunities. Similarly, business that do not

have their operations certified, but are only in the process of applying for a green certificate
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are still likely to be selected if they create 1,000 and 10,000 jobs, respectively. When they only

create 100 jobs, however, this significantly decreases their attractiveness. Finally, the lack of

a green certificate reduces the support for the business’ license application independent of the

number of jobs generated by the investment.

Importantly, these results suggest that investors can neutralize the environmental costs

with the economic benefits they generate through their investments to some degree. However,

there is a clear limit to this strategy: The greater the environmental consequences, the less

likely citizens are to willingly trade-off environmental quality for economic gains.

We also perform a formal test of the differences between subgroup preferences using nested

model comparison of two equations.11 The result of the omnibus F-test is: F(32)=2.296,

p<0.001 which confirms the earlier results.12 We run the same analysis for the other eco-

nomic attributes and find similar results when we condition by the tax income attribute. We

observe a similar offsetting effect across the different income amounts generated through the

procurement of local goods and services by the prospective investor. However, the results

from the omnibus F-test show that, overall, there are no statistically significant differences

across the different levels of local sourcing. The results are presented in Figures A2 and A3

in the Appendix.

To further illustrate the way respondents weigh the economic benefits against the environ-

mental costs of the investment, we compare the difference in marginal means of various levels

of economic benefits across different levels of environmental costs. Consistent with the results

from the previous analyses, we find that there is a clear penalty for businesses that generate

negative environmental outcomes. More importantly, though, the results demonstrate that

at low levels of environmental costs, there is considerable opportunity for businesses to offset

negative environmental outcomes with enhanced local economic benefits.13 For example, for

job creation, we find that a business that generates 100 jobs, but has caused environmental

11In one equation we estimate the effects of the attributes. In the second equation we
estimate the same model with additional interactions between the subgrouping covariate (job
creation) and all features:
(1)yi,j = β1 ∗ (Economicattributes)i,j + β2 ∗ (Environmentalattributes)i,j + β3 ∗
(Investorfeatures)i,j + εi,j

(2)yi,j = β1 ∗ (Economicattributes)i,j + β2 ∗ (Economicattributes ∗ Jobs)i,j +
β3 ∗ (Environmentalattributes)i,j + β4 ∗ (Environmentalattributes ∗ Jobs)i,j + β5 ∗
(Investorfeatures)i,j + β6 ∗ (Investorfeatures ∗ Jobs)i,j + εi,j .

12We compute and F-Test comparing the models as follows:

F =
between− group− variability

within− group− variability
.

13We report the AMCEs, the marginal means and the difference in marginal means of the
different levels of economic benefits at different levels of environmental costs in Tables A3 and
A2 of the appendix.
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damage to 100 households in the past, enjoys a significantly lower favorability (39.8 percent)

than a business with the same environmental history, but which generates 1,000 jobs (44.3

percent). However, a business that generates 100 jobs, but has caused environmental damage

to 1,000 households, is selected almost just as often (37.7 percent) as a business that gen-

erates 1,000 jobs, but has caused a 1,000 households worth of damage (37.5 percent). This

implies that there is a clear threshold above which citizens are unwilling to look past potential

environmental degradation.

Similarly, a business that employs 1,000 workers, but also generates waste equivalent to

the amount generated by 300 households is selected 51.8 percent of the time - four percentage

points more often than a business that only employs 100 workers. However, the difference

in favorability between the two business disappears as soon as the amount of waste gener-

ated by the businesses increases to the amount equivalent to the amount generated by 1,000

households.

These findings lend empirical support for Hypothesis 3b with some important nuances.

When considering the overall value of an investment, citizens appear to carefully weigh both

the economic and environmental aspects of the investor profile. The results suggest that, on

the one hand, citizens are willing to accept some environmental costs in exchange for economic

growth. On the other hand, however, there is a threshold level of environmental impact that

people are willing to accept. Beyond that threshold, individuals have a clear preference for

environmental quality and are willing to forego the economic benefits of the investment.

The Economy-Environment Trade-off Across Subgroups

The degree to which individuals prioritize environmental over economic benefits when faced

with a trade-off between these goods may also depend on respondents’ socioeconomic charac-

teristics or the specific macroeconomic and environmental conditions of their local area. To

examine such heterogeneous treatment effects, we estimate marginal means for the environ-

mental attributes conditional on the different levels of economic benefits and respondent and

province characteristics, respectively.

First, we consider important respondent characteristics that can influence the way indi-

viduals evaluate the economy-environment trade-off. Existing studies show that within coun-

tries there is significant variation in people’s level of environmental concern, which is driven

by various demographic and structural considerations. Previous research on public environ-

mental concern suggests that variation in environmental awareness and apprehension can be
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explained by self-interest, as well as value- and knowledge-based factors.14 Self-interest based

explanations posit that when people are poor, they simply cannot afford to care about the

environment, because all of their efforts are spent on satisfying their basic needs such as food,

shelter, physical security, etc. (Inglehart 1995, Maslow 1943, Liere and Dunlap 1980). Thus,

we should expect the environmental attributes to have a stronger impact on the investment

preferences of high-income individuals than on the preferences of low-income respondents.

In value-based explanations, gender is found to be an important predictor of public en-

vironmental concern (Dietz et al. 1998, Liu et al. 2014, Stern et al. 1995). The gender gap

in public environmental concern has been explained by socialization theory, which attributes

different value formation processes to men and women which leads women to express stronger

green preferences than men. Hence, women should evaluate investments with high environ-

mental impact more negatively than their male counterparts.

Within knowledge-based explanations, some existing studies argue that exposure and

direct experience of environmental challenges make individuals more aware and concerned

about the environment (Alkon and Wang 2018, Blake 2001, Brody et al. 2008, Egan and Mullin

2016, Whitmarsh 2008, Zahran et al. 2008). Accordingly, since city residents typically live

in places that are more exposed to environmental degradation, their investment preferences

should be impacted more strongly by the environmental costs incurred by any investment

project. Taken together, we expect to observe heterogeneous treatment effects across these

different social groups.

Figure 3 plots the differences in conditional marginal means for the interaction between our

conjoint attributes, different levels of job creation15 and respondent characteristics, including

household income, gender and residence. Overall, we observe very few instances of significant

differences in the effect of the environmental attributes on investor favorability between our

specified subgroups, as indicated by the overlap of the estimated differences in marginal means

with the vertical reference line (at x=0). The results, therefore, suggest that the way citizens

weigh environmental costs and economic benefits (here, job creation) appears to be strikingly

consistent across different groups in society.16

Second, individuals’ concern about the environment may be more strongly driven by

14For a review, see Liu and Mu 2016.
15We present the results from the analysis that includes the other two economic attributes

(tax contribution and income from local sourcing) in the interaction term in the Appendix
(Figures A4 and A5).

16In addition to these three variables, we also looked at heterogeneous effects based on
respondents’ occupation status, sector of employment, perception of personal as well as coun-
try’s economic status and change, poverty, education, age and perceived level of pollution
(air and water). As with the findings above, we do not find evidence of robust subgroup
differences.
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collective-level sociotropic conditions than personal-level egotropic considerations. To this end,

we examine subgroup preferences across different levels of economic benefits resulting from the

investment and province-level characteristics. Similar to the mechanism underlying the impact

of personal economic conditions, some scholars argue that under broader economic hardship

individuals prioritize short-term economic needs (Brulle et al. 2012, Kahn and Kotchen 2011,

Kachi et al. 2015). Conversely, when economic conditions improve, individuals’ willingness

to suffer short-term policy costs to manage long-term environmental risks increases. Thus,

we would expect that provinces with higher incomes should have stronger green preferences.

Relatedly, it could be argued that Vietnam is in a somewhat exceptional position, as it has

more than enough foreign investment and can afford the luxury of being very picky in the

projects that it lets in. Other developing countries may be less in a position to prioritize

the environment, and must instead accept anything that would plausibly bring economic

development, even if it is environmentally costly.

Fortunately, these arguments can also be assessed at the subnational level in Vietnam,

which has widely different levels of economic performance and investment attraction across

the 63 provinces covered in the PAPI survey. According to the "more than enough" logic,

individuals who live in areas that enjoy high levels of inward investment, should be more

willing or able to forego economic benefits for environmental quality. Finally, individuals who

live in provinces that are more exposed to environmental degradation may have a stronger

preference for the environment.

Figure 4 visualizes the differences in conditional marginal means for the interaction be-

tween our conjoint attributes, different levels of job creation17 and province-level characteris-

tics, including province income, the availability of investment capital, and air pollution levels

as measured by particulate matter 2.5 (PM2.5) concentration. At low levels of job creation

(100 jobs), we find that there are some significant differences between provinces with high

and low levels of PM2.5 concentration. For example, businesses that do not possess a green

certificate are viewed much more negatively by respondents in highly polluted provinces than

by their counterparts in less polluted provinces. Similarly, prospective investors that have

caused environmental damage to 1,000 households also experience harsher punishment by re-

spondents from provinces that experience high levels of air pollution than respondents from

relatively less polluted provinces.

17We present the full results from the analysis which includes the other two economic
attributes (tax contribution and income from local sourcing) in the interaction term in the
Appendix (Figures A6 and A7).
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Figure 3: Subgroup Analysis, Conditional Marginal Means (By Amounts of Job
Created and Individual Covariates)

Note: The dots represent the difference in marginal means between high and low-
income respondents, females and males and urban and rural respondents, respectively.
The bars indicate 95 percent confidence intervals (C.I.). We see very little evidence of
difference by subgroup as indicated by the overlap of the C.I. bars with the reference
line (x=0).
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Figure 4: Subgroup Analysis, Conditional Marginal Means (By Amounts of Job
Created and Province-Level Covariates)

Note: The dots represent the difference in marginal means between high and low-
income provinces, provinces with high and low investment capital and provinces with
high and low levels of PM2.5 concentration, respectively. The bars indicate 95 percent
confidence intervals (C.I.). We see very little evidence of difference by subgroup as
indicated by the overlap of the C.I. bars with the reference line (x=0).

These findings are consistent with the view that individuals who are more exposed to

environmental risk and degradation are also more likely to show a stronger preference for the
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environment than economic benefits (in this case, jobs creation). However, overall, we find

that the results are similar across the different subgroups. Thus, similar to the analysis of

subgroup preferences by individual characteristics, the findings suggest that there is a broad-

based preference for the environment across different groups of society in Vietnam.18

Discussion

Using a rigorous conjoint-based survey experiment with a large nationally representative sam-

ple, we examine the multidimensional preferences underlying citizens’ investment policy pref-

erences in Vietnam. Our conjoint design examines the impact of economic factors, specific

investor characteristics, as well as the environmental consequences associated with the invest-

ment – a factor thus far effectively overlooked by previous research on investment preferences.

In line with conventional wisdom, our study demonstrates that economic aspects play an

important role in determining individuals’ investment policy preferences. At the same time,

however, we also find robust evidence suggesting that the environmental impact of the invest-

ment has a tremendous influence on citizens’ preference over investors. Notably, our results

show that citizens are not willing to trade-off environmental quality for more employment op-

portunities or better public services and income redistribution through increased tax incomes

generated by the investment.

Despite the sizable and robust findings, this study is the first of its kind, and there are

important reasons to be cautious. First, our findings may be partially driven by loss aversion,

which describes people’s tendency to overemphasize losses with respect to equivalent gains

(Kahneman 1979). Existing research in psychology and the framing literature have generated

ample evidence for the negativity bias in decision-making (Campbell et al. 1980, Cobb and

Kuklinski 1997, Fridkin and Kenney 2004, Nannestad and Paldam 1997, Soroka 2006). In

particular, loss frames have been found to be especially effective in individual decision-making

when the subject under consideration is considered to be risky (Banks et al. 1995, Edwards

et al. 2001). A number of studies have identified that citizens in developing countries generally

perceive climate change as a much greater risk than their counterparts in developed countries

(Kim and Wolinsky-Nahmias 2014, Lee et al. 2015, Leiserowitz et al. 2007). Thus, it is highly

likely that loss aversion may be an important psychological mechanism driving our results, as

environmental consequences are presented as "damage" and economic consequences as "gains".

18Beyond these three variables, we tested additional subgroup effects at the provincial
level, using economic growth measured as nightlight, the accumulated number of investment
projects, the number of environmental disasters that occurred between 2000-2017, and whether
the province was affected by the Formosa disaster.
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While this may be the case, we suggest that this approximates the same loss aversion that

citizens make when evaluating real investment projects in their locality - the perceived risks

of damage outweigh the perceived gains in economic opportunity.

Such an interpretation is also consistent with an alternative explanation of our results.

Specifically, the strong sensitivity to environmental impacts of the investment on respondents’

investor selection could reflect a widespread "not in my backyard" or NIMBY mentality. Espe-

cially when it comes to environmental harm, which can have adverse consequences on people’s

health, NIMBY sentiments can have a strong mobilizing effect. In an expansion of our conjoint

design, we propose to vary the geographical locations in which the environmental consequences

of the investment are generated – i.e., from respondents’ immediate environment to more dis-

tant locations – to capture potential moderating effects of the NIMBY logic. Nevertheless,

by keeping constant the geographical location in which advantages and disadvantages of the

investment occur in this piece, we provide a fairer comparison between the environmental

costs and the economic benefits. Moreover, given the widespread protests in response to the

Formosa scandal across Vietnam, even in areas not affected by the scandal, we speculate that

proximity and direct consequences are not likely to fully offset the strong effect of environ-

mental factors. Further research can explore and empirically test the alternative psychological

processes individuals go through when evaluating investments.

In addition, the results from our subgroup analyses indicate that the importance of envi-

ronmental consequences of any investment project cuts across social cleavages. In our results,

the generally homogeneous treatment effects across different subgroups suggest that the im-

portance of environmental issues may be driven by sociotropic evaluations. In particular,

the lack of variation across different income groups contradicts the notion that these green

preferences are adopted based on self-interest considerations. If evaluations were shaped by

egotropic concerns, preferences should have varied considerably across different levels of in-

come. For example, people at lower levels of income would significantly benefit from greater

job and income opportunities. The homogeneous effect across different subgroups suggests

strongly that citizens adopt green preferences for sociotropic reasons. However, to make such

a distinction between pocketbook-driven and sociotropically motivated preferences, we must

demonstrate that people are indeed willing to forego personal economic gains for obtaining

public goods, such as environmental quality, that can be enjoyed by all. Such a distinction is

beyond the scope of the current paper, as our conjoint attributes solely provide information

about economic and environmental implications of the investment at the collective level (i.e.,

the respondent’s local area).
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Conclusion
In light of the open conflict between economic growth and environmental protection that

policymakers in developing countries face, we ask how do citizens in developing countries want

their governments to strike the balance? Existing studies demonstrate that public opinion is

key to the implementation of adequate policy responses to address environmental challenges

(Agnone 2007, Andersson 2011, Johnson et al. 2010, Vandeweerdt et al. 2016, Weaver 2008).

Conversely, public opinion can serve as a major barrier to promoting policy efforts to protect

the environment. For instance, some scholars attribute slow progress in the transition to a

low-carbon economy in part to the lack of public support for such a transition (Geels 2013,

Wiseman et al. 2013). These studies thus suggest that for governments to consider taking

action against environmental degradation, there first needs to be widespread awareness and

concern about the environment among the wider public. Without a signal from the public,

there is little incentive for policymakers to address environmental problems. Focusing on the

impact of environmental aspects on individuals’ investment policy preferences, we probe the

first step in the salience-policy linkage in this study.

The nascent research on mass attitudes toward FDI has identified a range of factors that

determine how citizens evaluate the attractiveness of a certain investment proposal. One of

the most prominent explanations in the literature is the notion that citizens evaluate an in-

vestment proposal in terms of its economic benefits. Increasingly, a number of studies finds

that psychological ingroup-outgroup feelings and national images also play an important role

in determining individuals’ investment preferences. However, what is missing from existing

analyses is a systematic assessment of the effect of perceived environmental outcomes in indi-

viduals’ investment policy preference formation. This is surprising given the high salience of

the FDI-environment nexus in the policy and scholarly debate.

In this study, we argue and find that individuals’ evaluations of an investment are strongly

influenced by the environmental costs associated with an investment. This is not to say that

economic considerations are not relevant to individuals’ investment preferences. To the con-

trary, our results show that economic considerations indeed have a strong influence on mass

attitudes toward investment. More specifically, when economic and environmental consid-

erations are considered jointly, individuals carefully weigh the economic and environmental

costs and benefits of an investment against one another. Our analysis shows that citizens in

Vietnam are keen to reap the economic benefits of an investment even when these benefits

come at the expense of the environment. However, there is a clear threshold to the level of

environmental degradation citizens are willing to tolerate in exchange for economic benefits.
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Once the environmental costs exceed this threshold level, citizens are willing to forego the

economic benefits from the investment to avoid such a level of environmental degradation.

In sum, our findings challenge the conventional wisdom that individuals in developing

countries are too poor to care about the environment and are therefore unwilling to support

policies that prioritize the environment. Instead, our results offer a more nuanced picture of

the ways citizens evaluate the alleged trade-off between economic growth and environmental

protection. Citizens in today’s low-income countries may not show concern about the environ-

ment for the same post-materialist motives as their counterparts in advanced industrialized

countries. Nevertheless, we find that there is a significant level of concern and apprehension

about environmental degradation among the the Vietnamese public. More importantly, pub-

lic environmental concern has a sizable and significant effect on individuals’ economic policy

preferences. In addition, the striking homogeneous effect of the environmental factors on in-

dividuals’ investment preferences across multiple different subgroups suggests the possibility

that environmental concerns have become a valence issue diffused throughout all groups in

society of this developing country (Krosnick 2010).

As environmental problems become more obvious, ubiquitous, and threatening to human

health, awareness and concern about them will be adopted and endorsed by all members in

society. In light of a worsening trend of environmental and climatic conditions in most parts

of the world, above all in developing countries, the question is how this public consensus

on the environment can facilitate the political mobilization on the environment at the local,

national and global level. For policymakers our results suggest that they will have to be more

selective in the types of investment they permit to operate within their countries. Allowing

investments that are highly lucrative, but pose considerable harm to the environment is likely

to risk large-scale protests and discontentment among the population.

Although our analysis is based predominantly on data from a single country, we believe

that our findings are valid for other countries at a similar stage of economic development and

which therefore will also find themselves in the challenging task of maintaining a high level

of economic growth while mitigating the environmental impacts of economic expansion. It is

worth noting that a related conjoint in Myanmar delivered similar results.19

19See Appendix, Table A1.
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Appendix

Table A1: Regression Results of Investor Attributes on Respondents’ Willing-
ness to Support Business’ Investment License Application

Note: We ran the exact same conjoint we conducted in Vietnam on the The Asia
Foundation’s Myanmar Business Environment Index (MBEI) survey of 4,870 owners
and managers of small and medium size enterprises (SMEs) in Myanmar. Like the
PAPI, the MBEI survey employs a two-stage sampling strategy with PPS sampling of
three to five townships per state and then stratified sampling of individual businesses
within each township. Surveys were also conducted using tablets in the local language
of the respondent.

46



Figure A1: Conditional Marginal means (By Amounts of Jobs), Full model

Note: Differences in marginal means across different levels of job creation are statisti-
cally significant: F(32)=2.296, p<0.001.
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Figure A2: Conditional Marginal means (By Amounts of Tax Contribution)

Note: Differences in marginal means across different amounts from tax income are
statistically significant: F(32)=2.033, p<0.001.
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Figure A3: Conditional Marginal Means (By Amounts of Local Sourcing In-
come)

Note: Differences in marginal means across different amounts from purchases of local
goods and services are not statistically significant: F(32)=0.8193, p>0.1.
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Note: *** p<0.01, ** p<0.05, * p<0.1. AMCE = Average marginal component effect:
Penalty for businesses having violated environmental regulations causing damage to
100 households (HHs) and 1,000 HHs, respectively, compared to businesses that has
not caused any environmental damage in the past. MM = Marginal means: Measure
of favorability toward businesses that have violated environmental regulations causing
damage to 100 households (HHs) and 1,000 HHs, respectively; indicated by percentage
of times that respondents chose businesses with these levels of environmental damage.
MM difference = Marginal mean difference: Difference in likelihood of choosing busi-
nesses that have violated against environmental regulations in the past across different
levels of economic benefits (95 percent confidence interval in brackets).
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Note: *** p<0.01, ** p<0.05, * p<0.1. AMCE = Average marginal component effect:
Penalty for businesses generating medium (equivalent to 300 households (HHs)) and
high levels of waste (equivalent to 1,000 HHs) compared to businesses generating low
levels of waste (equivalent to 100 HHs). MM = Marginal means: Measure of favora-
bility toward businesses that generate medium and high levels of waste, respectively;
indicated by percentage of times that respondents chose businesses with these levels of
waste generation. MM difference = Marginal mean difference: Difference in likelihood
of choosing businesses with medium and high levels of waste generation across different
levels of economic benefits (95 percent confidence interval in brackets).
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Figure A4: Subgroup Analysis, Conditional Marginal Means (By Amounts of
Tax Contribution and Individual Covariates)

Note: The dots represent the difference in marginal means between high and low-
income respondents, females and males and urban and rural respondents, respectively.
The bars indicate 95 percent confidence intervals.
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Figure A5: Subgroup Analysis, Conditional Marginal Means (By Amounts of
Local Sourcing Income and Individual Covariates)

Note: The dots represent the difference in marginal means between high and low-
income respondents, females and males and urban and rural respondents, respectively.
The bars indicate 95 percent confidence intervals.
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Figure A6: Subgroup Analysis, Conditional Marginal Means (By Amounts of
Tax Contribution and Province-Level Covariates)

Note: The dots represent the difference in marginal means between high and low-
income provinces, provinces with high and low investment capital and provinces with
high and low levels of PM2.5 concentration, respectively. The bars indicate 95 percent
confidence intervals.
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Figure A7: Subgroup Analysis, Conditional Marginal Means (By Amounts of
Local Sourcing Income and Province-Level Covariates)

Note: The dots represent the difference in marginal means between high and low-
income provinces, provinces with high and low investment capital and provinces with
high and low levels of PM2.5 concentration, respectively. The bars indicate 95 percent
confidence intervals.
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