
5 6 5 21 2120 1 17 5 7 21

( (51 / ( 2120 6 5( ( 1r

, WURG FWLR

Considerable studies on the existence
Ru V uYLYDO of new �rms have revealed that
these �rms experience of high failure rates

5RE uWV D 6DP OVR 0DWD
and Portugal, 1994) and this �nding is largely
shared by those studies which have focused
especially on the survival of new foreign �rms.
However,most of these studies are empirically
carried out on foreign �rms in developed
countries. Typical are the works of Li (1995)
R W V uYLYDO R Ru LJ V EVL LDuL V L 86
FRPs W u D s DuPDF WLFDO L VWuL V
0LWF OO 6 DY u D < J R
Canadian �rms that entered USmedical sector

market; Berkema, Bell, and Pennings (2002)

R WuL V L L u W FR WuL V E WF

�rms; McCloughan and Stone (1998) on
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This paper studies the survival of 187 foreign invested �rms in Vietnam that were newly
established in 2000 and measures for howmany years they stay in the market over the 2000-
2011 period. By using the Cox proportional hazard model, the empirical results show that
foreign �rms with growing current size are more likely to stay longer in the market. We also
�nd that foreign �rms entering the market with wholly-owned subsidiaries rather than doing
joint ventures with local partners can live longer. However, locating in industrial zones or
export processing zones does not help foreign �rms to increase their survival probabilityin
the market. By contrast to our prediction, agglomeration economies have no signi�cant
effect on �rm survival. Further, cultural distance is found to have a quite strong impact
on the survival of foreign �rms. Proximities in culture make it easier for foreign �rms in
RR H D LQJ L R D D QH V H H R H LQ HDVLQJ HL VX HVV LQ R HLJQ D NH V

.H ZRUGV Foreign �rm; Survival; Duration; Foreign direct investment

3 )Ru LJ 7uD 8 LY uVLW (PDLO L L EL JPDLO FRP
In this paper, the words "existence" and "survival" will be used interchangeably
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foreign manufacturing plants in UK Northern
u JLR 0DWD D 3RuW JDO R
Ru LJ WuL V L 3RuW JDO % FR WuDVW W u
is a remarkable lack of study on the existence
R Ru LJ WuL V L WuD VLWLR D Y ORsL J
FR WuL V

This paper aims at �lling the gap and
contributes to the existing literatures on �rm
existence with the focus on the life time of
foreign �rms subsequent to entry in Vietnam.
7 PsLuLFDO u V OWV FD E LPsRuWD W Ru
PD DJ uV R P OWL DWLR DO FRPsD L V L
YDO DWL J W F D F V R W Lu V FF VV D
LPsO P WL J VWuDW JLF F RLF V Ru W Lu
survival in a foreign market, especially in a
transition economy just like Vietnam.

Most studies have used panel data of �rms
L YDuL FR WuL V WR L Y VWLJDW W uPL D WV
of �rm survival (Dunne H D $ u WVF
D 0D PRR $ u WVF
Agarwal and Audretsch, 2001; Mata and
3RuW JDO 0DWD 3RuW JDO
and Guimaraes, 1995; Li, 1995). At the �rm
level, these studies mostly show that �rm
size, number of plant �rms possess, entry
mode as a fully-owned subsidiary, ownership
advantages, the extent of diversi�cation, and
organizational learning and experience exert
a negative effect on the failure rate of �rms.
$W W L VWuLDO O Y O L VWu OL F FO D
industry growth have been proved to have
a positive effect on the �rm survival while
minimum ef�cient scale, entry rate, and
industry concentration are likely to decrease
the chances of survival of new �rms.

This paper studies the existence of 187
foreign invested �rms in Vietnam that were
newly established in 2000 and measures
for how many years they stay in the market

over the 2000-2011 period. By using the Cox
proportional hazard model, the empirical
results show that foreign �rms with growing
current size aremore likely to stay longer in the
market.Wealso �nd that foreign �rms entering
the market with wholly-owned subsidiaries
rather than doing joint ventures with local
partners can live longer. However, locating
in industrial zones or export processing zones
does not help foreign �rms to increase their
survival probabilityin the market. By contrast
WR R u su LFWLR DJJORP uDWLR FR RPL V
have no signi�cant effect on �rm survival.
) uW u F OW uDO LVWD F LV R WR DY D
quite strong impact on the survival of foreign
�rms. Proximities in culture make it easier
for foreign �rms in cooperating with local
sDuW uV W u Ru L Fu DVL J W Lu V FF VV L
foreign markets.

The study is organized as follows. Section
su V WV W sRW V V WR E W VW D

YDuLDEO V 6 FWLR LVF VV V P W R RORJLFDO
LVV V L FO L J W VFuLsWLR R W DWD
VR uF W P W R V V L FRPs WL J W
YDuLDEO V D W VWDWLVWLFDO P W R RORJ
PsOR $OVR L W LV V FWLR W VW JLY V
an overview of the sample characteristics and
exit patterns. Section 4 provides empirical
results. The �nal section is conclusions.

SRWKHVHV D G YDULDEOHV

7 JRDO R W LV V FWLR LV WR LVF VV W
characteristics, industries as well as locations
of �rms which are likely to affect their
existence and to develop a set of speci�c
hypotheses about their expected effects.

)LUP VL H

0D PsLuLFDO VW L V R W DW W
probability of �rm survival increases with
�rm size (Evans, 1987; Dunne H D
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0DWD D 3RuW JDO 0DWD
H D LV H D , 2003). Firm size is
PRVWO P DV u E PE u R PsOR V E W
alternative proxies such as value added and
VDO V L O D Y u VLPLODu sLFW u RVL
Researchers proved that both �rm initial size
and current size are important determinants on
�rm survival and have positive effect on the
�rm survival probability (Mata H D

$FFRu L J WR 0DWD H D (1995), new �rms
enter markets typically below the minimum
ef�cient scale in the industry. Therefore, they
Du FR uR W E D FRVW LVD YD WDJ YLV D
vis their ef�ciently scaled competitors which
makes their survival more dif�cult. Hence,
entrants with small initial size should be more
likely to exit than large ones, because they
cannot compete with incumbents while the
larger �rms can. Regarding foreign entrants,
Dunning (1993) showed that when entering a
new foreign market, a foreign �rm has to face
considerablyhigherentrycosts than local�rms,
for instance the costs of acquiring information
about that foreign market. As small �rms
own less resources such as �nancial capital
and management skills, they are naturally
disadvantaged and �nd it dif�cult to compete
with local and other foreign �rms, and hence
more likely to fail. Indeed, Evan (1987) and
$ u WVF R W DW DPR J D
cohort of new �rms in U.S. manufacturing, the
probability of plant exit was decreasing with
initial size. This �nding is consistent with the
PsLuLFDO u V OW R 0DWD D 3RuW JDO
on Portuguese manufacturing �rms.

Besides studying the effect of initial size on
the �rm survival, the scholars paying special
attention to the post-entry evolution of new
�rms and its effects on survival prefer to
employ the �rm’s current size in their models

0DWD H D $V P WLR DERY
new �rms generally enter market at small
VFDO V D DY WR DF FRVW LVD YD WDJ V
compared with incumbents, which makes it
more dif�cult for them to survive. Therefore,
Ru W RV W DW Du DEO WR V uYLY W
WR u F W LV FRVW JDs 7 LV suRYL V W P
with a strong incentive to grow. This is the
main argument in Audretsch (1995), who
found that initial size is positively related to
V uYLYDO E W JDWLY O u ODW WR sRVW Wu
growth, meaning that smaller �rms grow
faster. Because growth reduces average costs,
�rms should be less likely to exit after having
grown. In other words, current size should be
a better predictor of failure than initial size
because the current size of �rms can re ect the
�rm’s growth and the capacity of its reaction
to their market success over time (Dunne H

D 0DWD H D

Indeed, Jovanovic (1982) is the �rst person
LVF VVL JW LPsRuWD F R sRVW Wu O Du L J
and growth on �rm survival. The author argues
that at birth new �rms do not know their true
DELOLW 7 FL W Wu VFDO EDV R
W Lu E OL V DER W W Lu DELOLW O Y O E W W LV
O Y O LV Y u LPsu FLV O VWLPDW % JRL J
L WR DFWLYLW D REV uYL J W Lu R WFRP V L
themarket, �rms learn about their true abilities
D u YLV W L LWLDO VWLPDW V 7 W u Ru
DY WR D DsW WR F D JL J YLuR P WV D
link changes in their strategy choices to the
changing con�guration of that environment
VR W DW W FD V Ds W suRF VV R V O FWLR
and survival. Those �rms which experience
bad outcome realise that they are inef�cient
and accordingly exit from the market. On the
contrary, those which perform well recognize
that they are ef�cient. These �rms not only
survive, but they also grow. The empirical
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VW L V R 0DWD D 3RuW JDO D
0DWD H D u Y DO W DW ERW RP VWLF
and foreign �rms in Portugal with larger
current size, being the most ef�cient, are less
likely to exit. These results are also supported
by the works of Dunne H D R
8 6 PD DFW uL J sOD WV D LV H D

(2003) on manufacturing �rms in the United
Kingdom.

Based on the above arguments, we in
this study will investigate the effects of both
initial and current sizes on the survival of
new foreign �rms in Vietnam and propose the
following hypothesis:

SRWKHVLV Larger foreign �rms are
HVV LNH R H L R H D NH DQ V D H

RQHV

2Z HUV LS VWUXFWXUH

Hymer (1976) stated that foreign investors
DY D FRPs WLWLY LVD YD WDJ u ODWLY WR
local competitors due to lack of information
on local market conditions and higher costs
R FRPP LFDWLR D WuD VsRuWDWLR 7R
RY uFRP W V LVD YD WDJ V D WR Rs uDW
pro�tably in foreign markets, they must have
some kind of �rm speci�c advantage.

According to the resource-based view
: u u OW %Du W VR uF V
of �rm speci�c advantages arise from “tacit
knowledge” such as technical knowledge,
patents, and management skills. Tacit
knowledge as illustrated in the work of Nelson
D :L W u LV D PE FRPsR W
of both individual skills and organization
routines. Unlike machines or blueprints, they
cannot be easily transferred to other �rms.
They can exist and create value only in the
�rms in which they have evolved. Kogut and
Zander (1993) �nd that the more tacit the

technology is, the more �rms prefer to set up
wholly-owned subsidiaries rather than sharing
the knowledge with other partners. In their
views, there is a distinguishable boundary in
the knowledge between the partners in the
joint venture. It therefore is dif�cult to have
a common understanding between partners by
which to transfer knowledge from idea in to
productions and markets ef�ciently.

$FFRu L J WR WuD VDFWLR FRVW W Ru
(Williamson, 1975), foreign �rms when
making joint venture with local partners
PLJ W V u uRP WuD VDFWLR FRVWV DuLVL J
from writing and enforcing contracts,
DJJOL J RY u W uPV D FR WL J W FODLPV
and administering transactions (Kogut, 1989).
0Ru RY u 0DWD D 3RuW JDO VWDW
W DW D mRL W Y W u PD E WuR EO RW R O
by cultural differences between the partners,
but also by dif�culties in sharing proprietary
assets. Further, by making both parties
residual claimants on �rm’s pro�ts, they
Fu DW L ERW sDuWL V L F WLY V WR u uL u
which make these ventures highly unstable.
$ DV W FR Rs uDWLY Y W u V DJ V ORFDO
partners may learn the �rm’s technology to
their own advantage and become competitors
L W W u %DuED 1DYDu WWL D 9 DEO V
2004). Such costs and con icts among parties
make wholly-owned subsidiaries preferable to
mRL W Y W u V

1 Y uW O VV L VRP FDV V mRL W Y W u V
are preferred than wholly-owned subsidiaries.
From the point of view of host countries,
the bene�ts they can expect to obtain from
foreign investment are knowledge about the
latest technologies as well as management
skills of foreign �rms. However, market
failures emerge because these knowledge and
skills cannot be always tradable or imitated
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by the outsiders. Local �rms �nd it dif�cult
to acquire knowledge about the unspeci�ed
details of the technology, and foreign �rms
also �nd it dif�cult to buy knowledge about
the local markets such as information about
administrative procedures, labour skills,
demand conditions and relationship with local
authorities (Mata and Portugal, 2000). It thus
E FRP V F Ds u Ru W sDuWL V WR V Du ERW
DVV WV W uR J D mRL W Y W u W D WR WuD
them through the market. For example, joint
ventures frequently assign management tasks
to local partners who are better quali�ed than
RP FR Wu L LYL DOV WR PD DJ W ORFDO
labour force and relationships with local
V ssOL uV E uV D JRY u P WV

In terms of empirical works, most
u V DuF uV V WuD VDFWLR FRVW W Ru WR
study entry mode choices by foreign �rms. For
instance,Meyer (2001)found that foreign�rms
in transition economies prefer to set up wholly
owned subsidiaries rather than joint ventures
with local partners. In these countries, foreign
�rms lack information about local partners,
and domestic �rms lack knowledge of market
mechanism and inexperience in doing business
with foreign partners. Therefore, a foreign
�rm has to pay high transaction costs relating
WR V DuF L J JRWLDWL J D PR LWRuL J ORFDO
sDuW uV 0Ru RY u L WuD VLWLR FR RPL V
the diffusion of knowledge is of particular
concern because the institutional framework
does not provide for the ef�cient protection
of intellectual property rights. Hence,
technology-intensive �rms would prefer to
internalize their transactions in high-tech
JRR V D V uYLF V L FO L J WuD V u R
production know-how, assessment of market
opportunities for innovation products, as well
DV W WuDL L J R VDO V D V uYLF s uVR O

(Oxley, 1999; Hennart 1991). Similarly,
Anderson and Gatigon (1986) and Brouthers
(2002) �nd that in a market where transaction
costs associated with �nding, negotiating and
PR LWRuL J sRW WLDO sDuW uV Du s uF LY
to be high, foreign �rms tend to use wholly
owned mode while �rms perceiving low
WuD VDFWLR FRVWV W WR V mRL W Y W u
mode. Moreover, Hennart (1991) and
Yamawaki (1997) reveal that wholly-owned
subsidiaries of Japanese multinationals were
less likely to exit than joint ventures.

The above arguments suggest a higher exit
hazard for joint ventures when compared to
wholly-owned subsidiaries, leading to the
V FR sRW VLV

SRWKHVLV Wholly-owned subsidiaries
D H HVV LNH R H L R H D NH DQ RLQ

HQ X HV

/RFDWLR

The factor endowment theory of
international trade developed by Heckscher
D 2 OL V JJ VWVW DW ORFDWLR R L W u DWLR DO
suR FWLR LV EDV R FRPsDuDWLY D YD WDJ V
of factor costs. Therefore, if �rms use FDI to
minimize costs, they will move to the location
where production costs are lowest. Location
advantages can help �rms reduce production
costs, thereby increasing the likelihood
of �rms’ survival compared with their
competitors locating in worse conditions. The
concept of location advantages as reviewed by
DY L J D %uDL Du

FRY uV PD DVs FWV L FO L J
production costs and factor endowments such
as labor force and infrastructure; market size;
and policies to attract FDI.

7 FR RPLF Rs sROLF L WuD VLWLR
FR RPL V Fu DW V sRW WLDO E VL VV
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opportunities for foreign �rms. Most investors
are attracted by new markets, low labor costs
and favorable policies towards FDI in these
FR WuL V 0 u 2 R W PRVW
LPsRuWD W sROLFL V WR DWWuDFW Ru LJ L Y VWRuV
is establishment of industrial zones or export
processing zones with priority policies mostly
on taxation for foreign investors (Zhou H D

2002). For instance, in China foreign �rms
ORFDWL J L V F DV 6s FLDO (FR RPLF =R V
D 2s RDVWDO LWL V RW R O u F LY
priorities in terms of pro�t tax, import duties
and land use fees, but also get bene�t from
JRR L uDVWu FW u FR LWLR V D V ssRuWL J
V uYLF V V F DV u ODWL J WR D PL LVWuDWLY
procedures. In fact, these special zones have
attracted a major FDI in ows to China (Cheng
and Kwan, 2000; Zhou H D , 2002). In
Vietnam, similar zones have been established
since 1991 and offer lower pro�t tax and
RW u L F WLY V Vs FLDOO L DW O DVW
of output is exported. Besides the attraction
of preferential treatments, foreign �rms are
likely to locate in these special zones due to
the existence of agglomeration economies,
which are positive externalities stemming
uRP W J RJuDs LF FO VW uL J R L VWuL V
The localization theory stipulates that �rms
bene�t from locating in the vicinity of other
�rms in the same industry. They bene�t from
specialized labour markets, the availability
of suppliers to the industry, and the exchange
of knowledge with other �rms in the cluster
(Marshall, 1920; Krugman, 1991).

However, Shaver and Flyer (2000) shows
that under the existence of agglomeration
economies, many foreign �rms will perform
better if they do not cluster. Large foreign �rms
with the greatest capacity in technologies,
PD FDsLWDO WuDL L J suRJuDPV V ssOL uV

and distributors will try to locate away from
their competitors because the bene�ts they
gain from locating near their competitors will
be less than what the competitors gain from
them. The problems �rms will experience
when participating in an industrial cluster
FD E W VsLOORY u R W F RORJ PsOR

FWLR WR FRPs WLWRuV D W V DuL J R
distributors and suppliers with neighboring
�rms. Yof�e (1993) shows that semiconductor
PD DJ uV FL WR ORFDW Du uRP W Lu
FRPs WLWRuV WR W Lu FR F u W DW W Lu
W F RORJ PLJ W VsLOO RY u WR W Du
�rms. Baum and Mezias (1992) indicate that
ORFDWL J FORV u WR RW u RW OV L 0D DWWD
L Fu DV V W V uYLYDO F D F R D RW O E W
this bene�t of agglomeration diminishes when
hotel districts become crowded, pushing up
prices of the input resources and exacerbating
FRPs WLWLR

In this study we suppose that in a
transition economy like Vietnam, bene�ts
that a new foreign �rm locating in industrial
zones gains from tax priority policies, good
L uDVWu FW u FR LWLR V D DJJORP uDWLR
FR RPL V PD LJ u W D W ORVV LW V uV
from high competition with other proximal
�rms. The next hypothesis therefore is
posited as follows:

SRWKHVLV Locating in industrial zones
or export processing zones increases the
likelihood of survival of foreign �rms.

However, in order to have a better
uVWD L J R W FW R DJJORP uDWLR

economies on �rm survival, we include in the
PR O W DJJORP uDWLR FR RPL V YDuLDEO
proxied by the number of foreign �rms in the
same industry in the province where the �rm
locates. The following part will present a more
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WDLO LVF VVLR DER W W LV LVV

R WURO DULDEOHV

Other variables need to be taken into
account in the empirical analysis. At the �rm
O Y O W VW L FO V W cultural distance
D pro�t before tax

L J V JJ VWV W DW R R W
disadvantages of foreign �rms compared
with local �rms is differences in culture.
7 L u F V L F OW u PD O D Ru LJ
�rms to dif�culties in understanding and
cooperating with local partners that can
reduce their potential performance. In fact, in
u F W DuV L WuD u JLR DO Ru LJ L Y VWP W
has tendency to increase and plays a key
uRO L WuD V DWLR DO FRusRuDWLR V FR WuROO
international networks. During the period

DY uDJ D DO L WuD $VLD
ows are the largest stream of foreign direct
investment within the group of developing
countries (The World Investment Report
2006). In addition, Barkema H D (1996) �nd
W DW F OW uDO LVWD F LV D suRPL W DFWRu L
foreign entry, especially when this involves
another �rm. Because the venture requires
‘double layered acculturation’, and the�rm has
WR DFFRPPR DW ERW VWuD J FRusRuDW D
DWLR DO F OW u V %DV R W V DuJ P WV
D YL F W VW V JJ VWV W DW F OW uDO
L u F V Fu DV W suREDELOLW R Ru LJ
�rm survival.

Besides factors foreign �rms possess at the
time of entry such as initial sizes, countries
R RuLJL D Wu PR V W DW FD D FW W
likelihood of �rm survival, the performance by
�rms after entry are also an important factor.
6F RODuV DY V PD L u W L LFDWRuV
to measure �rm performance such as sales
growth, numbers of employees, turnovers,

volume of export, and pro�t (Malmberg H D

2000; Hansen andWernerfelt, 1989; Baum and
Wally, 2003). In this study, we use pro�t as an
indicator for �rm performance and argue that
a foreign �rm is considered to be successful in
RL J E VL VV L LW FD FR VLVW WO J uDW
pro�t over time.

Besides �rm-speci�c characteristics that
are supposed to have impact on the �rm
survival, we also analyze the effects of the
environment in which entry occurs. The
F DuDFW uLVWLFV R L VWuL V ORFDWLR V D
effects of agglomeration economies will be
FR VL u

At the industry level, this study analyzes
the in uences of entry rate and industry size
on the survival of �rms. Mata and Portugal
(1994; 2002) indicate that the extent of entry in
a market increases the competitiveness in that
market. So in markets with high entry rate, the
�rms’ lifetime is expected to be shorter. We
also control for the growth rate in the industry.
Industrieswhich are quickly growing are likely
to be environments in which the probability of
exit of new foreign �rms is lower. Audretsch
D 0D PRR 0DWD D 3RuW JDO

D 0DWD H D (1995) �nd
a positive and statistically signi�cant effect of
industry growth on the survival of new �rms,
and Li (1995) and Shaver (1995) �nd this
effect to hold specially for foreign �rms.

$V LVF VV L W su YLR V V FWLR Ru LJ
�rms have tendencies to locate in places
where required factors of their production
Du u ODWLY O DE D W WR u F suR FWLR
D WuD VsRuWDWLR FRVWV 7 LV VW W V
supposes that locating in regions with high
L FRP s u FDsLWD Y ORsP W L PD
FDsLWDO D D YD WDJ V L L uDVWu FW u V D
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transportation will decrease the likelihood of
failure of foreign �rms. Fotopoulos and Louri
(2000) when studying the survival of newly-
created Greek manufacturing �rms �nd that
�rms located in the country’s largest urban
YLuR P W $W V DF E WW u V uYLYDO

prospects. This result suggests that ‘centripetal’
RuF V V F DV DJJORP uDWLR FR RPL V D
other market-pull factors remain a strong
W uPL D W L ORFDWLR F RLF V E Ru LJ

�rms.

Moreover, the region with good conditions
attracts more and more new foreign
L Y VWP WV 7 DW D F uWDL O Y O W
cumulative number of foreign �rms will
create positive agglomeration externalities
and make that region more attractive.Many
empirical studies have found that bene�ts
uRP DJJORP uDWLR FR RPL V PRWLYDW
foreign �rms in the same industries to locate
in a speci�c place. For example, Head, Ries
and Swenson (1995; 1999) �nd that new
Japanese �rms prefer to locate near both
Japanese and US �rms in the same industries,
and Crozet, Mayer and Mucchielli (2004) also
�nd a similar evidence about the industrial
concentrations of foreign �rms in France. It is
thus possible to expect a positive relationship
between agglomeration economies and the
likelihood of foreign �rm survival.

0HWKRGV

DWD

7 DWDV W V L W LV VW LV REWDL
uRP W usuLV V uY V FR FW E W
GeneralStatisticsOf�ceofVietnamsince2000.
7 V Du FRPsu VLY V uY V FRY uL J DOO
VWDW W usuLV V R VWDW W usuLV V W DW
have equal or greater than 10 employees, 20%
of sampled non-state enterprises with fewer

W D PsOR V D DOO Ru LJ W usuLV V
DFuRVV suRYL F V D FLWL V L 9L W DP
0Ru RY u LWV OR JLW L DO FDsDFLW L DF
�rm is identi�ed through a unique tax code,
allows a �rm to be followed over time. In this
study, existence is de�ned as the continued
presence of the foreign �rms in Vietnam,
and failure as the �rms’ exit. To identify the
changes of the foreign �rms created in 2000,
W VW LPsO P W D W u VW s suRF u
First, we merge all surveyed foreign �rms
over six years from 2000 to 2005 by using
their tax codes. It is noted that numbers of
foreign �rms that are surveyed in a particular
year include foreign �rms that already started
their operations and still exist until the day of
survey and new foreign entrants of that year.
After merging, we can obtain the longitudinal
information of all foreign �rms during the six
DuV 6 FR E VL J W L RuPDWLR DER W

the year of starting operation, we can keep all
foreign �rms that were created in 2000 and
DY W Lu LVWRu u FRu V uL J W s uLR
2000-2011. In 2000, we have 187 newly-
created foreign �rms. Finally, we measure the
life span of each new foreign �rm.

7 DWDV W DOVR DV V Y uDO OLPLWDWLR V
First, we do not know the identity of the
foreign owners. This prevents us from using
the parents’ characteristics to explain the exit
of subsidiaries. Second, we are not able to
distinguish green�eld and acquisition foreign
entrants. So the study cannot analyze how
the entry mode affects the probability of �rm
survival. Third, we cannot tell mergers and
acquisitions from true exits. This can happen
when a foreign �rm after a period of operation
decides to merge with or to acquire another
foreign �rm. So the identi�ers (tax code) of the
merging �rm or the acquired �rm disappear,
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and they are thus counted as exits in the
dataset while they are in fact still surviving.
Furthermore, there are some foreign �rms that
Dss Du L R V uY D LVDss Du L W
next survey and then reappeared after that.
This can be due to mistakes when conducting
the surveys, or because the �rm did not want
to answer the questionnaire, or many other
u DVR V )Ru W V FDV V W VW V V W
last time the foreign �rms appeared during the
s uLR WR FDOF ODW W Lu OL WLP

6WDWLVWLFDO PRGHO

R Y WLR DO VWDWLVWLFDO P W R V V F
as the method of ordinary least squares, are
ill-suited to deal with duration analysis. The
PDL u DVR LV W DW L RuPDWLR L uDWLR
D DO VLV LV W sLFDOO L FRPsO W $W W WLP R
W V uY W REV uYDWLR V W DW R RW DLO Du
FDOO uLJ W F VRu E FD V W Lu uDWLR V
in fact exceed a given (known) threshold. (see
0DWD D 3RuW JDO : W u Ru
WR PsOR PR OV Vs FLDOO VLJ WR
take this problem into account, which lead us
naturally to the hazard model. The key concept
in the hazard model is the hazard rate which
gives the probability that a unit exits the initial
state within a particular time interval, given
W DW LW V uYLY s WLO W

Following Wooldridge (2002), the
hazard function ) without covariates that
LV W L VWD WD R V uDW R O DYL J s u LW R
time is written:

OLP
S

P
=

∆
≥∆+<≤

= →∆

where is the �rm’s life duration, LV
suREDELOLW VLW FWLR R D S LV
W V uYLYRu FWLR W DW LV W suREDELOLW R

V uYLYL J sDVW WLP (PsLuLFDO VWLPDW V
of either survival or hazard rates can easily be
computed employing respectively the Kaplan-
0 L u VWLPDWRu Ru W OL WDEO P W R RORJ

Usually in economics, we are interested
in hazard functions conditional on a set of
FRYDuLDW V : W FRYDuLDW V R RW F D J
over time, the conditional hazard is:

P
∆

≥∆+<≤
= →∆OLP

And when the covariates change over time,
the conditional hazard is:

[ ] WOLP∆ →

 ≤ ∆ ≥ ∆ =
∆

P t T <+t+ t t, x t+ t
h t; x(t)

However, this study aims at not only
evaluating either survival or hazard rates
but also investigating the in uence of the
covariates on the probability of failure. In other
words, the study will implement a multivariate
model of the survival of foreign �rms. For
this purpose, the proportional hazard model
proposed by Cox (1972) will be applied. The
proportional hazard that a foreign �rm DF V
can be written as:

exp( ;β=

where ) is the baseline hazard function that
LV common toall foreign�rms in thepopulation,
; is a vector of explanatory variables for the
�rm that can be time-invariant or time-variant
covariates, and β is a vector of parameters.
Negative coef�cients equivalent to risk ratios
exp(βX) less than one implies that the hazard
uDW Fu DV V D W suREDELOLW R V uYLYDO
increases, while positive coef�cients and risk
uDWLR Ju DW u W D R LPsO D L Fu DV L W
hazard rate and a decreases in the probability
R V uYLYDO
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Clearly, the baseline hazard function equals
the hazard function for ;  $FFRu L JO
W FW R D LW F D J L D FRYDuLDW LV WR
suR F D FR VWD W suRsRuWLR DO F D J L W
hazard rate. In other words, the hazard subject
DF V LV P OWLsOLFDWLY O suRsRuWLR DO WR W

baseline hazard, and the function exp(βX) was
F RV VLPsO WR DYRL W suREO P R
Y u W u L J JDWLY 3DuDP WuLF suRF u V
require that 0 ) assumes a speci�c form, but
an improper choice of the baseline hazard

FWLR FD suR F u OLDEO Ru VWDEO
estimates. However, this problem can be
solved since the β vector can be estimated
with unspeci�ed hazard baseline function via
the de�nition of the proper partial likelihood
function (Cox, 1972). Thus, a non-parametric
suRF u FD E V WR VWLPDW W FWV
R FRYDuLDW V

Estimation is performed by maximum
likelihood methods. The lifetime variable is
D L Fu DVL J FR W R W DuV W DW D Ru LJ
�rm survives and will be right censored if it
VWLOO V uYLY V WLO W R W s uLR
2005. The hazard rate (dependent variable)
is the probability that a �rm exits its lifetime
s uLR JLY W DW LW V uYLY V s WLOO W ODVW
Du R W s uLR
Following the discussions of the

hypotheses, the explanatory variables are
computed mostly based on the works of Mata
and Portugal (1994; 2000; 2002) and Head H

D (1995) as follows:
• Initial size W PE u R PsOR V

when foreign �rms started operation in

• Current size W F uu W PE u R
PsOR V RY u DuV

• Ownership structure PP YDuLDEO
which takes the value 1 if foreign �rms

are wholly owned by foreign investors, 0
L W Du mRL W Y W u V

• R D LRQ: Dummy variable which takes
the value 1 if foreign �rms are located in
an industrial zoneor anexport processing
zone, 0 otherwise.

• Cultural distance PP YDuLDEO
which takes the value 1 if foreign
L Y VWRuV Du uRP W $VLD FR WuL V
0 otherwise.

• Firm performance: Pro�t before tax.
• Entry rate: the number of new foreign

�rms created in 2000 in the same 2-digit
L VWu

• Industry size: the number of all kinds
of �rms in the industry; and the number
of employees in all kinds of �rms in the
VDP LJLW L VWu

• Location-speci�c characteristics:
L FRP s u FDsLWD E suRYL F PD
FDsLWDO Y ORsP W P DV u E W
PE u R uJuD DW VW WV D

infrastructure conditions proxied by the
LVWD F WR W Du VW ELJ DuERu

• Agglomeration economies: W PE u
of foreign �rms in the same 2-digit
L VWu E suRYL F

With the exception of initial size and entry
rate which refer to the conditions at the time
of the �rm’s entry and the distance to the
Du VW ELJ DuERuV W DW R V RW F D J RY u

time, all variables are time-varying. It means
W DW W FD DY L u W YDO V RY u W
life time of foreign �rms. In some cases, these
variables re ect post-entry decisions and in
other cases they simply re ect the evolution
of the environment. The study speci�es exit
between moment D DV D FWLR R W
L s W YDuLDEO V REV uY DW PRP W
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DPSOH

The sample includes 187 foreign �rms that
entered in Vietnam in 2000. These new foreign
�rms are identi�ed by using the procedures
su YLR VO LVF VV L V FWLR 7DEO D
7DEO su V W VRP VFuLsWLY VWDWLVWLFV R W
VDPsO D W FRuu ODWLR V R W YDuLDEO V

Table 1 shows the statistic descriptions in
2000, except the values of the variable X HQ

size.The �gures show that 83.4% of the total
numbers of entrants are wholly-owned by
foreign investors. This is consistent with the
DuJ P W R 0 u W DW Ru LJ WuL V
in transition economies where institutional
frameworks are only partially reformed, and
W u Ru L FR VLVW W D VWDEO su u WR
establish wholly-owned subsidiaries to reduce
WuD VDFWLR FRVWV 2Y u W DuVR Rs uDWLR
from 2000 to 2005, the ownership structure
of foreign �rms is quite stable. Regarding
W DWLR DOLWL V R Ru LJ L Y VWRuV DuR
83% are Asian investors. Around 50% of new
foreign �rms are located in industrial zones or
export processing zones, and most of them are
Rs uDWL J L PD DFW uL J V FWRu 2 DY uDJ
Ru LJ WuD WV PsOR PsOR V DW
the �rst year of operation. However, there is a
big gap between the minimum and maximum
PE u R PsOR V $W W PL LP P O Y O

entrants employed only 1 employee while
the maximum number is 2627. Over the
twelve years of operation, the �rm size that
LV P DV u E W PE u R PsOR V
increased. In 2011, the average number of
employees was 479, increasing more than
three time as large as the average start-up size.

Sample correlations between the
independent variables are shown in Table 2.
In general, the correlation coef�cients are
low and no serious collinearity problems are
W FW L W u Ju VVLR VWLPDWLR

3DWWHU V RI H LW

The study estimates the probability of �rm
V uYLYDO DW W L u W DJ V E VL J W
Kaplan-Meier estimator. Table 3 shows that
W RY uDOO V uYLYDO uDW LV L W Du
foreign �rms were created, but around 34% of
W P L E Ru W u DF W DJ R W LuW
The highest numbers of foreign �rms exited
the market in the year of entry (19 �rms)
compared with the later years implying that
the �rst year of operation is the most dif�cult
time for new entrants.

7 u V OWV L 7DEO PR VWuDW W DW
larger foreign �rms are likely to live longer
than small foreign �rms in both initial size and
current size. Foreign �rms are de�ned large if
they have equal or more than 100 employees,
otherwise they are considered small. It seems
that the effect of current size on the survival
of foreign �rms is stronger than initial size.
Firms with small current size are more likely
to exit than �rms with small initial size, and
�rms with larger current size have higher
survival rates than �rms with larger initial
size after �ve years of operation. It is noted
that in the �rst year, only 33% of the entrant
had large size but after twelve years, large
�rms accounted for 71% of the total surviving
�rms. This result indicates that post-entry
evolution is an important determinant of �rm
s u RuPD F 0DWD H D

As expected, foreign �rms that entered
under wholly-owned mode are likely to live
longer than joint ventures.After twelve years
R Rs uDWLR R O R mRL W Y W u V
survive while 69% of wholly-owned foreign
�rms can continue their thirteenth year.
In terms of the �rm location, the results
DOVR V ssRuW W sRW VLV W DW ORFDWL J
in industrial zones or export processing
zones increases the likelihood of survival
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of foreign �rms. While only 24% of foreign
�rms located in industrial zones died before
u DF L J W W LuW W Du W LV PE u
is 44% for �rms located outside industrial
zones. Moreover, Kaplan-Meier estimator
shows that foreign �rms belonging to Asian
investors can live longer than �rms owned by
W RW u FR WuL V : u DV R $VLD
�rms can survive until the thirteenth year,

only 48% of foreign �rms owned by other
investors can do that. In addition, the results
and the graphs also show that ownership
VWu FW u DV W VWuR J VW D LPP LDW
effect on the �rm survival compared with
the other indicators. It seems that being a
wholly-owned foreign �rm creates super
D YD WDJ V D L Fu DV V LWV FRPs WLWLY
ess compared with being a joint v W u

7DEOH HVFULSWLYH VWDWLVWLFV

9DULDEOHV 2EV HVFULSWLR $YHUD H 0L 0D

Initial size The no. of employees when foreign �rms
VWDuW Rs uDWLR L

Current size 7 F uu W PE u R PsOR V RY u
DuV

Ownership
VWu FW u

Dummy variable which takes the value 1 if
foreign �rms are wholly owned by foreign
L Y VWRuV L W Du mRL W Y W u V PP YDuLDEO

RFDWLR Dummy variable which takes the value 1
if foreign �rms are located in an industrial
zone or an export processing zone, 0
otherwise

OW uDO
LVWD F

Dummy variable which takes the value 1 if
Ru LJ L Y VWRuV Du uRP$VLD FR WuL V
0 otherwise

Pro�t The pro�t before tax of foreign �rms in
PLOO 91

( Wu uDW The number of new foreign �rms created
L L W VDP LJLW L VWu

1 PE u R DOO
�rms

The number of all kinds of �rms in the
VDP LJLW L VWu

1 PE u R DOO
PsOR V

The number of employees in all kinds of
�rms in the same 2-digit industry.

Income per
FDsLWD

Income per capita (VND/person) in the
province where �rms locate

6W W 1 PE u R uJuD DW VW WV L W
province where �rms locate

LVWD F WR
DuERu

The distance in km to the nearest big
DuERuV E suRYL F

$JJORP uDWLR
FR RPL V

The no. of foreign �rms in the same 2-digit
industries in the province where �rms
ORFDW

YDO V L W Du R
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(PSLULFDO UHV OWV

Table 4 presents the empirical results with
the risk ratios and their YDO : u FDOO W DW
negative coef�cients equivalent to risk ratios

exp(βX) less than one implies that the hazard
uDW Fu DV V D W suREDELOLW R V uYLYDO
increases, while positive coef�cients and risk
uDWLR Ju DW u W D R LPsO D L Fu DV L W

Table 3: Kaplan-Meier estimator for survival function of foreign �rms by different indicators

UDWLR

6DPSOH 6 UYLYDO UDWHV

H

RWDO
)DLO

1HVW

/RVW

OO

�rms

, LWLDO

L H

, LWLDO

L H

XU

L H

XU

L H

2Z HU

V LS

HTXDO

2Z HUV LS

HTXDO

ORFDWH

L ,

/RFDWH

L ,

1RW

VLD

FRX WU

VLD

FRX WU

Year 2000
After 1 year

H HD V

After 3 years

After 4 years
After 5 years

After 6 years
After 7 years

After 8 years
After 9 years
After 10 years

After 11 years

7DEOH &RUUHODWLR V L WKH GDWDVHW

9DULDEOHV

1. Initial size
2. Current size
3. Ownership structure

RFDWLR
OW uDO LVWD F

6. Pro�t
( Wu uDW

8. Number of all �rms
1 PE u R DOO
PsOR V
10. Income per capita

6W W
LVWD F WR DuERu

$JJORP uDWLR
FR RPL V
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hazard rate and a decreases in the probability
of survival. The estimated result show that
the hazard ratios of the variables current size
R QH V L V X X H OR D LRQ D X X D

distance Du O VV W D R D VWuR JO
statistically signi�cant and the hazard ratios
R W YDuLDEO initial size LV Ju DW u W D R
and also statistically signi�cant.

The risk ratio on the variable X HQ

size indicates that foreign �rms with large
current size will face a lower probability of
exit. However, compared with the variables
R QH V L V X X H D R D LRQ, the risk ratio
R W YDuLDEO current size LV P F LJ u
almost equals one. It shows that although current
size has effect on the hazard rate of foreign
�rms, but the effect is not strong. However,
Table 3 shows a big difference in survival rates
estimated by Kaplan-Meier estimators between
�rms with current size less and greater than 100
employees. After twelve years of operations,
81% of large foreign �rms can continue their
sixth year while this number is 47% for small
ones. However, the initial size DV W RssRVLW
E W Y u VPDOO FW R W V uYLYDO R Ru LJ
�rms compared with current size 7 LV u V OW
indicatesthe importance of post-entry growth to
�rm performance on their survival probability.

As expected, the R QH V L V X X H DV
a strong effect on the exit hazard of foreign
�rms in Vietnam. Wholly-owned foreign
�rms face hazard of exit of 43% less than
joint ventures. Consistent with the estimates
by Kaplan-Meier estimator, the ownership has
the strongest effect compared with �rm size
and �rm location. To understand this result
more clearly, it is important to summarize
some stylized facts about the structure of
Ru LJ L Y VWP WV L 9L W DP

During 1990s, joint ventures were the most
FRPPR RuP R Ru LJ L Y VWP W R W
with state-owned enterprises (SOEs) as the
Vietnamese partner. In this period, two-thirds
of total foreign investment commitments were
made with SOEs and only 2% in joint ventures
with private sectors. Because in the early years
D W u W FR RPLF u RuPDWLR L 62(V
were the only legal partners for foreign �rms
VLuL J WR W u DV mRL W Y W u V $W W DW WLP

suLYDW W usuLV V RW R O DFFR W Ru D
small share of the economy but also they were
too small to meet the requirements of large
foreign investors. Moreover, SOEs with their
privileged positions could help foreign �rms
a smooth entry into the Vietnamese market
(Kokko H D , 2003). However, since 2000,
the licensed capital for wholly-owned projects
DV E ODuJ u W D W DW R mRL W Y W u V
One explanation is the amendment to the
Law on Foreign Investment in 1992 which
gave wholly-owned �rms the same status as
mRL W Y W u V ) uW u LW E FRP V DVL u Ru
Ru LJ L Y VWRuV WR DFF VV L RuPDWLR DER W
L Y VWP W YLuR P W L 9L W DP O D L J
WR D u FWLR L W uRO R ORFDO sDuW uV
As a result, by 2011 wholly-owned foreign
�rms accounted for about 75% of foreign
investment in Vietnam (The MPI).

In the context of Vietnam, both the
WuD VDFWLR FRVW W Ru D W u VR uF EDV
view are suitable to explain the entry mode
F RLF V E Ru LJ L Y VWRuV $V D WuD VLWLR
economy, the institutional framework of
9L W DP LV VWLOO L W suRF VV R F D JL J D
R O sDuWLDOO u RuP W u Ru VWDEO
inconsistent and inef�cient. Several important
legal documents, such as the law on the
protection of intellectual property right, were
issued but of low enforcement. Foreign �rms
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L 9L W DP Du W u Ru FR F u DER W W
knowledge diffusion and prefer to internalize
W Lu WuD VDFWLR V ) uW u 9L W DP DV E
characterized by a lack of transparency and a
V uYLF V FWRu WR V ssRuW E VL VV Y ORsP W
(The PCI 2006 Report). Foreign �rms have
dif�culties in access to information about
local economic agents, and domestic �rms
lack knowledge of market mechanism and
inexperience in doing business with foreign
partners. Hence, by setting a wholly owned
V EVL LDu uDW u W D D mRL W Y W u D Ru LJ
�rm can avoid transaction costs relating to
V DuF L J JRWLDWL J D PR LWRuL J ORFDO
sDuW uV

7 V DuJ P WV V JJ VW W DW E L J D
wholly-owned foreign �rm in a transition
country like Vietnam brings foreign �rms
D YD WDJ V W u E L Fu DVL J W V uYLYDO
probability compared with setting up joint
ventures with local partners. However, we
should note that given the dataset, we do not
have information about merger or acquisitions
from true exits. For instance, as joint ventures
often end with one of the partners acquiring
the commonly owned venture, this may lead
to conclude that failure is more likely in case
of a joint venture although the �rm has not
really exit, but it has been bought by one
R W sDuW uV 7 LV suREO P PLJ W LVWRuW
W PsLuLFDO u V OW L PRVW mRL W Y W u V
disappear with this way.

Opposite to our expectation, the R D LRQ R
foreign �rms also has no effect on the survival
of foreign �rms in Vietnam. However, Table
4.3 shows a big difference in survival rates
estimated by Kaplan – Meier estimators
between foreign �rms located and unlocated
in industrial zone. After twelve years of
operation, 76% of foreign �rms located in
industrial zones can continue their thirteenth

year while this number is 56% for the ones
unlocated in industrial zones. It seems that
the policies such as tax priority cannot help
foreign �rms to survive in the market.

7DEOH 7KH GHWHUPL D WV RI H LW KD DUG RI

foreign �rms in Vietnam

Independent Variables Risk ratio
Initial size
Current size
Ownership structure
RFDWLR
OW uDO LVWD F

Pro�t
( Wu uDW
Number of all �rms
1 PE u R DOO
PsOR V
Income per capita
6W W
LVWD F WR DuERu

$ J J O R P u D W L R
FR RPL V
1 PE u R REV
Number of �rms
Number of exit
1ote: + p-value is in the bracket

YDO V Du
L sDu W V V

In the previous part, we have supposed
that besides tax priority and other incentives
foreign �rms are also attracted to locate in
industrial zones due to bene�ts stemming
from agglomeration economies. However, the
statistical insigni�cance of the control variable
DJJ R H D LRQ H RQR LHV V PV WR FR WuD LFW
WR R u su LFWLR 7 LV FR WuD LFWLR FD E
explained by using the works of Shaver and
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)O u D $OFDF u D J
These authors argue that �rms not only capture
bene�ts from agglomeration economies but
DOVR FR WuLE W WR DJJORP uDWLR FR RPL V
Firms would therefore strategically choose
location to gain exposure to others’ localized
knowledge while reducing leakage of their
own knowledge to their competitors. Hence,
once a �rm locates in a certain place where
other �rms already established, the �rm may
obtainbene�tsfromagglomerationeconomies,
W u Ru L Fu DVL J LWV suREDELOLW R V uYLYDO
However, the �rm’s speci�c knowledge can
be spilled over and it bene�ts the proximal
�rms, therefore increasing the competition
and reducing �rm survival probability.
Particularly, if agglomerating �rms are in
W VDP L VWuL V W FRPs WLWLR LV P F
LJ u DV L s W u VR uF V E FRP VFDuF D
their prices are bid up. For example, Baum
and Mezias (1992) show that locating closer
WR RW u RW OV L 0D DWWD L Fu DV V W
survival chance of a hotel, but this bene�t of
agglomeration diminishes when hotel districts
become crowded, exacerbating competition.
The opposite effects of �rm localization
make the variable DJJ R H D LRQ H RQR LHV

statistically insigni�cant.

:LW u Vs FW WR RW u FR WuRO YDuLDEO V
except cultural distance DOO RW u YDuLDEO V
re ecting �rm-speci�c characteristics,
industry-speci�c characteristics, and location
advantages have no statistically signi�cant
effects on the foreign �rm survival. As
su LFW F OW uDO LVWD F DV D FW R W
survival of foreign �rms. Foreign �rms owned
byAsian investors face a hazard of exit of 47%
less than foreign �rms from other countries.
Similarities in culture make foreign investors
easier to understand and cooperate with local

sDuW uV W u Ru u FL J WuD VDFWLR FRVWV
L JRWLDWL J Ru PR LWRuL J ORFDO sDuW uV
This �nding is consistent with the pattern of
foreign investors in Vietnam. For example,
up to the end of 2005, there were seventy �ve
FR WuL V D W uuLWRuL V L Y VWL J L 9L W DP
$PR J W P W PE u R L Y VWRuV uRP
$VLD FR WuL V DFFR W Ru ( uRs

D $P uLFD D DuLEE D R W
total foreign enterprises. The top �ve investors
were Taiwan, South Korea, Japan, Singapore,
and China (The GSO, 2012).

&R FO VLR V

Thisstudyexamines the survival of 187new
foreign �rms that have been established since

L 9L W DP RY u W s uLR
We �nd that more than 10% of new foreign
�rms died during the year of entry and more
W D FD RW u DF W DJ R W LuW
0Ru RY u W V uYLYRuV E FRP ODuJ u L VL
over time. Twelve years after having started,
the average size of new foreign �rms is more
than three times as large as their start-up size.

The Cox proportional hazard model is used
to estimate the effects of �rm size, ownership
structure and �rm location on the survival
of new foreign �rms. The empirical results
show that foreign �rms with growing current
size are more likely to stay in the market for
a longer time. This �nding is consistent with
W VW L V R H D D 0DWD H
D (1995). This result con�rms that the ability
to adapt to new environments and post-entry
growth are important for the survival of new
foreign �rms. We also �nd that by setting up
wholly-owned subsidiaries rather than doing
joint ventures with local partners, foreign
WuD WV FD L Fu DV W Lu V uYLYDO suREDELOLW

E FD V W FD DYRL LJ WuD VDFWLR
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FRVWV DuLVL J uRP V DuF L J JRWLDWL J D
PR LWRuL J ORFDO sDuW uV

However, the study indicates that
preferential polices on taxation and other
L F WLY V FR O RW Fu DV W DLO u
hazard of foreign �rms locating in industrial
zones or export processing zones. In contrast
WR R u su LFWLR DJJORP uDWLR FR RPL V
have no signi�cant effect on �rm survival.
Our explanation to this result is that �rms are
RW R O W u F LY uV E W DOVR W VR uF R
knowledge spillovers. These opposite effects
make the variable DJJ R H D LRQ H RQR LHV

statistically insigni�cant. Moreover, cultural
LVWD F LV R WR DY D VWuR J LPsDFW R
the survival of foreign �rms. Proximities in
culture make it easier for them in cooperating
with local partners; therefore increasing their
success in doing business in a foreign market.

This study contributes to the existing
literature on the �rm survival, especially the
V uYLYDO R Ru LJ V EVL LDuL V L D WuD VLWLR
country just likeVietnam.The empirical results

Du LPsRuWD W Ru PD DJ uV R P OWL DWLR DO
FRPsD L V L YDO DWL J W F D F V R W Lu
V FF VV D LPsO P WL J VWuDW JLF F RLF V Ru
W V uYLYDO R W Lu V EVL LDuL V L D Ru LJ
market. The study suggests that foreign �rms
should establish wholly-owned subsidiaries
uDW u W D mRL W Y W u V WR DYRL WuD VDFWLR
costs arising from imperfect market. The
empirical �ndings could be also useful for the
suRYL FLDO D W RuLWL V L 9L W DP L VLJ L J
sROLFL V WR DWWuDFW PRu Ru LJ Lu FW
investment. Institutions shape the ef�ciency
of markets and in uence �rms’ strategies
and organizational forms (North, 1990). So
it is important to have a stable, ef�cient and
consistent institutional framework that can
u F Ru OLPL DW WuD VDFWLR FRVWV D
under this framework, foreign and local �rms
are treated equally. This creates a fair playing
�eld for all �rms so that they can apply the best
strategies when doing business without being
FR F u DER W WuD VDFWLR FRVWV Ru FRVWV
caused by a weak institutional framework.q

5HIHUH FHV

$OFDF u - D J : RFDWLR strategies and knowledge spillovers”,
0D DJ P W 6FL F YRO R ss
Anderson, E. and Gatignon, H. (1986), “Modes of foreign entry: a transaction cost analysis
D suRsRVLWLR V Journal of International Business Studies ss
Audretsch, D. (1991), “New-�rm survival and the technological regime”, H LH R

Economics and Statistics YRO R ss
Audretsch, D. (1995), “Innovation, survival andgrowth”, International Journal of Industrial
Organization YRO ss
Audretsch, D. and Mamood T. (1994), “The rate of hazard confronting new �rms and plants
L 8 6 PD DFW uL J Review of Industrial Organization YRO ss
Audretsch, D. and Mamood T. (1995), “New �rm survival: new results using a hazard

FWLR Review of Economics and Statistics YRO ss



5 6 5 21 2120 1 17 5 7 21

( (51 / ( 2120 6 5( (1r

Agarwal, R. andAudretsch, D.(2001), “Does entry size matter? The impact of the life cycle
and technology of �rm survival”, The Journal of Industrial Economics YRO ss
Barba Navaretti, G. andVenables,A.J. (2004), “Multinational �rms in the world economies
Princeton and Oxford: Princeton University Press.
Barkema, H., Bell, J and Penning J. (1996), “Foreign entry, cultural barriers, and learning”,
Strategic Management Journal YRO ss
%Du - )LuP u VR uF V D V VWDL FRPs WLWLY D YD WDJ -RX QD R

Management YRO ss
Baum, R. and Wally, S. (2003), “Strategic decision speed and �rm performance”, Strategic
Management Journal YRO R ss
Baum, J. and Mezias, S. (1992), “Localized competition and organizational failure in the
0D DWWD RW O L VWu Administrative Science Quarterly YRO ss
%R L u % V EDD ) $JJORP uDWLR FR RPL V D ORFDWLR F RLF Ru LJ
direct investment in Hungary”, Economics of Transition, YRO R ss
Brainard, S. L. (1997), “An empirical assessment of the proximity-concentration trade-off
between multinational sales and trade”, The American Economic Review YRO R
Brouthers, K. (2002), “Institutional, cultural and transaction cost in uences on entry mode
F RLF D s u RuPD F Journal of International Business Studies YRO R ss

Cave, R. (1998), “Industrial organization and new �ndings on the turnover and mobility of
�rms”, Journal of Economics Literature YRO ss
DY 5 Multinational enterprise and economic analysis R R DPEuL J

8 LY uVLW 3u VV
Cheng, L. and Kwan, Y. (2000), “What are the determinants of the location of foreign direct
investment? The Chinese experience”, Journal of International Economics, YRO ss

Cleves, M., Gould, W., and Gutierrez, R. (2004), “An introduction to survival analysis using
Stata”, College Station, Texas: Stata Press.
Cox, R. D. (1972), “Regression model and life tables”, Journal of the Royal Statistical
Society V uL V % YRO ss
Crozet, M., Mayer, T. and Mucchielli, J. (2004), “How do �rms agglomerate? A study of
FDI in France”, Regional Science and Urban Economics YRO ss
Disney, R., Haskel, J. and Heden, Y. (2003), “Entry, exit and establishment survival in UK
PD DFW uL J The Journal of Industrial Economics R
Dosi, G. (2007), “Statistical regularities in the evolution of industries: a guide through some
evidence and challenges for the theory”, in Malebra, I. and Brusoni, S. (eds) “Perspective
RQ LQQR D LRQ DPEuL J 0$ DPEuL J 93



5 6 5 21 2120 1 17 5 7 21

( (51 / ( 2120 6 5( ( 1r

Dunne, T., Roberts M. and Samuelson, L. (1988), “Patterns of �rm entry and exit in U.S.
PD DFW uL J L VWuL V Rand Journal of Economics YRO ss

7 5RE uWV M. and Samuelson, L. (1989), “The growth and failure of U.S.
PD DFW uL J sOD WV Quarterly Journal of Economics YRO ss

L J - Multinational Enterprises and the Global Economy”, New York:
$ LVR : VO
Evans, D.S. (1987), “The relationship between �rm growth, size, ad age: estimates for 100
PD DFW uL J L VWuL V The Journal of Industrial Economics YRO R
Fotopoulos, G. and Louri, H. (2000), “Location and survival of new entry”, Small Business
Economics YRO ss
General Statistics Of�ce (2004), “ H VL XD LRQ R HQ H LVHV RXJ H HVX V R VX H V

conducted in 2001, 2002, 2003”, Hanoi: Statistical Publishing House.
General Statistics Of�ce (2007), “ H VL XD LRQ R HQ H LVHV RXJ H HVX V R VX H V

conducted in 2004, 2005, 2006”, Hanoi: Statistical Publishing House.
General Statistics Of�ce (2010), “ H VL XD LRQ R HQ H LVHV RXJ H HVX V R VX H V

conducted in 2008, 2009, 2010”, Hanoi: Statistical Publishing House.
General Statistics Of�ce (2000-2011), “Vietnam Statistical Yearbook”, CD-rom, Hanoi:
Statistical, Publishing House.
General Statistics Of�ce website: http://www.gso.gov.vn/default.aspx?tabid=217
Geroski, P. (1995), “What do we know about entry?”, International Journal of Industrial
Organization YRO ss
Hansen, G. and Wernerfelt B. (1989), “Determinants of Firm Performance: The Relative
Importance of Economic and Organizational Factors”, Strategic Management Journal YRO

R ss
Head, K., Ries, J. and Swenson, D. (1995), “Agglomeration bene�ts and location choice:
YL F uRP -DsD V PD DFW uL J L Y VWP WV L W 8 LW 6WDW V -RX QD R

International Economics YRO ss
Head, K., Ries, J. and Swenson, D. (1999), “Attracting foreign manufacturing: investment
suRPRWLR D DJJORP uDWLR Regional Science and Urban Economics YRO ss

Head, K. and Ries, J. (1996), “Inter-city competition for foreign investment: static and
dynamic effects of China’s incentive areas”, Journal of Urban Economics YRO ss

Hennart, J. F. (1991), “The transaction costs theory of joint ventures: an empirical study of
-DsD V V EVL LDuL V L W 8 LW 6WDW V Management Sciences YRO ss
Hymer S. H. (1976), “The International operations of national �rms: a study of direct
R HLJQ LQ HV HQ ”, Cambridge: MIT Press.
-RYD RYLF % 6 O FWLR D W YRO WLR R L VWu Econometrica YRO R



5 6 5 21 2120 1 17 5 7 21

( (51 / ( 2120 6 5( (1r

Kiefer, N. (1988), “Economic duration data and hazard functions”, Journal of Economic
L H D X H YRO ss
Kogut, B. (1989), “The stability of joint ventures: reciprocity and competitive rivalry”,
Journal of Industrial Economics YRO ss
Kogut, B. and Zander, U. (1993), “Knowledge of the �rm and the evolutionary theory of the
P OWL DWLR DO FRusRuDWLR Journal of International Business Studies YRO ss
Krugman, P. (1991), “Geography and Trade” Y Y 8 LY uVLW 3u VV D
Cambridge (MA), London: the MIT Press.
Krugman, P. R. and Maurice, O. (1997), “International Economics”, New York: Addison-
: VO
Kokko, A., Kotoglou, K., and Krohwinkel-Karlsson, A. (2003), “The implementation
of FDI in Vietnam: an analysis of the characteristics of failed projects”, DQVQD LRQD

R R D LRQV YRO R ss
Lawon enterprise income tax, No. 09/2003/QH11 issued on June 17, 2003 by theVietnamese
$VV PEO
YL W DO $ DsWLR R u JJ OD VFDs V Management Science YRO ss

L - )Ru LJ Wu D V uYLYDO FWV R VWuDW JLF F RLF V R s u RuPD F L
international markets”, Strategic Management Journal YRO R ss
0DuV DOO $ 3uL FLsO V R (FR RPLFV R R 0DFPLOOD
Mata, J. and Portugal, P. (1994), “Life duration of new �rms”, The Journal of Industrial
Economics YRO ss
Mata, J., Portugal, P. and Giumaraes, P. (1995), “The survival of new plants: entry conditions
D sRVW Wu YRO WLR International Journal of Industrial Organization YRO ss

0DWD - D 3RuW JDO 3 ORV u D LY VWLW u E Ru LJ WuD WV W LPsDFW R
Wu D sRVW Wu VWuDW JL V Strategic Management Journal YRO ss

Mata, J. and Portugal, P. (2002), “The survival of new domestic and foreign-owned �rms”,
Strategic Management Journal YRO ss
McCoughan P. and Stone, I. (1998), “Life duration of foreign multinational subsidiaries:
evidence from U.K. northern manufacturing industry 1970-93”, International Journal of
Industrial Organization YRO ss
Meyer, K. (1998), “ L H LQ HV HQ LQ H RQR LHV LQ DQVL LRQ”, Cheltenham: Edward
(OJDu
Meyer, K. (2001), “Institutions, transaction costs, and entrymode choice in Eastern Europe”,
Journal of International Business Studies YRO R ss
Meyer, K., Estrin, S., Bhaumik, S. and Peng W. (2009), “Institutions, resources and entry
VWuDW JL V L P uJL J FR RPL V Strategic Management Journal YRO R ss



5 6 5 21 2120 1 17 5 7 21

( (51 / ( 2120 6 5( ( 1r

Michell, W., Shaver, J. and Yeung, B. (1994), “Foreign entrant survival and foreign market
share: Canadian companies’ experience in United States medical sector markets”, Strategic
Management Journal YRO R ss
MPI website: http://www.mpi.gov.vn/portal/page/portal/bkhdt/dtttnn(fdi)
1 OVR 5 D :L W u 6 Q H R X LRQD HR R H RQR L DQJH DPEuL J
Mass: Harvard University Press.
1RuW Institutions, Institutional change, and economic performance”, New
York: Norton.
Oxley, J.E. (1999), “Institutional environment and the mechanism of government: the
impact of intellectual property protection on the structure of inter-�rm alliances”, -RX QD

of Economic Behavior and Organization R
Sharma, A. and Kesner, I. (1996), “Diversifying entry: some ex-ante explanations for post-
entry survival and growth”, Academy of Management Journal YRO ss
Shaver, J.M. and Flyer, F. (2000), “Agglomeration economies, �rm heterogeneity, and
Ru LJ Lu FW L Y VWP W L W 8 LW 6WDW V Strategic Management Journal YRO ss

Shaver, J. (1995), “The in uence of industry growth and foreign entry rate on foreign direct
L Y VWP W V uYLYDO Academy of Management Best Papers Proceedings ss
Sutton, J. (1997), “Gibrat’s legacy”, Journal of Economic Literature YRO ss
Teece, J., Pisano,G.andShuen,A. (1997), “Dynamic capabilities andstrategicmanagement”,
Strategic Management Journal YRO ss
PCI (2006), “The Vietnam Provincial Competitiveness Index 2006: measuring economic
JRY u D F Ru suLYDW V FWRu Y ORsP W 5 sRuW LVV E W 9L W DP RPs WLWLY VV
Initiative (VNCI) and the Vietnam Chamber of Commerce and Industry (VCCI).
Wernerfelt, B. (1984), “A resource-based view of the �rm”, Strategic Management Journal
YRO R ss
:RRO uL J - Econometric analysis of cross sectionandpanel data 0DVVDF V WWV
London, England: The MIT Press.
World Investment Report (1998), “Trends and determinants”, UNCTAD, NewYork: United
1DWLR V
Yamawaki, H. (1997), “Exit of Japanese multinationals inU.S. and Europeanmanufacturing
industries”, in Buckley P. and Mucchielli J. (eds), “Multinational �rms and relocation
Cheltenham:Edward Elgar.
Yof�e,D. (1993), “Foreign direct investment in semiconductors”, in Froot, K. (eds), Foreign
Direct Investment LFDJR 8 LY uVLW R LFDJR 3u VV
= R OLRV $ D <D J - RFDWLR DO W uPL D WV R -DsD V Ru LJ
Lu FW L Y VWP W L L D Asian Paci�c Journal of Management YRO ss


