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This dissertation includes three essays on foreign direct investment and distribution of
economic activity. The first essay is research about Absorptive Capacity and Foreign Direct
Investment spillover effects. The second article is the research about agglomeration externality
and border effect while the third topic is the impact of bombing and war on the economic
performance. All three essays use evidence from Vietnam with firm-level analysis in chapter 1,
firm-level and province-level in chapter 2 and province-level in chapter 3. The brief contents of
three essays will be presented by following paragraphs.

The first paper examines the relationship between absorptive capacity and foreign direct
investment spillover effect. The spillover effect in this research is understood as the indirect
impact of foreign direct investment on the productivity, export performance, sales etc... of the
domestic firms through horizontal and vertical linkages. Using the panel firm-level data from
2006-2010 from General Statistic Office (GSO) of Vietnam, this paper has provided the new

measurement of absorptive capacity of firm in relation with FDI productivity and its




relationship with FDI spillover effect with both linear and non-linear trends, and uses IV
method which Thailand’s FDI data as instrument variables to solve the endogeneity problem.
Beside contribution to literature, this research also confirms the consistent results of spillover
effect of FDI with domestic firm through horizontal and vertical linkages. The research finds
that forward and backward linkages of FDI firms with local enterprises increase the
productivity of domestic firms but the horizontal linkage only has positive impact on these
firms if the neighbor countries also attract FDI in the same industries, otherwise this impact is
negative. This research uses the Cobb-Douglass production function as basic theory
background. Author has merged two datasets including the Annual Enterprise Census from
2004 to 2010 and the Input-Output tables in 2000 and 2007 of GSO of Vietnam which needs a
huge effort to combine between production industries and product industries of these two
databases. This research still remains some limitations that can be fulfill in the future
researches such as measuring the linkages at the firm-level instead of industry-level like this
research as well as using more adequate data from Thailand to make better instrument
variables.

The second chapter continues with Foreign Direct Investment in different aspect that is spatial
economics with the central topic namely agglomeration. This chapter is joint paper between
Professor Eiichi Tomiura and me. This paper examines spatial attenuation of agglomeration
spillover based on firm-level data in Vietnam, and investigates whether the former national
border matters for different ownership types of firms after four decades since the reunification.
Based on firm-level data in Vietnam, we confirm that the agglomeration spillover from the
domestic core attenuates with distance among domestic firms, but find that the attenuation
speed significantly accelerates at the former national border among private firms even after
four decades since the reunification. Robustness of our main findings is confirmed with

historical data of regional population before the North-South division as an instrumental




variable. Productivity of all firms, especially foreign-owned firms, is sensitive to the market
potential or the presence of other firms. Vietnam is a suitable case for our research, as the
country experienced the division and the reunification in the last century. Vietnam was divided
into South and North with the border at the 17th degree latitude after the end of World War II
until the reunification of two regions in 1975. The contrast between these two divided countries
was clear in economic system: capitalist South and socialist North. Due to its natural geography
of Vietnam as a long country like a Hoteling’s linear city, it is natural to discuss spatial
attenuation of agglomeration spillover with distance from the core. While findings of this
research are informative for understanding the role of history and institution in agglomeration
in particular or in economic geography in general, there still remain several important issues.
For example, tracing dynamic entry and exit patterns of firms will help us discuss causality
direction. Distributional information of firm productivity, including dispersion or skewness as
examined by Okubo and Tomiura (2014) in the Japanese case, will reveal additional richer
regularities for discussing agglomeration.

The third paper is a topic related to agglomeration at the same time with effect of history events
and the economic performance under the similar case of Vietnam. The motivation of this
research is to find how the war impacts on the economic performance of regions at short-term
and long-term time. The economic performance is measured by the number of firms and
number of labors beside GDP at the province-level, which are disaggregated into three types of
firms including SOE, private firm and FDI firms. Based on the rich historical population and
other economic data at province-level in Vietnam, I confirm that the short-term impact of war
on the economic performance is highly statistically significant and difference among North,
South and Middle region provinces. In the long-run, the war has not shown significant or
negative impact on the concentration of firm or the wealth of provinces. Zipf slopes, DID

method, time-series data as well as cross-section data are used in this research. The further




research should be done with more observations to measure the long-term impact of war on the
economic performance. In addition, because of that the data for North and South separately is
much more abundant than dataset for the whole country, another research for distinguish
regions can be taken in to consideration. Moreover, the impact of the border 17th parallel
should be one of an interesting candidate of research topic.

Those are brief contents of three essays about foreign direct investment and distribution of

economic activity in my dissertation.
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