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INTRODUCTION
1. The rationale of the study
Foreign direct investment (FDI) is a key driver of economic growth, while institutional quality (IQ) has increasingly been recognized as a strategic competitive factor in attracting such capital flows. The rationale for conducting an in-depth research of the role of local institutions is grounded in three main reasons:
First, the global investment landscape has undergone fundamental changes. The introduction of the Global Minimum Tax and the ongoing relocation of global supply chains have gradually eroded the advantages of traditional financial incentives, while placing greater emphasis on the need for a stable business environment, which can be predicted to be attributes that are directly shaped by institutional quality.
Second, an inherent paradox exists within the Red river delta (RRD). The region exhibits pronounced disparities in both FDI attraction outcomes and IQ, raising critical questions about the role of institutions in explaining this uneven pattern of development.

Third, the context of provincial-level administrative mergers in Vietnam has given rise to new economic entities, creating an urgent need to reassess the underlying competitive drivers, particularly the role of institutions, in order to design effective governance models.

Meanwhile, in-depth studies that quantitatively assess the multidimensional impacts of provincial-level institutional aspects within the specific context of the RRD remain limited. Therefore, undertaking this research is necessary to provide a solid scientific basis for local policymakers.
2. Research Questions

In order to provide a comprehensive and in-depth response, this thesis will focus on addressing three specific research questions:

Firstly, among the various aspects of local institutional quality, which are the most decisive and consistent factors influencing FDI attraction? 

Secondly, how is the role of local institutional quality influenced by underlying economic factors?

Thirdly, based on empirical evidence regarding the impact of institutions, what policy implications and solutions are most appropriate and effective for localities in the Red River Delta region, particularly in the context of the new administrative restructuring and changes in global competition rules?

3. Research objectives
3.1. General objectives
The objective of the thesis is to propose groups of solutions to improve IQ, thereby enhancing competitiveness in attracting and retaining FDI inflows in the new context.
3.2. Specific objectives
First, to develop an integrated theoretical framework on the mechanisms through which local IQ affects FDI attraction. Second, to analyze and assess the current state of IQ and FDI attraction, and to test and quantify the impacts of institutional aspects on FDI attraction outcomes in the provinces of the RRD during the period 2009–2024. Third, to propose groups of solutions and policy recommendations to strengthen the capacity to attract FDI in the provinces of the RRD.
4. Research subject and scope
4.1. Research subject

The research subject of the thesis is the impact relationship between provincial-level IQ and FDI attraction.

4.2. Research scope


+ In terms of content: The thesis focuses on analyzing the impact of provincial-level IQ on FDI attraction. IQ is examined through specific aspects such as governance capacity, the legal environment, transparency, and informal charges, measured by PCI sub-indices. FDI attraction is measured by the scale of registered FDI capital.

+ In terms of space: The study is conducted across two spatial scopes. The primary scope covers 11 provinces (former) of the RRD for retrospective analysis based on a consistent historical data series. The supplementary scope is used for a robustness check, employing an adjusted sample (including Bac Giang and excluding Vinh Phuc) to partially reflect the new economic spatial structure following provincial mergers.

+ In terms of time: Quantitative data are collected and analyzed for the period 2009-2024 to ensure data consistency. The proposed solutions and policy recommendations are oriented toward the period up to 2030, with a vision to 2045.

5. Theoretical and practical contributions of the thesis
5.1. Theoretical contributions
First, the thesis develops an integrated theoretical framework that combines multiple economic theories to explain the mechanisms through which local IQ affects FDI attraction, while affirming the shift in the role of institutions toward a strategic determinant in the new competitive context.

Second, the thesis contributes methodologically by concretizing and measuring the international governance framework (KKZ) using PCI sub-indices in the context of Vietnam.

Third, the thesis provides new empirical evidence highlighting differences in the roles of institutional aspects (implementation capacity has a positive effect, while regulatory institutions exhibit complex and even negative effects), thereby challenging the simplified view that better institutions always lead to better outcomes.
5.2. Practical contributions
First, the thesis provides empirical evidence for policymakers on institutional factors that promote FDI attraction as well as constraining factors, serving as an important scientific basis for shifting FDI attraction strategies from financial incentives toward competition based on IQ.

Second, the proposed solutions have high practical applicability and serve as direct reference materials for provincial governments in the RRD in designing targeted reform programs.

Third, the thesis serves as a useful academic reference and opens up new research directions on the role of local institutions.
6. Structure of the thesis

The thesis is structured into five chapters:

Chapter 1: Overview of studies on the impact of provincial-level institutional quality on FDI attraction.

Chapter 2: Theoretical foundations of the impact of provincial-level institutions on FDI attraction.

Chapter 3: Research model and methodology.

Chapter 4: Analysis of the impact of provincial-level institutional quality on FDI attraction in the provinces of the Red River Delta.

Chapter 5: Solutions to improve provincial-level institutional quality for attracting FDI in the provinces of the Red River Delta.
CHAPTER 1: OVERVIEW OF STUDIES ON THE IMPACT OF PROVINCIAL-LEVEL INSTITUTIONAL QUALITY ON FOREIGN DIRECT INVESTMENT ATTRACTION.
1.1. Overview of studies related to thesis topic
1.1.1. Overview of international studies
A review of international empirical studies on the relationship between IQ and FDI attraction presents a multidimensional picture, which can be broadly summarized into two main strands.

First, research group affirms the positive and decisive role of institutional quality. This perspective is based on the argument that a transparent and stable institutional environment with effective implementation capacity helps reduce transaction costs, protect property rights, and mitigate risks, thereby increasing attractiveness to FDI. Numerous empirical studies at the cross-country level have supported this argument (e.g., Knack & Keefer, 1995; Rodrik, Subramanian & Trebbi, 2004; Globerman & Shapiro, 2002; Daude & Stein, 2007). At the local level, the evidence is also largely consistent, indicating that FDI tends to concentrate in provinces or states with higher government effectiveness and stronger anti-corruption efforts (e.g., Cole et al., 2009 in China; Goswami, 2023 in India).

Second, research group suggests that the impact of institutions is not universal but highly context-dependent. These studies argue that in many cases, particularly in developing countries, investors may prioritize “hard” advantages such as market size or natural resources. Evidence shows that institutional effects are more pronounced in developed countries (Mihaela Peres et al., 2018), while they are statistically insignificant in many developing regions, such as Africa (Nondo et al., 2016). Moreover, some studies report complex, negative, or nonlinear results (Sadhon Saha et al., 2022), leading to the formulation of hypotheses such as the “institutional threshold” (Kurul, 2017).

The coexistence of these two strands with diverse empirical findings confirms that the role and magnitude of institutional impacts are not constant but depend on contextual factors, thereby creating substantial gap for in-depth studies in specific countries and regions.
1.1.2. Overview of studies in Vietnam
Recent studies in Vietnam have shown a clear shift in focus toward analyzing the impact of IQ at the provincial level through the use of the Provincial Competitiveness Index (PCI) dataset.

Overall, these studies reach a common conclusion that local IQ is indeed an important factor; however, the effects of specific institutional components are not fully homogeneous. Many studies provide empirical evidence supporting the positive role of institutional aspects. Research by Truong Minh Tuan (2017), La Van Doan et al. (2018), and Duong Nguyen Minh Huy et al. (2021) confirms the importance of factors such as transparency, leadership proactivity, and legal and order. Notably, Nguyen Phuong Anh et al. (2018) show that institutional effects appear to be stronger in provinces with smaller economic size.

However, the overall picture is not entirely straightforward. Some studies, such as Nguyen Quoc Viet et al. (2014), indicate heterogeneity, with certain institutional aspects having significant effects while others do not. In addition, broader approaches have been explored, including analyses of bidirectional causal relationships (Huynh Cong Minh et al., 2017) and spillover effects and regional competition (Huynh The Nguyen, 2018).

In summary, domestic studies have confirmed the role of local IQ, but the magnitude and mechanisms of the effects of specific institutional components remain inconclusive, thereby creating an important research gap that this thesis seeks to address.
1.1.3. Overview of methodologies and measurement in quantitative studites 
Regarding estimation methods, there has been a progression from cross-sectional OLS models (in early studies) to the more widespread application of panel data models such as FEM and REM to control for unobserved factors (e.g., Cole et al., 2009; Daude & Stein, 2007). More recently, advanced methods such as GMM have been increasingly employed to address endogeneity more thoroughly (e.g., Ashurov et al., 2020; La Van Doan et al., 2018).

With respect to the measurement of IQ, international studies typically rely on macro-level indices such as WGI or ICRG. In contrast, subnational-level studies adopt more diverse measures tailored to specific contexts. In Vietnam, the Provincial Competitiveness Index (PCI) has become a widely used and robust measurement tool, enabling researchers to disaggregate the concept of institutions into specific dimensions closely aligned with firms’ experiences.

Differences in the choice of estimation methods and the measurement of institutional variables significantly influence research outcomes, underscoring the need for careful justification of methodological choices in this thesis.
1.1.4. General assessment from research overview
The review of empirical studies on the relationship between IQ and FDI attraction highlights three main observations:
First, there is substantial inconsistency in empirical evidence. Despite theoretical consensus, the effects of core institutional aspects such as control of corruption and the rule of law vary widely across studies, ranging from positive, insignificant to negative outcomes.

Second, the impact of IQ is highly context-dependent. The role of institutions appears to be more pronounced in developed countries, while it may be overshadowed by economic factors in developing countries. Notably, studies at the subnational level (provinces or states) tend to provide stronger support for the role of institutions.

Third, variations in research findings also stem from methodological differences. The choice of estimation methods (OLS, FEM, GMM) and different measures of IQ (WGI, ICRG, or provincial-level indices such as PCI) significantly affects empirical results.

These observations underscore the need for more in-depth studies in specific contexts, providing the basis for the identification of research gaps addressed in this thesis.
1.2. Research gaps and research direction of the thesis
1.2.1. Identification of research gaps
First, there is a gap in terms of the level of analysis and context, as in-depth quantitative studies at the provincial level for a key economic region such as the RRD remain limited.

Second, a methodological gap exists in the operationalization of IQ concept, particularly due to the lack of a systematic approach based on an international governance framework to disaggregate and interpret PCI.

Third, there is a significant gap in analyzing FDI attraction in the new context, where structural changes such as the Global Minimum Tax and supply chain relocation have altered the rules of competition.
1.2.2. Research direction of the thesis
First, in terms of methodology, the thesis applies the international governance framework (KKZ) to systematically justify and select PCI sub-indices, thereby proposing a new approach to measuring local IQ.

Second, in terms of empirical analysis, the study disaggregates and quantifies the impact of each specific institutional aspect using panel data models, with the aim of clarifying inconsistent findings in previous studies.

Third, in terms of policy implications, the thesis aims to propose evidence-based solutions by identifying institutional constraints and priority reform areas based on the relative importance of empirically tested institutional factors.
CHAPTER 2: THEORETICAL FOUNDATIONS OF THE IMPACT OF PROVINCIAL-LEVEL INSTITUTIONS ON FOREIGN DIRECT INVESTMENT ATTRACTION
2.1. Overview of institutions and local institution quality
2.1.1. Concept of institutions and local institutions 
a. Concept of institutions
Institutions, according to the classical definition by Douglass North (1990), are the “rules of the game” created by humans, including both formal rules (laws) and informal rules (norms and customs). The role of institutions is to create incentive structures that influence the costs and benefits of economic activities.

Within the scope of this thesis, institutions are understood as a system comprising three components: rule-making actors, a system of rules, and enforcement and sanction mechanisms.

b. Classification of institutions
By form, institutions are classified into formal and informal institutions. By function and impact on development, Acemoglu and Robinson (2012) distinguish between inclusive institutions (which encourage broad participation and protect property rights) and extractive institutions (which extract resources for the benefit of a small group).
c. Concept of local institutions
Institutions exist at multiple levels, and local institutions constitute a distinct field of study focusing on the system of rules and organizational structures at the subnational level. While national-level institutions provide a general framework, it is the interpretation and implementation at the local level that shape the actual business environment.

In this thesis, the concept of local institutions is examined within the scope of formal institutions, including regulations, policies, and the activities of local governments that directly affect the investment and business environment.
2.1.2. Concept of institutional quality and provincial-level institutional quality
a. Concept of institutional quality
Institutional quality is a multidimensional concept. A review of the literature indicates that an institutional system is considered to be of high quality when it ensures the effective functioning of the public administration, transparency in policy-making, the capacity to enforce the law, and the level of control over corruption. 

Building on these approaches and drawing upon the conceptual framework of the UNDP (2010), this thesis defines institutional quality based on three core attributes: effectiveness, adaptability and stability. Thus, institutional quality is the extent to which a country’s system of rules, laws and governance mechanisms is designed and implemented effectively, transparently and fairly, with the aim of minimising uncertainty, safeguarding property rights, facilitating economic transactions, and promoting the sustainable development of the economy and society.
b. Concept of local institutional quality
Institutions do not exist uniformly within a country. Although national-level institutions provide a general framework, it is the interpretation and implementation at the subnational level that shape the actual business environment (Meyer & Nguyen, 2005). In the Vietnamese context, differences in the governance capacity of provincial governments lead to variations in IQ across localities.

Synthesizing existing approaches (e.g., Wilson, 2016; Nifo & Vecchione, 2014; Nguyen Quoc Viet et al., 2014), this thesis defines provincial-level IQ as a set of attributes of the rules system and organizational structures of provincial governments, reflected in transparency, accountability, the rule of law, efficiency in resource allocation, and policy implementation capacity.
c. Measurement of institution quality
At the national level, commonly used indices include the Worldwide Governance Indicators (WGI) of the World Bank, the Index of Economic Freedom of the Heritage Foundation, and the Global Competitiveness Index (GCI) of the WEF.

At the local level in Vietnam, three widely recognized indices are used: the provincial-level Public Administration Performance Index (PAPI), which reflects citizens’ perspectives; the Public Administration Reform Index (PAR INDEX), which reflects the perspective of state agencies; and the Provincial Competitiveness Index (PCI), which reflects the perspective of businesses.

For the purpose of analyzing the impact of institutions on FDI investment decisions, the PCI is identified as the most appropriate and relevant measurement tool, as it directly captures the experiences of economic subjects. Accordingly, this thesis uses PCI sub-indices as the main variables to measure provincial-level IQ.
2.1.3. Factors affecting provincial-level institution quality 

a. Local socio-economic characteristics
- Level of local economic development

- Human capital and demographic structure
b. Capacity and characteristics of local governmentsg

- Leadership and governance capacity

- Degree of fiscal and policy autonomy 

c. Competitive pressures and institutional spillovers
- Inter-provincial competition

- Spillover effects
d. Relationship with the central government and external factors
- Central government orientations and policies

- Economic integration and external pressures
2.2. Overview of foreign direct investment and fooreign direct investment attraction
2.2.1. Concept and classification of foreign direct investment
a. Concept
FDI is a form of international investment in which a foreign investor establishes or acquires significant control over business activities in the host country in order to obtain long-term economic benefits. The core characteristics of FDI are managerial control and long-term commitment, commonly identified when the investor holds at least 10% of voting shares, in accordance with IMF and OECD practices. This approach is also consistent with the legal perspective on FDI in Vietnam.
b. Classification
- By investment purpose: horizontal FDI, vertical FDI, and conglomerate FDI.

- By market entry strategy: greenfield investment; mergers and acquisitions.

- By ownership structure: wholly foreign-owned enterprises, joint ventures, business cooperation based on business cooperation contracts; public–private partnership investment.

2.2.2. Concept of FDI attraction.

Attracting FDI is understood as a system of deliberate activities and policies by the government aimed at creating an attractive investment environment and encouraging investors to make investment decisions. This approach emphasises the proactive and strategic role of the state in competing to attract international capital.

In terms of the process, FDI attraction encompasses measures to promote, support and create a competitive investment environment, in which institutional quality, transparency and policy stability play a pivotal role in reducing transaction costs.

In terms of outcomes, FDI attraction is measured through the scale, structure and effectiveness of investment flows. According to OLI theory, this is the result of the interaction between the local investment environment and the strategies of foreign investors.
2.2.3. Factors affecting FDI attraction
a. Macroeconomic factors
- Global economic conditions and investment trends

- National policy framework on investment and trade

- Competitive environment at the regional and international levels 

b. Determinants at the local level
- Group of fundamental socio-economic factors
(1) Scale, structure, and growth dynamics of the local market
(2) Level of development of economic and technical infrastructure

(3) Characteristics of the local workforce
- Group of institutional quality and business environment factors
(1) Governance capacity and proactivity of local governments

(2) Administrative burden and informal transaction costs

(3) Level of transparency and access to resources

(4) Quality of the legal environment and effectiveness of law enforcement
2.2.4. Criteria for evaluating FDI attraction
- Quantitative criteria: (1) Scale of registered realized FDI; (2) Number of FDI projects; (3) Contributions to macro socio-economic indicators
- Quality and spillover effect criteria: (1) Quality and technological level of projects; (2) Spillover effects; (3) Degree of participation in global value chains; (4) Environmental and social impacts.
- Structural criteria: Sectoral structure; Structure of investment partners; Regional and territorial structure
2.3. Foundational theory on the impact of institutional quality on foreign direct investment
First, the governance theory of Kaufmann, Kraay, and Zoido-Lobatón (KKZ) conceptualizes governance as the manner in which power is exercised through institutions and traditions. Governance quality is measured across six dimensions grouped into three pillars: (i) political stability and accountability; (ii) the capacity to formulate and effectively implement policies; and (iii) the rule of law and control of corruption. This framework emphasizes that high-quality institutions reduce transaction costs, strengthen trust, and create a stable investment environment, thereby promoting FDI.

Second, Dunning’s OLI theory explains FDI based on three types of advantages: ownership advantages (O), location advantages (L), and internalization advantages (I). Among these, location advantages pertain to host countries and include not only traditional economic factors but also institutional quality, the legal environment, and political stability. Dunning’s extended studies affirm that institutions are among the most important determinants of FDI attraction, surpassing natural resources or market size.

Third, New Institutional Economics (NIE) emphasizes the role of both formal and informal institutions in reducing transaction costs, protecting property rights, and building social trust. Effective institutions ensure contract enforcement, reduce investment risks, and facilitate impersonal transactions, thereby fostering long-term investment and international capital flows.

Fourth, Wilhelms’ institution-based FDI Fitness Theory argues that a country’s ability to attract, absorb, and retain FDI depends on the degree of institutional fit with investors’ expectations. This capacity is composed of four pillars: socio-cultural institutions, education, markets, and government. Among these, governance quality, the rule of law, transparency, and control of corruption are policy-controllable factors that play a decisive role in shaping FDI attractiveness.
2.4. Synthesis of the impact mechanism of provincial-level institutional quality on foreign direct investment attraction and the proposed analytical framework
2.4.1 Impact mechanisms of provincial-level institutional quality on FDI attraction
First, high-quality institutions help reduce transaction costs, protect property rights, and mitigate investment risks, thereby increasing investors’ expected returns.

Second, institutions become an important location advantage, enhancing local competitiveness as well as the capacity to absorb and retain FDI inflows.
Third, effective, transparent, and predictable governance reduces policy uncertainty and creates a stable environment for long-term investment decisions.
2.4.2. Analytical framework of the thesis
a. Selection and justification of indicators measuring local institutional quality
The thesis measures local IQ based on the governance framework of Kaufmann, Kraay, and Zoido-Lobatón (KKZ), using PCI sub-indices to operationalize this concept. The three pillars of the KKZ framework are mapped onto five PCI sub-indices: proactivity leadership, transparency, time costs, law and order, and informal charges. This approach ensures a sound theoretical foundation, enhances the reliability of the empirical model, and clarifies the channels through which institutions affect FDI attraction. Specifically, the selection of the five PCI sub-indices is presented in Table 2.1.
Table 2.1: Selected institutional quality dimensions and their theoretical roles
	No
	Institutional quality dimension (used in the thesis)
	Abbreviation
	Theoretical role (KKZ framework)

	1
	Proactivity of provincial leadershio
	TNĐ
	Represents pillar 1: “Voice, accountability, and political processes”

	2
	Transparency
	TMB
	Represents pillar 2: “Capacity to formulate and implement policies”

	3
	Time costs
	CPTG
	

	4
	Law and order
	TCPL
	Represents Pillar 3: “The rule of law and institutions”


	5
	Informal charges
	CPKCT
	


 (Source: Author)

b. Proposed analytical framework
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Figure 2.1. Research framework of the thesis
The thesis develops an analytical framework to systematize the relationship between provincial-level IQ and FDI attraction, serving as the basis for the econometric model. Within this framework, FDI attraction is the outcome variable and is directly influenced by provincial-level IQ, disaggregated into five dimensions measured by PCI sub-indices. Socio-economic factors and infrastructure are included as control variables to isolate the effects of IQ. This approach allows the quantification and comparison of the roles of individual institutional dimensions in competition for FDI attraction in the RRD.
CHAPTER 3: RESEARCH MODEL AND METHODOLOGIES
3.1. Research design and approach
Stage 1: Development of the theoretical foundation and research model. 

Stage 2: Quantitative empirical analysis. 

Stage 3: Supplementary qualitative analysis, interpretation, synthesis and proposal. 

3.2. Econometric model and research hypotheses
3.2.1. Econometric model
The general regression model of the thesis is specified in a log-linear functional form as follows:
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              (1)

Where i denotes the province index (i = 1, ..., 11) và t denotes timee index (t = 1, ..., 16). 

The detail rsearch model is presented in formula (2):
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In which:

[image: image7.png]In(FDI;;)



: dependent variable, representing the level of FDI attraction, measured as the natural logarithm of total FDI capital in province i in year t.
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: main independent variables, representing the five core dimensions of local IQ, quantified by the corresponding PCI sub-indices.
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: Control variables, representing local fundamental socio-economic factors that may affect FDI attraction.
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: The common intercept of the model.
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: The slope coefficients to be estimated. Each coefficient β reflects the change in ln(FDI) associated with a change in the corresponding independent variable, holding other factors constant.
μᵢ: The provincial-specific deviation component, time-invariant, capturing all unobserved and time-constant characteristics of each province, such as geographic location, natural conditions, and business culture.
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: The idiosyncratic deviation, varying across provinces i and time t, representing shocks or other unexplained factors..

3.2.2. Data, variable measurement and research hypotheses
The variables used in the analysis, together with their definitions, measurement methods, data sources, and corresponding research hypotheses are summarized in Table 3.1 below.
Table 3.1. Summary of variables and research hypothese
	Category
	Variable
	Notation
	Measurement & data source
	Theoretical role
	Hypothesis

	Dependent variable
	FDI attraction
	LnFDI
	Natural logarithm of total newly registered and additional FDI capital (million USD). 
Source: FIA
	Investment environment outcome
	-

	Main independent variables (IQ)
	Proactivity of provincial leadership
	TNĐ
	PCI sub-index score. Source: VCCI
	Voice and accountibility (KKZ)
	H1: +

	
	Transparency
	TMB
	PCI sub-index score. Source: VCCI
	Regulatory quality (KKZ)
	H2: +

	
	Time costs
	CPTG
	PCI sub-index score. Source: VCCI
	Government effectiveness (KKZ)
	H3: +

	
	Law and order
	TCPL
	PCI sub-index score. Source: VCCI
	Rule of law and political stability  (KKZ)
	H4: +

	
	Informal charges
	CPKCT
	PCI sub-index score. Source: VCCI
	Control of corruption (KKZ)
	H5: +

	Control variables (Socio-economic & infrastructure factors)
	Market size
	LnGRDP
	logarithm of GRDP at current prices (million USD). 
Source: GSO, Provincial Statistical Offices
	Purchasing power and market potential
	H6: +

	
	Trade openness
	ĐMTM
	Exports&imports/GRDP. Source: General Department of Customs
	International economic integration
	H7: +

	
	Insfrastructure
	CSHT
	Number of Internet subscriptions per 100 inhabitants. 
Source: Provincial Statistical Offices
	Business-supporting infrastructure
	H8: +

	
	Labor quality
	CLLĐ
	Share of trained workers aged 15 and above. Source: Provincial Statistical Yearbooks
	Labor productivity and skills
	H9: +

	
	Agglomeration
	ĐQT
	Natural logarithm of the number of operating FDI enterprises in year t–1. Source: GSO
	FDI agglomeration externalities
	H10: +

	
	Labor cost
	LnCPLĐ
	Natural logarithm of average monthly wages in the enterprise sector. Source: Provincial Statistical Yearbooks
	Production input costs
	H11: –


 (Source: Author)

3.3. Data collection and data processing methods
3.3.1. Data collection method
The thesis primarily uses secondary data for both qualitative and quantitative analyses. Data are systematically collected from official sources, including PCI data from the VCCI, FDI data from the Foreign Investment Agency, and socio-economic indicators from the General Statistics Office and the General Department of Customs.

The main dataset covers 11 provinces of the RRD over the period 2009–2024, forming a balanced panel dataset. The year 2009 is selected to ensure consistency in administrative boundaries.
3.3.1. Data processing method
After collection, data are cleaned and standardized through several steps, including unit conversion, construction of variables from raw data, logarithmic transformation to reduce skewness, and the creation of lagged variables to mitigate endogeneity.
3.4. Data analysis methods
3.4.1. Descriptive statistical analysis
Prior to regression analysis, descriptive statistics are used to summarize data characteristics, identify preliminary relationships among variables, and detect potential econometric issues, particularly multicollinearity. The tools employed include descriptive statistics tables and correlation analysis, combined with the variance inflation factor (VIF).

3.4.2. Econometric analysis
a. Rationale for using panel data methods
The thesis employs panel data analysis methods because the dataset consists of multiple localities observed over multiple years. This approach allows for controlling unobserved, time-invariant characteristics of each province, reducing omitted variable bias, improving estimation efficiency, and capturing the dynamic evolution of FDI attraction over time.

b. Estimation methods and diagnostic tests
Accordingly, the thesis sequentially estimates pooled OLS, fixed effects (FEM), and random effects (REM) models. F-tests, Breusch–Pagan LM tests, and Hausman tests are used to select the appropriate model. After identifying the baseline model, diagnostic tests for heteroskedasticity and autocorrelation are conducted.

Due to violations of classical assumptions, the thesis adopts Feasible Generalized Least Squares (FGLS) as the final estimation method to ensure reliable standard errors and statistical inference.
c. Supplementary analysis design under administrative boundary changes
To test the robustness of the results in the context of administrative boundary changes, the thesis conducts a supplementary analysis using an adjusted sample, in which Vinh Phuc province is replaced by Bac Giang province. Comparing results across the two models allows for an assessment of the stability and generalizability of the empirical findings.

3.4.3. Qualitative research method
Qualitative research is employed as a supplementary method to interpret and deepen the quantitative results, following a sequential explanatory design. Semi-structured in-depth interviews are conducted with government officials and FDI enterprises in Quang Ninh province, a representative case of institutional reform and FDI attraction. Interview data are analyzed thematically and used to validate and reinforce quantitative conclusions, while also supporting the formulation of policy implications.
CHAPTER 4: ANALYSIS OF THE IMPACT OF PROVINCIAL-LEVEL INSTITUTIONAL QUALITY ON FOREIGN DIRECT INVESTMENT ATTRACTION IN THE PROVINCES OF THE RED RIVER DELTA
4.1. Overview of the Red river delta
4.2. Current situation of FDI attraction in the provinces of the Red river delta
4.2.1. Scale of foreign direct investment in the red river delta
As of 31 December 2024, Vietnam had attracted 42,002 FDI projects with total registered capital of USD 502.8 billion. Among these, the RRD is the second-largest FDI-attracting region nationwide, with 14,223 projects and USD 168.4 billion in registered capital, accounting for 33.5% of total FDI, after the Southeast region (38%).

FDI inflows into the RRD have shown a strong upward trend across periods. The period 1988–2003 marked the initial stage with a relatively small scale; the period 2004–2008 witnessed rapid growth, peaking in 2008. Following declines due to economic crises and the COVID-19 pandemic, FDI inflows recovered quickly and reached a record high in 2024 at USD 20.03 billion.

At the same time, the quality of FDI has improved significantly, as reflected in the sharp increase in average capital per project, indicating a shift toward larger-scale, higher value-added projects.
4.2.2. Foreign direct investment by locality
FDI capital in the RRD is unevenly distributed across localities. Hanoi, Hai Phong, and Bac Ninh are the three largest FDI hubs, accounting for nearly 63% of total regional FDI. Hanoi leads due to its advantages in market size, human resources, and investment environment; Hai Phong stands out for its seaport infrastructure and industrial zones; and Bac Ninh has developed a high-tech industrial ecosystem. Quang Ninh attracts high-quality FDI with large project sizes, while other provinces record stable or lower FDI inflows due to limitations in location and infrastructure.
4.2.3. Foreign direct investment by sector
FDI in the RRD is concentrated mainly in industry and construction (73.9% of total capital), particularly in manufacturing and processing, while services account for nearly 26% and agriculture represents a negligible share. This structure reflects an FDI attraction pattern oriented toward industrialization and modernization, aligned with the region’s infrastructure advantages and geographic location.
4.2.4. Foreign direct investment by investment partner
FDI in the RRD primarily originates from Asian economies. South Korea is the largest investor in terms of both number of projects and registered capital, followed by Japan and Singapore. Projects from Japan and Singapore are typically high-quality, large-scale, and concentrated in technology, services and real estate. This structure indicates a strong dependence on Asian FDI, while investment from Western economies remains limited, highlighting the need for adjustments in investment attraction policies in the coming period.
4.3. Analysis of selected policies to attract foreign direct investment in localities of the Red River Delta

4.3.1. Group of policies on administrative reform and local governance

Localities in the Red River Delta region all regard administrative reform as a cornerstone of FDI attraction, but they adopt different approaches: Quang Ninh stands out with its systematic and professional governance model (IPA, Investor Care), Bac Ninh emphasises speed and digitalisation coupled with on-site support, Hanoi leverages special mechanisms and digital governance, whilst Thai Binh and Nam Dinh compete through flexibility and a service-oriented mindset. These differences reflect the transition from administrative management to enterprise-centred development governance.

4.3.2. Group of selective financial and investment incentive policies

Financial incentive policies at the local level are shifting from cost-based competition to a selective capital flow orientation. Bac Ninh and Hanoi use incentives linked to high-tech sectors and strategic investors; Quang Ninh prioritises green FDI, whilst Vinh Phuc remains steadfast in its principle of not compromising the environment. The general trend is to reduce the role of simple incentives and increase conditionality to enhance the quality of FDI.

4.3.3. Group of infrastructure and logistics development policies

Infrastructure and logistics are increasingly becoming decisive factors in attracting FDI, with a trend shifting from isolated development to regional integration. Quang Ninh leads in cross-border transport infrastructure and logistics; Hanoi plays a central role in regional connectivity; Bac Ninh is developing modern logistics; whilst Hai Duong, Ha Nam and Nam Dinh create competitive advantages through specialised industrial zones and supporting infrastructure. This contributes to the formation of interconnected supply chains and production networks.

4.3.4. Policy Group on Training and Human Resource Development

Human resource policies demonstrate a clear shift from low-cost labour to skilled labour. Bac Ninh leads the way with training linked to the semiconductor sector; Hanoi stands out in attracting and retaining talent; and Quang Ninh and Vinh Phuc focus on enhancing labour quality in line with business needs. The three main approaches include sector-specific training, the development of high-quality human resources, and linking training to the supply chain.

4.3.5. Post-investment Care and Support Policies

Post-investment care and support policies have become a key competitive tool in this new phase. Quang Ninh has established a systematic investor care model; Bac Ninh stands out for its ability to resolve issues swiftly on-site; Hanoi applies digitalisation and project lifecycle management; whilst Thai Binh and Nam Dinh rely on strong commitments from the local government. A common thread is the shift from ‘licensing’ to ‘long-term partnership’.

4.3.6. Summary and General Assessment

Localities in the Red River Delta region are shifting from cost-based competition to competition based on institutional quality and governance capacity, with a clear divergence in policy approaches. Leading localities focus on institutional reform and supportive ecosystems, whilst others capitalise on cost and speed advantages. These policies are closely linked to PCI indicators, reflecting the role of institutions in enhancing FDI attraction effectiveness.
4.4. Current situation of local institutions in the provinces of the Red river delta
4.3.1. Current situation of dimension “Proactivity of provincial leadership ”
The “proactivity of provincial leadership” index in the RRD increased markedly from 4.14 points (2012) to 7.07 points (2021), reflecting administrative reforms and a shift in local governments’ economic governance mindset. However, during 2022–2024 the index showed signs of stagnation and a slight decline, indicating difficulties in sustaining long-term reform momentum.

Inter-provincial disparities remain substantial, with a nearly three-point gap between the highest- and lowest-scoring provinces, underscoring proactivity as a key competitive advantage in FDI attraction. In the median province, the share of enterprises assessing local authorities as flexible rose from around 61% to nearly 90%, and the share recognizing proactive problem-solving increased from 48% to over 80% (2013–2022). However, perceptions of friendliness toward the private sector improved more slowly, suggesting that firms’ long-term trust remains fragile.
4.3.2.  Current situation of dimension “Transparency”
During 2009–2024, the transparency index of the RRD improved slowly and remained volatile, with median values ranging only from 5.49 to 6.53 points. The gap between the highest- and lowest-scoring provinces remained large (around 2 points in 2024), reflecting persistent disparities.

Access to planning information remains limited (with the highest median score at around 3.4), while the proportion of firms relying on personal connections declined sharply from over 80% (2010) to about 22% (2022), before rising again thereafter. This indicates that transparency continues to represent a major institutional bottleneck in the region.

4.3.3. Current situation of dimension “Time costs”
Over the period 2009–2024, the time costs index in the RRD improved significantly, particularly during 2017–2023 when many provinces scored above 8 points, reflecting the effectiveness of administrative procedure reforms. However, signs of stagnation emerged in 2024. Administrative implementation efficiency improved substantially, (nearly 90% of firms reporting effective handling by officials). Nevertheless, compliance burdens remain high (around 20% of firms still spend more than 10% of their time on regulatory compliance). Persistent inter-provincial disparities indicate uneven reform implementation.

4.3.4. Current situation of dimension “Law and order”
From 2009 to 2024, the law and order index in the RRD improved markedly, with the median score rising from 3.26 points (2012) to 7.87 points (2022), indicating a strengthening of the local rule-of-law foundation. Improvements were broad-based, with several provinces showing strong catch-up from low initial levels; notably, Nam Dinh increased from 2.92 to 8.44 points. This progress was driven primarily by rising business confidence in the court system and public security environment (over 90% of firms expressing trust in courts in later years. However, mechanisms for addressing misconduct by public officials remain a weakness, as the share of firms expressing confidence typically stayed below 40%, suggesting that accountability reforms remain a key challenge.
4.3.5. Current situation of dimension “Informal charges”
The informal charges index in the RRD showed clear improvement during 2009–2024, particularly in 2019–2022, but declined again in 2023–2024, indicating limited reform sustainability. The proportion of firms paying informal charges fell sharply (from over 60% to around 30%), yet 60–70% of firms still perceived such payments as effective, suggesting that petty corruption has been reduced but not fully eliminated as an informal practice. Inter-provincial disparities remain evident, with some provinces achieving notable improvements while major centers progressed more slowly. This indicates the need for reforms to shift toward changing institutional norms and strengthening integrity in public service.

4.4. Analysis of the impact of provincial-level institutional quality and FDI attraction in the Red river delta
4.4.1. Preliminary analysis of the relationship between provincial-level institutional quality and FDI attraction in the Red river delta

The preliminary analysis for the period 2020–2024 reveals an initial relationship between local IQ (measured by the composite PCI) and FDI attraction outcomes across provinces in the RRD. FDI inflows are highly concentrated in a few leading localities such as Hai Phong, Hanoi, Bac Ninh, and Quang Ninh, while Nam Dinh, Ninh Binh, and Vinh Phuc attract low levels of FDI, reflecting pronounced regional disparities.

A comparison between PCI rankings and FDI outcomes shows a non-uniform but clustered relationship. Provinces such as Quang Ninh, Hai Phong, and Bac Ninh exhibit a clear positive association between PCI and FDI, indicating that effective institutional reforms can be translated into investment attraction advantages. By contrast, Hanoi attracts high levels of FDI despite having a medium PCI score, while Vinh Phuc records a relatively high PCI but low FDI inflows, highlighting the role of non-institutional factors. Provinces with both low PCI and low FDI suggest that weak IQ may constitute a barrier to FDI attraction. These findings provide an orientation for the subsequent econometric analyses of the thesis.

Following the analysis of the composite PCI, the study further compares 5 PCI sub-indices between the high-FDI group (Hanoi, Hai Phong, Bac Ninh) and the low-FDI group (Vinh Phuc, Nam Dinh, Ninh Binh) over the period 2020–2024. The results show that the high-FDI group records higher scores in transparency (0.33 points), proactivity of provincial leadership (0.18 points), and time costs (0.15 points), indicating that these institutional dimensions play a prominent role in attracting FDI. In contrast, the low-FDI group scores higher in law and order (-0.39 points) and informal charges (-0.09 points), suggesting that strong fundamental economic advantages in leading provinces may offset certain institutional constraints. These results indicate that the impact of IQ on FDI is heterogeneous across dimensions, and provide a basis for the subsequent regression analysis.

4.4.2. Quantitative analysis of the impact of provincial-level institutional quality on foreign direct investment attraction in the Red river delta provinces
4.4.2.1. Quantitative analysis results 

* Descriptive statistics of variables in the research model
The dataset consists of 176 observations over the period 2009–2024. The dependent variable LnFDI exhibits substantial variation (standard deviation of 1.49), reflecting pronounced differences in FDI attraction across provinces. Control variables such as ĐQT, CSHT, ĐMTM also show considerable dispersion, indicating uneven levels of FDI concentration, infrastructure and integration.

The institutional variables (PCI sub-indices) have mean values ranging from approximately 5.6 to 6.9 points, with TNĐ and TCPL displaying the highest variability, reflecting significant differences in governance capacity across provinces. Overall, the data exhibit sufficient variation for regression analysis.
* Autocorrelation test


The correlation matrix shows that economic and institutional variables are positively correlated with LnFDI, consistent with theoretical expectations. Several variable pairs exhibit high correlations (r > 0.8), suggesting potential multicollinearity. However, VIF tests indicate that no variable exceeds the threshold of 10, with an average VIF of 3.94; therefore, multicollinearity does not pose a serious concern for the model.
* Estimation results of preliminary regression models and model selection
- The thesis estimates three panel data models, including pooled OLS, FEM, and REM to identify determinants of FDI attraction. The results show that pooled OLS and REM produce relatively similar estimates, in which LnGRDP, ĐMTM, and TNĐ have positive effects, while CPTG and CPKCT have negative effects on FDI.

- By contrast, the FEM yields markedly different results: macroeconomic variables lose statistical significance, whereas CLLĐ, LnCPLĐ, and TNĐ become significant, reflecting the role of provincial-specific characteristics.

- To select the appropriate model, specification tests are conducted. The LM test does not support REM, the F-test confirms that FEM is preferred to pooled OLS, while the Hausman test yields technically unreliable results. Accordingly, the FEM is selected as the baseline estimation model, consistent with both empirical evidence and theoretical considerations, given the inherent provincial-specific characteristics affecting FDI.
* Tests for heteroskedasticity and autocorrelation
Diagnostic tests indicate that the FEM suffers from heteroskedasticity (Modified Wald test, p = 0.000), but no first-order autocorrelation is detected (Wooldridge test, p = 0.6997). Therefore, subsequent estimations require corrected standard errors to ensure reliable inference.

* FGLS model
Given the presence of heteroskedasticity in the FEM, the study employs FGLS to address this issue. The regression results reported in Table 4.1 show clear differentiation in the factors affecting FDI attraction.
Table 4.1: Regression results of the main model after correcting for heteroskedasticity.
	LnFDI
	Coefficient
	Std. error
	t-statistic
	Sisgnificance
	[95% confidence interval]

	LnGRDP
	1.021225***
	.1729996
	5.90
	0.000
	.6821525
	1.360298

	CLLĐ
	-.0368298**
	.0147487
	-2.50
	0.013
	-.0657368
	-.0079229

	CSHT
	.0058241
	.0037261
	1.56
	0.118
	-.0014788
	.0131271

	ĐMTM
	.1784683***
	.042705
	4.18
	0.000
	.0947681
	.2621686

	ĐQT
	-.0000413
	.0001364
	-0.30
	0.762
	-.0003088
	.0002261

	LnCPLĐ
	.5328972
	.3781520
	1.41
	0.159
	-.2082670
	1.274061

	TNĐ
	.2175413***
	.0811503
	2.68
	0.007
	.0584896
	.376593

	TMB
	-.0247416
	.1065891
	-0.23
	0.816
	-.2336525
	.1841693

	CPTG
	-.1794160**
	.0880854
	-2.04
	0.042
	-.3520601
	-.0067718

	TCPL
	-.1566816**
	.0759637
	-2.06
	0.039
	-.3055678
	-.0077954

	CPKCT
	-.1665793**
	.0841766
	-1.98
	0.048
	-.3315624
	-.0015963

	_cons
	-8.015014**
	3.103311
	-2.58
	0.010
	-14.09739
	-1.932637


Note: (*): significant at 10%; (**): significant at 5%; (***): significant at 1%

(Source: Results from STATA 17)

Regarding economic factors, market size (LnGRDP) and trade openness (ĐMTM) have positive effects and are statistically significant at the 1% level, confirming the central role of economic scale and integration in attracting FDI. Labor quality (CLLĐ) has a negative effect at 5% level, implying that higher labor costs may reduce the attractiveness of certain localities.

Regarding institutional factors, the proactivity of provincial leadership (TNĐ) is the only variable with a positive and statistically significant effect, indicating that it is the key institutional advantage in competing for FDI. In contrast, time costs, law and order, and informal charges all have negative effects, reflecting complex relationships and suggesting that fundamental economic advantages may outweigh the role of regulatory institutions.

Overall, the results indicate that FDI is strongly influenced by economic factors and governance capacity, while the effects of other institutional dimensions are non-linear. These findings provide the basis for further discussion and policy implications in the following section.
4.4.2.2. Discussion of research results 
The FGLS regression results show that economic and institutional factors affect FDI attraction in the RRD through different mechanisms, with fundamental economic factors playing a dominant role, while institutional effects are complex and non-linear.

Economic variables exhibit clear and consistent effects. Market size (LnGRDP) and trade openness (ĐMTM) have positive and highly significant impacts, confirming that economic scale and international integration are the main drivers of FDI attraction. In contrast, labor quality (CLLĐ) has a negative effect, reflecting the fact that FDI inflows into the region are largely concentrated in labor-intensive industries, where labor costs are more decisive than skill levels.

For institutional variables, the proactivity of provincial leadership (TNĐ) is the only factor with a positive and statistically significant effect, indicating that implementation capacity and business support by local governments constitute the core institutional advantage in FDI competition. This result confirms that within a relatively uniform national legal framework, differences in local governance effectiveness are what truly differentiate investment outcomes across provinces.

By contrast, time costs (CPTG), law and order (TCPL), and informal charges (CPKCT) all have negative and statistically significant effects. This finding suggests that the impact of regulatory and integrity-related institutions may be outweighed by fundamental economic advantages, or influenced by reverse causality, whereby major economic centers both attract large FDI inflows and face greater institutional pressures. It also reflects investors’ willingness to adapt to institutional shortcomings in exchange for superior economic benefits.

The transparency variable (TMB) is not statistically significant in the multivariate model, indicating that transparency may exert an indirect effect, through strengthening governance capacity and the proactivity of local governments.
4.4.2.3. Quantitative analysis results with the adjusted sample 
- To test the robustness of the main model’s results, the thesis conducts an analysis using an adjusted sample, replacing Vinh Phuc province with Bac Giang province and repeating the entire estimation procedure. Diagnostic tests confirm the persistence of heteroskedasticity; therefore, FGLS remains the final estimation method.

- A comparison between the two models shows a high degree of consistency in the signs and roles of key variables. Fundamental economic factors such as market size (LnGRDP) and trade openness (ĐMTM) continue to have positive and highly significant effects in both models. Among institutional variables, the proactivity of provincial leadership (TNĐ) retains a clearly positive role, while time costs (CPTG) and law and order (TCPL) continue to have negative and statistically significant effects.
- Minor changes are observed: informal charges (CPKCT) lose statistical significance in the supplementary model, while infrastructure (CSHT) becomes significant when Bac Giang is included in the sample. However, these changes do not alter the overall conclusions.

- Overall, the robustness analysis confirms the stability and high generalizability of the research model, as the core conclusions regarding the dominant role of economic factors and local governance capacity remain consistent.
4.4.3. Overall assessment of reseach findings
4.4.3.1. Achieved results and institutional dimensions with positive impacts
The research findings indicate that the RRD provinces have achieved notable institutional improvements, particularly in the legal–administrative environment, contributing to enhanced FDI attraction. Quantitative analysis confirms that the proactivity of local leadership is the only institutional factor with a positive and statistically significant impact on FDI, highlighting the decisive role of implementation quality. Overall, institutional reforms are most effective in dimensions related to implementation and interaction, with the enabling role of leadership emerging as the most prominent driver.

4.4.3.2. Limitations and institutional dimensions with effects below expectations
The results show that IQ in the RRD still faces considerable limitations, evident in stagnant transparency, the lack of sustainability in controlling informal charges, and several inverse relationships between institutions and FDI attraction. This reflects an unstable business environment, in which fragmented institutional reforms have not generated substantial attractiveness for investors.
4.4.3.3. Analysis of the causes of limitations
The main causes stem from the dominance of fundamental economic factors (market size, trade openness, etc.) over institutional effects, along with reforms that are insufficiently coordinated, lack depth, and rely heavily on individual leadership. In addition, the persistence of informal practices and investors’ adaptive behavior continues to undermine reform effectiveness and reduce the sustainability of the institutional environment.
CHAPTER 5: SOLUTIONS TO IMPROVE PROVINCIAL-LEVEL INSTITUTIONAL QUALITY FOR ATTRACTING FOREIGN DIRECT INVESTMNET IN THE RED RIVER DELTA PROVINCES.
5.1. International and domestic contexts affecting the impact of provincial-level institutional quality on foreign direct investment attraction in the Red river delta
5.1.1. International context
- The Global Minimum Tax (GMT) reduces the role of financial incentives, forcing localities to shift toward competition based on institutional quality, implementation capacity, and public service.

- The restructuring of global supply chains leads investors to prioritize stable, transparent, and predictable investment environments, highlighting the role of leadership capacity and policy implementation.

- The 4.0 Industrial Revolution and the digital economy impose new institutional requirements, including intellectual property protection, flexible legal frameworks, and the capacity to build innovation ecosystems.
5.1.2. Domestic context
- The goal of becoming a developed country by 2045 and the shift toward selective, high-quality FDI increase demands on local IQ.

- Institutional reform is identified as a key development pillar, requiring local governments to enhance governance effectiveness and efficiency.

- The reorganization of provincial-level administrative units in the RRD creates opportunities for comprehensive and modern institutional restructuring, while also posing significant challenges in harmonizing governance and maintaining administrative proactivity.

- In the new context, local competitive advantages depend primarily on transparent institutional environments, low transaction costs, and effective governance capacity, rather than traditional incentives.
5.2. Development orientation and objectives of the Red river delta region
5.2.1. Strategic vision and key socio-economic objectives to 2030, with a vision to 2045.
- Achieve average GRDP growth of approximately 11% per year during 2026–2030, positioning the RRD as one of the leading growth engines of the country.

- Develop high-tech industries, the digital economy, and modern services, linked with innovation and high-quality human resource development.

- Develop Hanoi as a global connectivity hub; position Hai Phong–Quang Ninh as a center for the marine economy and international logistics.

- Invest in inter-regional infrastructure (transport, logistics, urban systems, seaports, and aviation) as a foundation for long-term investment attraction.
5.2.2. Strategic orientations in attracting and utilizing FDI
a. Orientation for FDI attraction
- Pursue selective FDI attraction, prioritizing high-tech sectors, semiconductors, supporting industries, renewable energy, digital economy and green economy.

- Focus on high value-added segments of global value chains, limiting simple assembly projects.

- Strengthen regional coordination in investment promotion and clarify functional roles among localities to avoid fragmented competition.
b. Orientation for FDI utilization and management
- Enhance the quality of project appraisal and post-investment monitoring to ensure efficiency and spillover effects of FDI projects.

- Prioritize the development of supporting industries and domestic enterprises.

- Link FDI attraction with infrastructure planning and workforce training to ensure that FDI supports the transformation of the growth model.
5.3. Solutions to improve institutional quality and enhance foreign direct investment attraction in the coming period
5.3.1.  Solutions to enhance implementation capacity and promote the enabling role of local governments
a. Rationale for solutions
b. Content of solutions
- Reform performance evaluation mechanisms toward outcome-based criteria and enterprise satisfaction.

- Standardize and enhance the quality of interaction channels with the business community.

- Establish incentive and protection mechanisms for officials who are willing to take initiative, innovate, and assume responsibility.
5.3.2. Solutions to enhance transparency and predictability of the legal environment
a. Rationale for solutions
b. Content of solutions
- Standardize, digitalize, and comprehensively disclose planning and land-related information.

- Ensure the rigorous and substantive implementation of consultation procedures in policy formulation.

- Improve the substantive quality of administrative procedures and the capacity of the judicial system.
5.3.3. Solutions to build an integritybusiness environment and reduce informal charges
a. Rationale for solutions
b. Content of solutions
- Strengthen independent oversight mechanisms and enhance the role of civil society.

- Reform inspection and supervision approaches toward risk-based methods and strengthened post-inspection

- Fully digitalize public services for enterprises.
5.3.4. Supporting solutions: continued strengthening of the socio-economic foundation
a. Rationale of solutions
b. Content of solutions
First, continue conducting policies to promote endogenous economic growth and expand market size.

Second, increase investment in connectivity infrastructure and promote deeper economic integration.

Third, develop a long-term and substantive investment strategy for high-quality human resource development.
5.4. Recommendations 

First, it is recommended that the National Assembly and the Government continue to review and amend overlapping and inconsistent legal regulations, particularly in sensitive areas related to investment.

Second, it is recommended that the Government direct ministries and agencies to develop a unified and publicly accessible national database on investment and the provincial-level business environment.

Third, it is recommended that the Government and relevant ministries promptly issue guiding documents and specific mechanisms and policies to support newly merged localities.
5.5. Research limitations and directions for future research
5.5.1. Limitations of the thesis
First, regarding research methodology, a inherent limitation is endogeneity issue.
Second, regarding variable measurement, the thesis uses registered FDI capital as the dependent variable.

Third, regarding research scope, the thesis focuses only on 11 provinces and cities in the RRD.

5.5.2. Directions for future research
- Methodology: Apply advanced econometric methods (GMM, instrumental variables) to better address endogeneity issues and test the robustness of results.

- Data: Use realized FDI capital instead of registered FDI and expand the sample to all 63 provinces and cities to enable inter-regional comparisons.

- Content: Analyze the impact of IQ by FDI type (sector, investor country); in particular, examine the effects of provincial-level administrative mergers on competitiveness and FDI attraction when longer data series become available.
CONCLUSION
This thesis examines the impact of provincial-level IQ on FDI attraction in the RRD in a context of profound changes in both the global and domestic investment environment. The research findings indicate that:

From a theoretical perspective, the thesis systematizes and deepens the theoretical foundation on the relationship between IQ and FDI attraction at the local level, while developing an analytical framework based on the KKZ governance approach to explain the role of PCI indicators. The results confirm that IQ has become a strategic and decisive factor in attracting high-quality FDI in the context of the Global Minimum Tax and global supply chain restructuring.

From a practical perspective, the analysis of data from 11 RRD provinces over the period 2009–2024 reveals significant disparities in both FDI attraction and institutional reform, in which differences in IQ constitute a key explanatory factor for divergent local outcomes.

From a quantitative perspective, the panel data model yields three main findings: (i) market size and trade openness are the strongest drivers of FDI; (ii) the proactivity of local leadership is the only institutional factor with a positive and statistically significant effect; and (iii) regulatory institutional factors such as time costs, law and order, and informal charges have negative effects, reflecting investors’ trade-offs between economic advantages and the quality of formal regulations.

From a policy perspective, the thesis proposes a coherent set of measures focusing on enhancing leadership capacity, improving transparency and the legal framework, and strengthening an integrity investment environment and socio-economic foundations to attract sustainable FDI.

Overall, the thesis achieves its research objectives and contributes both academically and practically, while providing an important scientific basis for policymaking aimed at attracting high-quality FDI in the RRD in the new development phase. Limitations related to data and research scope also suggest directions for future research.[image: image20.png]



