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Abstract

This study investigates the impacts of international trade and foreign direct investment (FDI) on
income distribution both nationally as well as provincially in Vietnam. This study uses panel data
of 63 provinces in Vietnam for the period of 2008-2016 and a time series dataset from 1992 to 2016.
We found the following results. First, the income distribution is significantly affected by per capita
income. When we consider the Kuznets hypothesis, the intra-provincial income inequality of
Vietnam’s 63 provinces follows a regular U-shaped relationship. In contrast, the income distribution
in Vietnam exhibits an inverted U-shaped relationship between the Gini coefficient and per capita
income. Second, the inward FDI tends to reduce income gaps in each province through the
employment of predominantly low-skilled workers. FDI, however, seems to increase income
inequality throughout Vietnam. This result is potentially due to the strong concentration of FDI into
a very few areas. Third, the effect of trade openness exhibits a decrease in inequality both within
each province and in the whole country of Vietnam.
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Fig. 1. Decomposition of labor(%)
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Fig. 2. FDI Inflow in 6 Areas(100 Mil USD)
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Fig. 3. Export & Import by region(bil. USD)
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Fig. 4. Gini Coefficient by region
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FAAGIL felal Fel grem veniA
Barro®] Uz} 7P o] AAHA Q= AoE H

M lo 8 O ox
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Table 1. Regression for the Intra—area (FGLS)
model 1 model 2 model 3 model 4 model 5 model 6
const 3.047" 3.9317 3.7917 45417 3.802" 4145”7
(0.000) (0.000) (0.000) (0.000) (0.000) (0.00)
InPGDP -0.217" -0.252" -0.161" -0.554" -0.184" -0.362"
(0.000) (0.000) (0.005) (0.000) (0.006) (0.000)
0.029" 0.037" 0.026" 0.075" 0.030" 0.054"
InPGDP2(0.001) (0.000) (0.002) (0.000) (0.002) (0.000)
-0.009" -0.004* -0.004*
InFDI (0.000) 0.014) (0.004)
-0.023" -0.018" -0.019"
InTRADE (0.000) (0.000) 0.00)
-0.003 0.009"
InINF (0.189) (0.015)
no. obs 315 272 315 252 272 214
note: " p < 0.01; ** p € 0.05 * p € 0.10 numbers in () are p-values
Table 2. FGLS results for cross section data using averages of provinces
model 1 model 2 model 3 model 4 model 5 model 6
const 491" 4612" 4.416" 49317 4.0714" 4.381"
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
InPGDP -0.794" -0.666** —0.550** -0.785" -0.49" -0.448'
(0.002) (0.019) (0.033) (0.001) (0.034) (0.055)
0.113" 0.994* 0.085™ 0.112" 0.079" 0.073"
InPGDP2 (0.002) (0.016) (0.021) (0.002) (0.017) (0.027)
InEDI -0.012* -0.009 -0.010
(0.081) (0.148) (0.100)
-0.028" -0.026" -0.026"
InTRADE (0.021) (0.023) (0.020)
0.010 0.091
InINF (0.902) (0.289)
no. obs 63 63 63 63 63 63
note: ~ p € 0.01; " p < 0.05 * p ¢ 0.10 numbers in ( ) are p-values
olty, &, AALA 27] o= £258HS o3k Aoz YElttl FDI fY Hofol
T} SRR R ZRAE 0] o HE o 2o fHesS uggtew =o| A%
Tt A5EHTo| Al 43tEE Ao 3 A= dF AR} Folue AL vl
2 N ok EA, 03 HE R S ©]& Rosas(2007), Mugeni(2015)9] A}e} ¢
7He 25EH5S g3 e Aes vehyt gt} F71&, trade(F-< a0l
o}, FDIY AlFE 29 RIE FoFEddA FE S5 Yehta glo], 9 u|Fo] =
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Table 3. Inequality in the Whole Country

model 1 model 2 model 3 model 4 model 5 model 6 model 7 model 8

cont 257" 379" 3619 205" 200" o7 208" 20M"
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
INPGDP 0307 0341 031" 0.18 034" 038"
(0.0%0) (0019 (0.001) 013 (0.002) (0.009)
npeppy 00 0@ 0@ 00 -0 007
(0.0%) (0.034) (0.007) (0.209) (0.019 (0.0
008~ -0.008 -0.001
InFDI 0.009) 0419) 089
07" 0018 00" 00
InTRADE (000) (0086) 000 (00
008" 008" 0008™
IniNF 0 0 009
no. obs 24 24 24 24 24 21 21 21
R2 0.969 0.342 0.937 0.970 0.971 0.971 0.980 0.980
note: ~ p € 0.01; " p € 0.05 " p < 0.10 numbers in ( ) are p-values
A% 25R7F] U Ae AL st o §e AEste] BHG L3} FARWAES <)
ZYolde At %o F3E Holal 5% g 5= 21t olol] wkel FMOLS(Fully Modified
oA Fold o ek, AFdold  Least Squares WO HARMG Avke
o F7hs 2SBWF) I JFS vINE (Tuble 3)sh Bk
Ao s (Table 3) ol BH, 87%AN F3} 255
oleist BN ANE By U5 ddule]  FH ASRASEE el ASEY 49
B ARgshA a 637) Aol sl 2 Wl B1=031, f2= 0,019 gho] Uiskor] e
Zol Yg Tohol YUWARE THT e AT A0 vehEnh o 25 57 )
o8 olgte] FAHEME AAlste] Bkl of meh 25RFEEA Aol AX} A
A3k thgelshl vebsith (Table 2) 4 25 F2e AvE BYEE} gaste
Kuznetse] U 7Ho] AAE1 9 A&

2. HIEH HHO| ~5=8S
oAl MEe] Ao} 7t £5RHF | v
FFE ATRI] A (4 2)& ol gste] 3

o -
w45}E A HolElE B4 w ejso}
3]

s Fag £AIQ] vlolE 9] QFgAd(stationary)
of tigh Mg WA AlgstdEd BE Wy
o] A5 &9l &8k Ao vEgth

oo e} WpTle] FHE AAVE EAHFE
ohansen(1991)2] FH$=7A
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Fig. 5. Relations of income level and inequality; whole country and intra—province
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(Table 3) 9] 37X AA=RY & < V., QoF 4l A=
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g S & Qlok, w3k, AZdloldEo] A ZA7F HEES] AS5EH] AdElo] o' S
=3t A5 EH 50| AAE AoZ et nHEAE ASEAE] f18) HEY dolH
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o] A 7t} HETS] 7 AH | A5EHT Ed 7 A9 oA AS5EHTH HEY
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QuUA FAF 22 AT SASAT HET HA, FAgh e} o= A2 HFA} Ful7t Wl
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