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,QwurGXFwlrQ

(P LULFDO WXGLH UH DUGLQ WKHU OH I: UOG

7UDGH 2U DQL DWL Q :72 PHPEHU KL KDYH

EHHQ KHDYLO FDUULHG XW IU P WKH HU HFWLYH

of trade since the controversial �ndings of
Rose (2004). What Rose (2004) has found
is that WTO accession has no signi�cant
contribution to countries‘ trade activities.
Since then many scholars (Subramanian và
:HL 7 P HW DO KDYH G QH

researches from different aspects and �gured
XW YDUL X F QYLQFLQ HP LUFLDO HYLGHQFH

DE XW WKH HIIHFW I :72 DFFH L Q Q WKH

upward trade ows, economic growth and
investment ows, especially Foreign Direct
,QYH WPHQW )',

( : ( :
( ( ) ( ( ( )

) : ( : ( )
DR KL +RQ 9LQK

evwuDFw
Despite many researches about the impact of WTO membership on FDI in ow to big

developing countries like China, not many considers Vietnam even the country has become
a member since 2007. Applying Random-effect technique for panel data from 1995 to 2011,
WKH SDSH VW RQ O VXSSR WV WKH SRVLWLYH HIIHFW RI : 2 DFFHVVLRQ RI 9LHWQDP %H LGH

the paper does �nd out new stylized facts and also af�rms previously mentioned ones in
D GHH HU D U DFK 7K H W OL HG IDFW DUH L 7KH EDQNLQJ FULVLV OHDGV WR WKH ULVH LQ

) , LQWR 9LHWQDP LL %,7 EHWZHHQ 9LHWQDP DQG LWV SDUWQHU GRHV KHOS WKH FRXQWU DWWUDFW

PRUH ) , LLL ,QIUDVWUXFWXUH SUR[LHG E 7HOHSKRQH RU ,QWHUQHW XVHU UDWLR RI 9LHWQDP KDV D

signi�cantly positive impact on FDI, (iv) Tax rate reduction brings motivation for investors
DQG Y ,QYHVWRUV GR FDUH PXFK DERXW 9LHWQDP LQVWLWXWLRQ DVSHFWV RI SROLWLFDO VWDELOLW DQG

DEVHQFH RI YLROHQFH UHJXODWRU TXDOLW DQG FRQWURO RI FRUUXSWLRQ DQG WKH HIIHFW RI WKHVH

WKUHH LQVWLWXWLRQ GHWHUPLQDQWV FDSWXUH WKH :72 DFFHVVLRQ LPSDFWV RQ ) ,

.h ruGv :RUOG 7UDGH 2UJDQL]DWLRQ )RUHLJQ LUHFW ,QYHVWPHQW 9LHWQDP

0 ) UHL Q 7UDGH 8QLYHU LW (PDLO FD YLQKIWX DK F P
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7KH LP DFW I :72 DFFH L Q Q )',

KDYH EHHQ F QFHQWUDWHG WU Q O DW F XQWU

OHYHO UDWKHU WKDQ UOG LGH LQ WKH FD H

I WUDGH GXH W WKH GDWD XQDYDLODELOLW

2I DOO F XQWULH H HFLDOO GHYHO LQ

F XQWULH &KLQD DWWUDFW O W I LQWHUH W IU P

HF Q PL W WKDQN W LW ODU H PDUNHW L H DQG

KL K U WK UDWH ;LD LQ KL HP LULFDO

study examining how China’sWTO accession
FKDQ H LQ DUG )', IU P HF Q PLH IU P

W KD LQWHG XW WKH LWLYH

HIIHFW I :72 PHPEHU KL Q &KLQD )',

in ows. He agreed with the point of view that
:72 DFFH L Q L D D I U &KLQD W DWWUDFW

P UH )', DQG K HG WKDW WDULII MXP LQ

WKH U L Q W UHOHYDQW LQ WKH FD H I &KLQD

7KH H ODQDWL Q I U WKH LWLYH LP DFW L WKDW

:72 PHPEHU KL KHO &KLQD LP U YH LW

LQYH WPHQW HQYLU QPHQW DQG DFFH I UHL Q

H UW PDUNHW HD LHU 7KL HQF XUD H

PDUNHW HHNLQ DQG H UW ULHQWHG LQYH W U

W LQYH W LQ &KLQD ) OO LQ ;LD ;X

DQ :DOPDOH HW DO DQG 3KDP

7KL + Q +DQK KDYH DO U YHG WKDW

)', LQW &KLQD KD E WHG KDU O DIWHU WKL

F XQWU M LQHG :72

,Q F QWUD W W YDUL X UH HDUFKH DE XW

WTO accession impact on FDI in ows for
XFK D EL GHYHO LQ F XQWU D &KLQD Q W

PDQ UH HDUFKH I U PDOOHU GHYHO LQ

countries like Vietnam have been done. Most

UH HDUFKH I FX Q WKH FKDQ H LQ HF Q PLF

U WK DQG WUDGH 7KL L LQ F Q WUD W W WKH

dramatic increase in FDI in ows to Vietnam
since this country’s entering WTO in 2007.
FF UGLQ W )L XUH IU P 81&7 ' )',

to Vietnam has risen drastically to more than
6000 million USD in 2007 from only around

PLOOL Q LQ WKH UHYL X HDU ,Q

)', UHDFKHG WKH HDN I QHDUO PLOOL Q

USD. After 2008, FDI reduced but still more
than 5000 million USD. That leads to the
TXH WL Q KHWKHU :72 PHPEHU KL G H

in uence FDI in ows to Vietnam?

In the author’s knowledge, the research
of Pham Thi Hong Hanh (2011) is the �rst
HP LULFDO WXG DE XW WKH HQHUDO LP DFW

of Vietnam’s WTO entry on FDI in ows.
O LQ UDYLW P GHO I U WKH GDWD UDQ H

I DQG F Q LGHULQ )', IU P

partners into Vietnam (ballanced data), she
con�rms about the signi�cantly positive
HIIHFW I :72 PHPEHU KL Q LQ DUG )', W

Vietnam. Her explanation is that the import-
tarriff reduction originated from Vietnam’s
F PPLWPHQW KHO LQYH W U DYH WKHLU

F W IU P LP UWLQ P WLYDWLQ WKHP W

invest more. Depite being considered the �rst
HP LULFDO UH HDUFK WKH D HU FDX H F QFHUQ

DE XW WKH L Q UDQFH I WKH :72 PHPEHU KL

impact from the perspectives of new partners’
)', FUHDWL Q 7KL U EOHP D HDU EHFDX H

The “tariff jumping” theory explains about the negative impact of WTO membership on FDI in ows to China. The WTO
entry leads to the increase in trade (due to the lowering tariff and other barriers), de-motivating “Tariff-jumping” FDI inves
W U K DUH LQWHUH WHG LQ LP OHPHQWLQ )', W DY LG LP UW WDULII

Development Strategy Institute (2008) in the report “Evaluating the impact of WTO accession on Vietnamese economy by
applying Computable General Equilibrium (CGE) method” points out that entering WTO has positively affected economic
growth, export and investment. However, the evidence for investment ows (especially FDI) is still ambiguous. MUTRAP
(2008) also published the report “Evaluating the comprehensive impact after VN becomes a WTO member on the change
in export, import and institution” without much information for FDI. Also stressing on trade, Valin and Boumellasa (2008)
applying a dynamic multi-region sector CGE indicates that Vietnam gains fromWTO accession for goods commitments, but
this bene�t heavily depends on textile and apparel sectors.
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3KDP 7KL + Q +DQK MX W X H WKH GDWD I U

countries who have been Vietnam’s partners
I U WKH K OH UH HDUFK HUL G IWHU 3KDP

7KL + Q +DQK 1 X HQ 'LQK &KLHQ

LQ KL UH HDUFK MX W F QFOXGH DE XW

the increase in FDI in ows to North Central
Region and South Central Coast, but not the
overall country after Vietnam joined WTO
LQ %H LGH WKH H W WXGLH WKH P W

UHFHQW D HU WKH DXWK U L D DUH I L I + DQ

&KL &X Q & Q WUXFWLQ D UDYLW

P GHO I U WKH HUL G IU P W I

18 Vietnam’s major country partners, he
GL F YHUHG F Q L WHQW UH XOW DE XW WKH LWLYH

impact of WTO membership on FDI in ows
to Vietnam. According to Hoang Chi Cuong

WKHUH DUH W FKDQQHO WKU X K KLFK

WTO membership affects FDI in ows. The
�rst is thatWTO accession is accompanied by
the tariff reduction, which bene�ts imports of
LQYH W U LYH WKHP L QDO DE XW WKH P UH

OLEHUDO OLFLH I K W F XQWULH DQG UHD XUH

them about the future pro�ts as well. The
HF QG L WKDW:72PHPEHU KL UH UH HQW WKH

commitments of host countries’ government
DE XW OLF WDELOLW UHGLFWDELOLW DQG G

YHUQDQFH OO I WKH H P WLYDWH LQYH W U

to put more money into Vietnam. Even the
PHFKDQL P DUH H ODLQHG FOHDUHU WKH UH XOW

I + DQ &KL &X Q FDX H HOHFWL Q

ELD D P W I PHQWL QHG DUWQHU DUH

GHYHO HG F XQWULH 7KL DO L Q UH WKH

effect of smaller partners and “new” partners
since Vietnam enters WTO. Besides these
three papers, the author doesn’t perceive any
WKHU HP LULFDO D HU DE XW WKL L XH

7 QDUU WKH D WKH D HU G H IXUWKHU

UH HDUFK Q WKH HIIHFW I :72 PHPEHU KL

of Vietnam on FDI in ows for a larger
DP OH F YHULQ DOO DUWQHU I U WKH

period from 1995 to 2011 and af�rms that
:72 PHPEHUVKLS RI 9LHWQDP GRHV KHOS

WKH FRXQWU WR DWWUDFW PRUH ) , %H LGH

PH QH W OL HG IDFW KDYH EHHQ I XQG

out and some have been con�rmed. These
LQFOXGH L 7KH EDQNLQ FUL L LQ OHDG

to the increase in FDI into Vietnam, (ii) BIT

)lJXuh )ruhlJQ luhFw ,QyhvwphQw lQwr 9lhwQDp Iru wKh ShulrG rI

8QLW 0LOOLRQ 86

LQ FXUUHQW ULFH DQG H FKDQ H UDWH

6RXUFH 81&7 2QOLQH 6WDWLVWLF DWDEDVH
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between Vietnam and its partner (country
L G H KHO DWWUDFW )', LLL ,QIUD WUXFWXUH

U LHG E 7HOH K QH DQG ,QWHUQHW X HU

ratio) of Vietnam has a signi�cantly positive
LP DFW Q )', LY 7D UDWH UHGXFWL Q EULQ

P WLYDWL Q I U LQYH W U DQG Y ,QYH W U

do care much about Vietnam institution
aspects of Political Stability and Absence of
Violence, Regulatory Quality and Control
I & UUX WL Q DQG WKH HIIHFW I WKH H WKUHH

LQ WLWXWL Q GHWHUPLQDQW FD WXUH WKH :72

DFFH L Q LP DFW Q )',

7KH UHPDLQGHU I WKH D HU L U DQL HG

as follows. Section 2 presents the data. Next
HFWL Q L DE XW WKH HP LULFDO WUDWH LH

Section 4 shows the main results and
robustness checks. The �nal section is the
F QFOX L Q

DwD

This section discusses brie y about the
GDWD W F Q WUXFW WKH DP OH LWK WKH UDQ H

IU P W

) , GDWD 7KH DXWK U F OOHFW WKH GDWD IU P

country i to Vietnam at time t from different
reputable sources such as Vietnam General
Statistis Of�ce (GSO) - Statistical Year Book,
Ministry of Planning and Investment, ASEAN
Statistical Year Book, Nguyen Thanh Xuan
DQG XTLQ ;LQ DQG 3KDP 7KL + Q

+DQK

: 2 PHPEH VKLS 7KL H ODQDW U

variable is constructed using the of�cial
LQI UPDWL Q IU P :72 HE LWH :72

LW
DQG

:72
YQW

DUH W GXPPLH KLFK DUH HTXDO

to one since the year of country i/Vietnam’s
EHF PLQ :72 PHPEHU DQG HU WKHU L H

RXQW FKD DFWH LVWLFV HDUO GDWD I U

country i andVietnam such as Gross Domestic
3U GXFW *'3 ,QIUD WUXFWXUH PHD XUHG E

WKH WHOH K QH X HU UDWL ,QWHUQHW X HU UDWL

QXPEHU I DLU UW GH DUWXUH /DE U TXDOLW

PHD XUHG E QXPEHU I HF QGDU FK O

graduation people), In ation, Interest rate and
7D UDWH DUH U YLGHG E : UOG %DQN 7KH

Real Exchange rate is taken from Bruegel
( FKDQ H UDWH GDWD I 'DUYD

LPH LQYD LDQW GDWD: Variables such
D 'L WDQFH 'L W

LYQ
DQG & PP Q % UGHU

& QWL
LYQ
) are from the Institute for Research

Q ,QWHUQDWL QDO (F Q P &(3,,

LVLV GDWD )U P WKH EDQNLQ FUL L I

Laeven and Valencia (2012), the dummy
&UL L

LW
L F Q WUXFWHG LWK WKH YDOXH I QH

IU P WKH HDU WKDW F XQWU L L DIIHFWHG E WKH

EDQNLQ FUL L XQWLO LW L Q W DIIHFWHG DQ P UH

7KH YDOXH L HTXDO W HU WKHU L H

,QWH DWLRQ GDWD ,
LYQW

DQG ( 1
L

'DWD I U %LODWHUDO ,QYH WPHQW 7UHDWLH EHW HHQ

Vietnam and its partners is supplied by United
1DWL Q & QIHUHQFH Q7UDGH DQG 'HYHO PHQW

81&7 ' WDWL WLF LQ ,QI UPDWL Q

about ASEAN members is taken directly
from the website of ASEAN Secretariat. The
2 HQQH L IU P 3HQQ : UOG 7DEOH

,QVWLWXWLRQ GDWD: Indexes for countries’
institution such as Political Stability and
Absence of Violence (3UVSY

LW
DQG 3UVSY

YQW

Regulatory Quality (3UVUT
LW
DQG 3UVUT

YQW

& QWU O I & UUX WL Q 3UVFF
LW
DQG 3UVFF

YQW

Voice and Accountability (3UVYD
LW
DQG

3UVYD
YQW

* YHUQPHQW (IIHFWLYHQH 3UVJH
LW

DQG 3UVJH
YQW

and Rule of Law (3UVUO
LW
DQG

3UVUO
YQW

are from the PRS Group 2012.

WKH YHUOD LQ LQ WKH GDWD IU P GLIIHUHQW XUFH D HDU WKH UL ULW LOO I OO WKH DE YH OL WHG UGHU
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(pSlulFDo vwuDwhJlhv

7KH UDYLW P GHO L D OLHG W F Q LGHU

the impact of WTO accession on FDI in ows
to Vietnam. The main empirical speci�cation
I U UDQG P HIIHFW P GHO I U DQHO GDWD L D

I OO

/RJ) ,  :72 :72 /RJJGSYQWLYQW LW LW

/RJJGS /RJGLVWYQW LYQ

&RQWLJ /RJH[FKDQJHUDWHLYQ LW

/RJH[FKDQJHUDWH &ULVLVYQW LW

&ULVLV /DJ FULVLVYQW YQW

/DJ FULVLV :YQW M LYQW LYQW

α α β

β β

β β

β β

β β

β γ ε

KHUH L GHQ WH F XQWU L YQ GHQ WH

Vietnam, t is year t.

/R ) ,
LYQW

is the FDI in ow from country i
to Vietnam in year t;

:WR
LW
: 2

YQW
L D GXPP YDULDEOH KLFK

is equal to 1 if country i/Vietnam is a GATT/
:72 PHPEHU LQ HDU W DQG WKHU L H

/R * 3
LW
/R * 3

YQW
GHQ WH WKH O

gross domestic product of country i/Vietnam
LQ HDU W

/R LVW
LYQ

L WKH O GL WDQFH EHW HHQ

country i and Vietnam;

RQWL
LYQ

L D GXPP YDULDEOH LWK WKH

value of 1 if country i and Vietnam have
F PP Q E UGHU DQG WKHU L H

/R H FKDQ H DWH
LW
/R H FKDQ H DWH

YQW
L

WKH QDWXUDO O DULWKP I UHDO H FKDQ H UDWH I

the currency of country i/Vietnam against the
US. Dollars in year t (2007 is the base year);

LVLV
LW

LVLV
YQW
L D GXPP YDULDEOH KLFK

is equal to one if country i/Vietnam is affected
IU P D EDQNLQ FUL L LQ HDU W DQG HU

WKHU L H

:lyQw L D YHFW U LQFOXGLQ WKH I OO LQ

YDULDEOH

,
LYQW

L D GXPP YDULDEOH KLFK L HTXDO

to one if a BIT between country i and Vietnam
L HQI UFHG LQ HDU W DQG HU WKHU L H

VHDQ
L
L D GXPP YDULDEOH KLFK L HTXDO

to one if country i is an ASEAN member;

HOHSKRQH
LW

HOHSKRQH
YQW
L WKH HUFHQWD H

of telephone users in country i/Vietnam in
HDU W

,QWH QHW
LW
,QWH QHW

YQW
L WKH HUFHQWD H I

internet users in country i/Vietnam in year t;

/R DL SR WGHSD W
LW
/R DL SR WGHSD W

YQW
L

WKH O I WKH QXPEHU I DLU UW GH DUWXUH I

country i/Vietnam in year t;

/R QHGXFDWLRQ QG
LW
/R QHGXFDWLRQ QG

YQW

L WKH QXPEHU I HF QGDU FK O UDGXDWH

D DWH
LW

D DWH
YQW
is the tax rate (of pro�t)

in country i/Vietnam in year t;

In ation
LW
/In ation

YQW
is the in ation rate

of county i/Vietnam in year t; Dif�n ation
LYQW

is the difference in in ation between country
i and Vietnam;

5HDOLQWH HVW DWH
LW
5HDOLQWH HVW DWH

YQW
L WKH

real exchange rate of country i/Vietnam in
HDU W

2SHQ
LW
2SHQ

YQW
GHQ WH WKH HQQH I

country i/Vietnam in year t;

Laeven and Valencia (2012) consider a country being affected by a banking crisis when two conditions are met. (i) There
exist signi�cantly negative changes in the banking system (such as loss, reduction in liability) and (ii) The government has
LP UWDQW EDQNLQ OLF LQWHUYHQWL Q LQ UH Q H W WKH DE YH QH DWLYH FKDQ H LQ WKH WHP %D HG Q WKH H W F QGL

tions, Vietnam is only regarded by Laeven and Valencia (2012) to be affected by banking crisis in 1997, but not 2008.
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DGHRI GS
LW

DGHRI GS
YQW

L WKH UDWL I

WUDGH DQG U G PH WLF U GXFW I F XQW L

Vietnam in year t;

3 VYD
LW
3 VYD

YQW
is the index of Voice and

Accountability of country i/Vietnam in year t;

3 V H
LW
3 V H

YQW
L WKH LQGH I * YHUQPHQW

Effectiveness of country i/Vietnam in year t;

3 VFF
LW
3 VFF

YQW
L WKH LQGH I & QWU O I

Corruption of country i/Vietnam in year t;

3 V T
LW
3 V T

YQW
is the index of Regulatory

Quality of country i/Vietnam in year t;

3 VSY
LW
3 VSY

YQW
L WKH LQGH I 3 OLWLFDO

Stability and Absence of Violence of country
i/Vietnam in year t;

3 V O
LW
3 V O

YQW
is the index of Rule of Law

of country i/Vietnam in year t.

The coef�cient of interest in the previous
HTXDWL Q L KLFK PHD XUH WKH HIIHFW I

Vietnam’sWTOmembership on FDI in ows. If
theWTOmembershipdoeshelpVietnam attract
more FDI, this coef�cient will be positive.

7DEOH UH HQW WKH XPPDU WDWL WLF

of the main variables (See Appendix for
LQI UPDWL Q I IXUWKHU YDULDEOH

7Deoh 6XppDu 6wDwlvwlFv rI0DlQ 9DulDeohv

5hvXowv

The �rst results of the WTO membership
effect on FDI in ows to Vietnam are shown
on Table 2. In all estimations, the identi�er
,G LQ WKH E WW P I WKH WDEOH UHIHU W WKH

individual identi�er i-vn-t, for home country
i, host country Vietnam and year t. The sample
F YHU DOO E HUYDWL Q 7KH H WLPDW U

for for both Fixed effect (FE) and Random
effect (RE) model are displayed. Both models

show relatively consistent coef�cents, but a
difference in the signi�cance level of Loggdp.
However, I do follow RE results due to the RE
DFFH WDQFH IU P +DX PDQ WH W

DVHOLQH HVXOWV

%D HOLQH H WLPDWL Q UH XOW I U WKH

GDWDED H I E HUYDWL Q DUH UH HQWHG

in Section 4.1. The basic variables are WTO
membership (WTOit và WTOvnt), Gross
Domestic Products (Loggdpit và Loggdpvnt),
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7Deoh %DvholQh uhvXowv Iru ) ,

/rJ) ,lyQw

:WR
LW

:WR
YQW

/RJJGS
LW

/RJJGS
YQW

/RJGLVW
LYQ

&RQWLJ
LYQ

&ULVLV
LW

&ULVLV
YQW

/DJ FULVLV
YQW

/DJ FULVLV
YQW

/RJH[FKDQJHUDWH
LW

/RJH[FKDQJHUDWH
YQW

%,7
LYQW

1 I 2E

R-square
1 I ,G

7 H )( )( RE RE

(Dependent variable is Natural logarithm of FDI from country i to Vietnam at year t. The panel techniques of

Fixed effect and Random effect are applied. Id denotes country i. ***/**/* present signi�cant level of t-statistics

DW OHYHO
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Distance between Vietnam and its partner
F XQWU L / GL WLYQ & PP Q % UGHU

GXPPLH & QWL LYQ &UL L &UL L LW DQG

&UL L YQW /D FUL L YQW DQG /D FUL L YQW

and Real Exchange Rate (Logexchangerateit
DQG / H FKDQ HUDWHYQW

7DEOH K WKH H WLPDWL Q UH XOW D O LQ

W DQHO GDWD WHFKQLTXH I )L HG HIIHFW )(

and Random effect - RE for the basic variables
& OXPQ DQG DQG I U DGGLWL QDO

GXPPLH I L QLQ ELODWHUDO LQYH WPHQW

treaties between Vietnam and country i at
WLPH W %,7

LYQW
& OXPQ DQG 7KH L Q

magnitude and signi�cance of coef�cients for
:72 &UL L DQG %,7 DUH UHODWLYHO F Q L WHQW

I U E WK WHFKQLTXH ,Q F QWUD W WKH GLIIHUHQFH

in the signi�cance level of coef�cients for other
WLPH YDULDQW YDULDEOH H HFLDOO / G L

TXLWH FOHDU % WK / G
YQW

DQG / G
LW
DUH

signi�cant in RE-applying results while these in
)( D O LQ QH DUH Q W ,Q DGGLWL Q GXH W LW

own nature, RE-applying estimations show the
coef�cients of time-invariant variables such as
/ GL W DQG& QWL ) U WKH XU H I HOHFWLQ

EHWWHU WHFKQLTXH , FDUU XW +DX PDQ WH W 7KH

UH XOW I WKL WH W supportsRE technique.Hence,
LQ WKH I OO LQ HFWL Q I WKL D HU , LOO

consider the RE-applying results for analysis.
7KH GHWDLO I U ED LF YDULDEOH DUH D

I OO

) U: 2PHPEH VKLS :72
LW
vàWTO

YQW

the results fromTable 2 indicate thatVietnam‘s
:72 DFFH L Q G H KDYH D LWLYH LP DFW

on FDI in ows to the country (at 5%
signi�cant level). WTO membership leads
W WKH UL H I DE XW (

and (Exp(0.6)-1)) in FDI ows into Vietnam

(for the WTO coef�cients of about 0.5-0.6).
On the contrary, Vietnam partners' WTO
accession has no signi�cant effect on the
F XQWU )', 7KL F XOG EH H ODLQHG E WKH

IDFW WKDW P W DUWQHU GLG HQWHU :72 EHI UH

WKH WDUWLQ HDU I WKH UH HDUFK XW

I DUWQHU KDYH EHF PH :72 PHPEHU

EHI UH KLOH QO M LQ:72 GXULQ WKH

HUL G I 7KDW PDQ F XQWULH LQ

WKH DP OH DUH PHPEHU UHODWLYHO O Q EHI UH

EYL X O KD Q EL LP DFW Q )',

7 PDNH LW FOHDU DE XW WKH HIIHFW I :72

DFFH L Q , G F Q LGHU WKH F QWU O I UH

:72 YDULDEOH DQG HDU EHI UH WKH HDU

I HQWHULQ :72 :W
L W

:W
YQ W

:W
L W

và
:W

YQ W
'H LWH WKH H HFWDWL Q DE XW WKH

LEOH HIIHFW I UH DULQ I U:72 DFFH L Q

7DEOH K WKDW WKDW UH DUDWL Q KD Q

signi�cant impact on FDI. However, WTO
PHPEHU KL :W

YQW
LWLYHO DIIHFW )',

into Vietnam. This brings further evidence for
WKH U OH I :72 DFFH L Q W )', DWWUDFWL Q

) U / G
LW
DQG / G

YQW
UH HQWLQ

I U 0D NHW VL H), results for Random effect in
Table 2 illustrate that as GDPfromVietnam, as
well as its partner increases by 1%, Vietnam‘s
)', UL H + HYHU WKH HIIHFW IU P WKH FKDQ H

in Vietnam‘s GDP is stronger than that in its
partner's. As Vietnam‘s GDP rises by 1%,
FDI into Vietnam boosts by 0.8 to 0.9%. As
country i‘s GDP rises by 1%, FDI just goes up
E W 7KH H LWLYH LP DFW DUH

F Q L WHQW LWK KDW DUH H HFWHG IU P UDYLW

P GHO WKH PDUNHW L H I K W F XQWU

(like Vietnam) gets larger, more opportunities
for sales and pro�ts for enterprises will appear.

& QWDFW WKH DXWK U I U +DX PDQ WH W UH XOW

7KH LWLYH LP DFW I PDUNHW L H U LHG E O G Q )', I U DQHO GDWD L WU Q O X UWHG E LHGX

Mohammed and Sidiropoulos (2010), Vijayakumar et. al. (2010) and Botrić and Šku ić (2006).
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7KDW LOO DWWUDFW LQYH W U H HFLDOO PDUNHW

HHNLQ QH

The sign, magnitude and signi�cance level
I LVWDQFH / GL W

LY
LQGLFDWH WKH QH DWLYH

HIIHFW I WKH FKDQ H LQ GL WDQFH EHW HHQ

Vietnam and its partner on FDI in ows to
Vietnam. If distance goes up by 1%, FDI
UHGXFH E 7KL QH DWLYH LP DFW I

GL WDQFH L DO F Q L WHQW LWK UDYLW P GHO

The increase in distance re ects the rise in
WUDQ UWDWL Q F W GL F XUD LQ LQYH W U

LQ WKHLU LQYH WPHQW DFWLYLWLH + HYHU

despite the above signi�cant consistency of
GL WDQFH WKH WKHU YDULDEOH UH UH HQWLQ I U

WUDQ UWDWL Q F W XFK D F PP Q E UGHU

(Contig) has no signi�cant in uence on FDI
into Vietnam. This could be explained by the

IDFW WKDW Q W PDQ DUWQHU LQFOXGHG LQ WKH

sample share common borders with Vietnam.

) U LVLV YDULDEOH &UL L
LW
và Crisis

YQW

WKH LP DFW Q )', Q 7DEOH L HQWLUHO

GLIIHUHQW IU P H HFWDWL Q :KLOH FULVLVHV

IURP FRXQWU L KDV QR FRQVLGHUDEOH LPSDFW

WKH EDQNLQJ FULVLV LQ OHDGV WR WKH ULVH LQ

) , WR 9LHWQDP 7KL HIIHFW WLOO H L W HYHQ

after 1 year and 2 year - delays of Vietnamese
FUL L LQ DUH F QWU OOHG /D FUL L

YQW

DQG /D FUL L
YQW

+ HYHU WKH LP DFW I

Vietnamese crisis‘s 2-year delays is different
IU P WKDW I WKH FUL L LW HOI :KLOH WKH FUL L

OHDG W WKH LPPHGLDWH UL H LQ )',

in ows, its effect after 2 years has changed,
PDNLQ )', IDOO

7KH LP DFW I EDQNLQ FUL L LQ

7Deoh %DvholQh uhvXowv Iru ) , FrQwuroolQJ Iru DQG hDu GhoD rI hQwhulQJ:72

/rJ) ,lyQw

:WR
LW

:WR
YQW

:WR
L W

:WR
YQ W

:WR
L W

:WR
YQ W

1 I 2E

1 I ,G

%,7 1 H 1 1 H 1

ASEAN 1 1 H 1 1 H

(Dependent variable is Natural logarithm of FDI from country i to Vietnam at year t. The panel techniques of
Fixed effect and Random effect are applied. Id denotes country i. ***/**/* present signi�cant level of t-statistics
at %/5%/10% level. Variables of Loggdpit, Loggdpvnt, Contigivn, Crisisit, Crisisvnt, Lag1crisisit, Lag2crisisvnt,
/ H FKDQ HUDWHLW / H FKDQ HUDWHYQW DUH DO F QWU OOHG I U
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7Deoh 5hvXowv FrQwuroolQJ Iru Fulvhv

/rJ) ,lyQw

:WR
LW

:WR
YQW

/RJJGS
LW

/RJJGS
YQW

/RJGLVW
LYQ

&RQWLJ
LYQ

&ULVLV
LW

&ULVLV
YQW

/DJ FULVLV
YQW

/DJ FULVLV
YQW

YQ

/DJ G
YQ

/DJ G
YQ

/RJH[FKDQJHUDWH
LW

/RJH[FKDQJHUDWH
YQW

1 I 2E

R-square
1 I ,G

7 H )( )( )( RE RE RE

(Dependent variable is Natural logarithm of FDI from country i to Vietnam at year t. The panel techniques of
Fixed effect and Random effect are applied. Id denotes country i. ***/**/* present signi�cant level of t-statistics
DW OHYHO
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Vietnam on FDI could be explained that the
private capital ows heavily affected by the
EDQNLQ FUL L L PDLQO K UW WHUP QH XFK

D ) UHL Q 3 UWI OL ,QYH WPHWQ )3, UDWKHU

WKDQ XFK D O Q WHUP D )', 'XULQ WKL

time, Vietnam almost attracts and receives
private ows under the category of FDI,
hence, the negative impact on FDI to Vietnam
doesn‘t signi�cantly exist. In addition, due
W EHLQ OH QH DWLYHO DIIHFWHG E WKH

crisis, Vietnam even receives more FDI from
LQYH W U K KLIW IU P WKHU LDQ KHDYLO

DIIHFWHG F XQWULH 7KL L X UWHG E WKH

fact that FDI into Vietnam in 1997 is mainly
from Asian countries (Thailand, Singapore,
,QG QH LD + HYHU DIWHU HDU WKH

spread out of negative in uence of the world
�nancial crisis does make investors hesitate
LQ LQYH WLQ LQW LDQ PDUNHW LQ HQHUDO DQG

Vietnam in particular.

Regarding the crisis in 2008, according to
Laeven and Valencia (2012), Vietnam is not
UH DUGHG W EH DIIHFWHG E WKL FUL L GXH W

Q W PHHWLQ W F QGLWL Q I U LP UWDQW

EDQNLQ FUL L 7KHUHI UH WKH LP DFW I

FUL L L QO WDNHQ LQW F Q LGHUDWL Q IU P WKH

perspectives of Vietnam‘s partners, but not
Vietnam itself. However, to make clearer the

LEOH HIIHFW I WKL FUL L WKH DXWK U DO

F QWU O I U WKH GXPP YDULDEOH I WKH FUL L

2008 for Vietnam (D2008
YQ

DQG LW DQG

HDU GHOD /D G
YQ

và Lag2d2008
YQ

7KH UH XOW LQ 7DEOH K Q LP DFW I WKH H

variables on FDI into Vietnam and no much
GLIIHUHQFH EHW HHQ W FD H I Q W LQFOXGLQ

DQG LQFOXGLQ WKH H YDULDEOH

Regarding 5hDo ( FKDQJh 5Dwh D DLQ W

the United States Dollars) of Vietnam
/ H FKDQ HUDWH

YQW
DQG LW DUWQHU

/ H FKDQ HUDWH
LW

WKH FKDQ H LQ UHDO

exchange rate doesn‘t have signi�cant impact
on FDI into Vietnam.

2WKH HVXOWV

D 2SHQQHVV DQG LQWHJUDWLRQ

7DEOH DQG HQGL LOOX WUDWH WKH LP DFW

I IXUWKHU LQWH DWLRQ U LHG E D %LODWHUDO

Investment Treaties (BIT) between Vietnam
and country i or country i being ASEAN
member on FDI into Vietnam. The openness is
U LHG E 2SHQ 2 HQ

LW
DQG 2 HQ

YQW
U DGH

RI * 3 7UDGH I G
LW
DQG 7UDGH I G

YQW
7KH

HIIHFW I WKH H W U LH DUH LQGLFDWHG LQ

& OXPQ DQG

& OXPQ DQG LQ 7DEOH UH HQW

WKDW D %,7 EHWZHHQ 9LHWQDP DQG LWV SDUWQHU

%,7
LYQW

OHDGV WR WKH LQFUHDVH ) , E

(For the coef�cients of BIT are of 0.8-
0.9%) (at the signi�cance level of 5%). This
impact is bigger than that of Vietnam’s WTO
PHPEHU KL 7KH H ODQDWL Q L WKDW KLOH

%,7 LWK U P WL Q DQG U WHFWL Q F QGLWL Q

directly covering investors’ activities, WTO
GH LWH LW LQYH WPHQW UHODWHG DUWLFOH

focuses mainly on trade. Therefore, investors’
behaviors will be affected more by a country’s
HQWHULQ %,7 WKDQ :72 ,Q F QWUD W W %,7

ASEAN membership of Vietnam’s partner
(country i) has no signi�cant effect on FDI.
,Q E WK FD H I F QWU OOLQ I U %,7 DQG

ASEAN,WTOmembership of Vietnam is still
signi�cantly positive. This further proves for
WKH U OH I :72 LQ )', LQFUHD H

In addition to Real Exchange Rate, other macroeconomic variables such as In ation, Difference in In ation and Real Interest
Rate are also considered. However, their effects on FDI into Vietnam are unclear (shown in Appendix).
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) U HQQH WKDW I U F XQWU L KHO W

boost FDI into Vietnam. On the contrary,
Vietnam’s openness for both proxies has no
signi�cant effect on FDI.

(See Appendix for details of ASEAN and
openness’ impacts on FDI).

E ,QIUDVWUXFWXUH DQG ODERU

,QIUD WUXFWXUH DQG ODE U DUH W

determinants re ecting host countries’
X UW I U LQYH W U W UHGXFH WKHLU F W

DQG LQFUHD H WKH LELOLW I UHFHLYLQ

LQI UPDWL Q , X H WKUHH GLIIHUHQW U LH I U

7Deoh 5hvXowv FrQwuroolQJ Iru lQIuDvwuXFwXuh DQG oDeru

/rJ) ,lyQw

:WR
LW

:WR
YQW

/RJH[FKDQJHUDWH
LW

/RJH[FKDQJHUDWH
YQW

7HOHSKRQH
LW

7HOHSKRQH
YQW

,QWHUQHW
LW

,QWHUQHW
YQW

/RJDLUSRUWGHSDUW
LW

/RJDLUSRUWGHSDUW
YQW

/RJQHGXFDWLRQ QG
LW

/RJQHGXFDWLRQ QG
YQW

1 I 2E

1 I ,G

(Dependent variable is Natural logarithm of FDI from country i to Vietnam at year t. The panel techniques of
Fixed effect and Random effect are applied. Id denotes country i. ***/**/* present signi�cant level of t-statistics
at %/5%/10% level. Variables of Loggdp

LW
/ G

YQW
& QWL

LYQ
&UL L

LW
&UL L

YQW
/D FUL L

LW
/D FUL L

YQW

/ H FKDQ HUDWH
LW
/ H FKDQ HUDWH

YQW
DUH DO F QWU OOHG I U
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LQI DVW XFWX H LQFOXGLQ 7HOH K QH 8 HU

Ratio (Telephone
LW

7HOH K QH
YQW

,QWHUQHW

User Ratio (Internet
LW
,QWHUQHW

YQW
DQG 1XPEHU

I LU UW 'H DUWXUH / DLU UWGH DUW
LW

/ DLU UWGH DUW
YQW

W HH WKH F Q L WHQF

I WKH LP DFW I LQIUD WUXFWXUH Q )',

DQG WKH U I ODER WKDW L 1XPEHU

of Secondary School Graduation People
/ QHGXFDWL Q QG

LW
/ QHGXFDWL Q QG

YQW

Regarding infrastructure, two proxies of
7hohSKrQh 8vhu 5Dwlr DQG ,QwhuQhw 8vhu
5Dwlr for both Vietnam and country i have a
positive impact on FDI into Vietnam and that
effect forVietnam is higher than that of country
L HH & OXPQ DQG LQ 7DEOH

WHOH K QH X HU UDWL LQFUHD H E LQ F XQWU

i/Vietnam, FDI will go up correspondently by
) U LQWHUQHW WKH LQFUHD H

LOO EH 7KH H HIIHFW DUH

F Q L WHQW LWK KDW DUH H HFWHG 7KH

F XOG EH H ODLQHG WKDW WKH UL H LQ WHOH K QH

DQG LQWHUQHW X HU UDWL PDNH LW HD LHU I U

LQYH W U W G WKHLU WUDQ DFWL Q UHGXFLQ

WKHLU WUDQ DFWL Q F W DQG HQF XUD LQ WKHP

W LQYH W P UH 'LIIHUHQW IU P WKH DE YH W

U LH QO 1XPEH RI L SR W HSD WX HV

of country i signi�cantly and positively affects
)', ,Q 7DEOH & OXPQ D QXPEHU I DLU

departures of country i rises by 1% (re ecting
WKH WUDQ UWDWL Q F QYHQLHQFH I U LQYH W U

IU P F XQWU L LQIUD WUXFWXUH U LH DUH

controlled for, WTO membership coef�cients
are signi�cantly positive with relatively high
PD QLWXGH

Regarding labor, Table 5 expresses that
WKH UL H LQ WKH QXPEHU I HF QGDU FK O

UDGXDWL Q H OH LQ F XQWU L QH DWLYHO

affects FDI, while that in Vietnam has no
signi�cant effect.

F 7D[ DQG ,QVWLWXWLRQ

Tax and Institution are also of investors’
LQWHUH W ) U PDNLQ FOHDU WKH HIIHFW I WKH H

W GHWHUPLQDQW , X H D DWH 7D UDWH
LW

DQG 7D UDWH
YQW

DQG GLIIHUHQW U LH I U

LQ WLWXWL Q XFK D 3ROLWLFDO WDELOLW DQG

EVHQFH RI 9LROHQFH 3U Y
LW

3U Y
YQW

5H XODWR 4XDOLW 3U UT
LW
3U UT

YQW
RQW RO

RI R XSWLRQ 3U FF
LW

3U FF
YQW

9RLFH DQG

FFRXQWDELOLW 3U YD
LW
3U YD

YQW
*RYH QPHQW

(IIHFWLYHQHVV 3U H
LW
3U H

YQW
DQG 5XOH RI

/D 3U UO
LW
3U UO

YQW

7DEOH & OXPQ UH HQW WKH QH DWLYH

F UUHODWL Q EHW HHQ WD DWH I F XQWU L DQG

Vietnam on FDI. If country i/Vietnam’ tax
rate decreases by 1%, FDI into Vietnam will
go up by 0.0496%/0.101%. This re ects the
LP UWDQW U OH I WD UDWH UHGXFWL Q LQ )',

DWWUDFWL Q 7KH QH DWLYH LP DFW I WD UDWH

L DO X UWHG E %HOODN DQG /HLEUHFKW

D WKH F Q LGHU HL KW &HQWUDO DQG

(D W (XU HDQ K W F XQWULH 7KH WD UDWH

UHGXFWL Q LOO KHO LQYH W U W DYH F W

HQF XUD LQ WKHP W LP OHPHQW IXUWKHU WKHLU

LQYH WPHQW %H LGH D WD UDWH L F QWU OOHG

I U :72 PHPEHU KL Q )', X

considerably (the coef�cient has the value of
0.854). This af�rms further about the impact
I :72 PHPEHU KL Q )',

,Q 7DEOH XW I L U LH I U LQ WLWXWL Q

three of Vietnam, including 3ROLWLFDO WDELOLW

DQG EVHQFH RI 9LROHQFH 5H XODWR

4XDOLW DQG RQW RO RI R XSWLRQ KD D

7KH LWLYH HIIHFW L F Q L WHQW LWK WKH KDW KD EHHQ I XQG E LHGX %L D 0K

ODQ H HW DO
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considerable effect on FDI (The coef�cients
KDYH F UUH QGLQ YDOXH I

và 3.174) (much higher than that of country
L H HFLDOO 3ROLWLFDO WDELOLW DQG EVHQFH

RI 9LROHQFH ,W F XOG EH HHQ IU P 7DEOH

& OXPQ WKDW WKHVH LQVWLWXWLRQ HIIHFWV GR

FDSWXUH DOO WKH LPSDFWV RI :72PHPEHUVKLS RI

9LHWQDP 7KH UH XOW X UW WKH U OH I :72

in improving its members’institution. The
in uence of WTO accessL Q Q )', YLD WKH

The important role of Political Stability in the result is consistent with what has been reported in PCI survey - FDI enterprises in
2011 fromVietnam Chamber of Commerce and Industry, in which Political Stability is ranked at 2nd among FDI determinants.

7Deoh 5hvXowv FrQwuroolQJ Iru7D uDwh DQG ,QvwlwXwlrQ

/rJ) ,lyQw

:WR
LW

:WR
YQW

7D[UDWH
LW

7D[UDWH
YQW

3UVSY
LW

3UVSY
YQW

3UVUT
LW

3UVUT
YQW

3UVFF
LW

3UVFF
YQW

1 I 2E

1 I ,G

7 H RE RE RE RE
(Dependent variable is Natural logarithm of FDI from country i to Vietnam at year t. The panel techniques of

Fixed effect and Random effect are applied. Id denotes country i. ***/**/* present signi�cant level of t-statistics
at %/5%/10% level. Variables of Loggdp

LW
/ G

YQW
& QWL

LYQ
&UL L

LW
&UL L

YQW
/D FUL L

LW
/D FUL L

YQW

/ H FKDQ HUDWH
LW
/ H FKDQ HUDWH

YQW
DUH DO F QWU OOHG I U
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Anwar S., Lan Phi Nguyen, 2010, )RUHLJQ GLUHFW LQYHVWPHQW DQG HFRQRPLF JURZWK LQ
9LHWQDP, Asia Paci�c Business Review Vol.16

Darvas, Z., 2012, Real Effective Exchange Rates for 178 Countries: A New Database,
%UXH HO UNLQ D HU

) OID 3 ) , EHWZHHQ (80HPEHU 6WDWHV *UDYLW 0RGHO DQG 7D[HV,Warsaw School
I (F Q PLF

FKDQQHO I LQ WLWXWL Q UHI UP L DO X UWHG

E 3KDP 7KL + Q +DQK

For Vietnam, political stability, regulator
TXDOLW DQG F QWU O I F UUX WL Q DUH WKUHH

LQ WLWXWL Q GHWHUPLQDQW WKDW LQYH W U FDUH

P W DQG WKDW LP U YH E LP OHPHQWLQ :72

F PPLWPHQW 2WKHUWKUHHD HFW LQFOXGLQ 9RLFH

DQG FFRXQWDELOLW *RYH QPHQW (IIHFWLYHQHVV

DQG 5XOH RI /D QO WK H I F XQWU L KD D

signi�cant impact on FDI intoVietnam.
rQFoXvlrQ

7DNLQ DGYDQWD H I D LGH UDQ H I

GDWD IU P W DQG UDQG P HIIHFW

WHFKQLTXH I DQHO GDWD WKH LWLYH HIIHFW I

WTOmembership on FDI in ows toVietnam,
which was in doubt, has been con�rmed by
WKH D HU 7KH LEOH H ODQDWL Q I U WKH

LP DFW L WKH LQ WLWXWL Q LP U YHPHQW WKDQN

W WKH U FH I LP OHPHQWLQ F PPLWPHQW

0 UH YHU PH QH W OL HG IDFW KDYH

EHHQ I XQG DQG PH WKHU UHYL X O

mentioned facts have been also af�rmed.
7K H DUH WKH LWLYH LP DFW Q )', LQW

Vietnam of The 1997 banking crisis, BIT
betweenVietnamand its partner, Infrastructure
LP U YHPHQW 7D UDWH UHGXFWL Q DQG WKH

Institution factors such as Political Stability
and Absence of Violence, Regulatory Quality
DQG & QWU O I & UUX WL Q

)U P WK H DE YH UH XOW I U IXUWKHU WDNLQ

DGYDQWD H I :72 DFFH L Q W DWWUDFW P UH

FDI, I do suggest thatVietnam shouldmaintain
LW WDEOH EX LQH HQYLU QPHQW H HFLDOO

UHODWHG W OLWLF HQYLU QPHQW UHYLH LW

UH XODWL Q I U EHLQ XLWDEOH LWK KDW KDYH

EHHQ F PPLWWHG D LW M LQHG :72 DQG PDNH

LW DGPLQL WUDWLYH U FHGXUH WUDQ DUHQW

to reduce corruption. Besides, Vietnam
F XOG F Q LGHU L QLQ P UH %,7 LWK QH

DUWQHU KLOH UHYLH LQ DQG DGMX WLQ WKH

UHYL X O L QHG %,7 0 UH YHU LW K XOG

WDNH F Q LGHUDWL Q LQW LP U YLQ IXUWKHU LW

LQIUD WUXFWXUH H HFLDOO WHOHF PPXQLFDWL Q

DQG UHGXFLQ WD UDWH H HFLDOO WKH QH

LP HG on investors’ returns).q

Pham Thi Hong Hanh (2011) shows that WTO accession induces Vietnam to undertake further domestic reforms that would
result in the more predictable institutions and policies, as well as greater �nancial development (Greater �nancial develop
ment and a boom in banking activities made Vietnam’s investment climate more attractive to foreign investors). That leads
to the increase in FDI into Vietnam.
FF UGLQ W *X OHU DQG &KDL H 7KH :72 KDQGOH W PDM U D UHHPHQW WKDW DGGUH LQYH WPHQW GLUHFWO 7KH

General Agreement on Trade in Services (GATS) and the Agreement on Trade-Related Investment Measures (TRIMs). Be
sides these two agreements, other three including the Agreement on Trade-Related Aspects of Intellectual Property Rights
(TRIPS), the Government Procurement Agreement (GPA), and the Agreement on Subsidies and Countervailing Measures
(ASCM) indirectly consider investment.
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General Statistics Of�ce, <HDUO 6WDWLVWLFDO <HDU %RRN H FH W

*X OHU DQG &KDL H ) UHL Q ,QYH WPHQW , XH DQG :72 /D 'HDOLQ LWK

)UD PHQWDWL Q KLOH DLWLQ I U D 0XOWLODWHUDO )UDPH UN

+DL 4XLQ / 7KH 5HODWLRQVKLS EHWZHHQ 7UDGH DQG )RUHLJQ GLUHFW LQYHVWPHQW DQG

WKH ,PSOLFDWLRQV IRU WKH :72 8QLYHU LW I 7 U QW

+HO D . HWHUPLQDQWV RI ) , LQ ,FHODQG &HQWUH I U OLHG 0LU HF Q PHWULF

+ DQ 7KL 7KX 1 HWHUPLQDQWV RI )RUHLJQ LUHFW ,QYHVWPHQW LQ 9LHWQDP

+ DQ &KL &X Q 7KH ,PSDFW RI WKH :RUOH 7UDGH 2UJDQL]DWLRQ :72 5HJLPH RQ

)RUHLJQ LUHFW ,QYHVWPHQW ) , )ORZV WR 9LHWQDP *UDYLW 0RGHO SSURDFK, Journal of
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