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This dissertation would be better titled “Essays on the Effects of Foreign Direct 
Investment,” as all three of the essays deal with this topic.  Chapter One provides a 
theoretical model that extends what has appeared previously in the literature and which 
highlights two effects that the subsequent two chapters explore empirically:  the effect of 
FDI on total factor productivity (TFP), and the effect of FDI on the sector supplying 
intermediate inputs.  The whole thing is very well done, and I am more than comfortable 
recommending that the author be allowed to proceed with a final defense of the dissertation 
and be awarded the PhD. 
 
The theoretical model builds on prior work primarily by Markusen and Venables, who 
modeled FDI into a country where the resulting firms would demand intermediate inputs.  
Their model, written in 1999, did not allow for heterogeneous firms, a feature that has 
become standard in the years since Melitz (2003) introduced these into the theoretical 
literature of trade.  Nikolovová allows for these, and it is a very important extension, since it 
is only through this mechanism that changes in industry size can have a meaningful effect 
on productivity.  Here, FDI takes the form of entry of foreign firms that are more productive 
than those already present, and these firms displace some of the less productive firms that 
existed.  At the same time, they may demand intermediate inputs differently than the 
displaced firms. 
 
It makes good sense that this FDI would increase TFP, but previous empirical work has 
been clouded by the fact that measurements of TFP based on value of sales cannot 
distinguish the price-reducing effects of greater competition from effects on productivity.  In 
her second chapter, Nikolovová avoids this problem very creatively by looking not just at 
the effects of FDI, but instead at a comparison of these with the effects of imports.  Since 
the latter should have the same competitive effects as FDI, this allows her to isolate the 
effect on TFP.  I found this to be very clever and compelling, and I expect this second 
chapter to be easily publishable in a strong academic journal. 
 
Whether the first purely theoretical chapter will be attractive to strong journals, I do not 
know, as it may be viewed as only a minor extension of existing work.  Most likely, she will 
want to package it along with Chapter Two as simply the theoretical basis for her empirical 
work. 
 
Chapter Three deals with effects of FDI on the sector of upstream intermediate inputs.  This 
is not nearly as interesting in my view, as Chapter 2, since the topic becomes very messy 



with a long list of channels through which FDI may affect that sector.  I did not always 
understand each of these effects as well as I would have liked, but since the purpose is just 
to motivate a set of regressions in which FDI appears with a long list of interaction terms, 
I’m not sure that is very important.  The results seem to be competently done, and I expect 
they will provide a useful contribution to this burgeoning literature. 
 
Overall, than I am very impressed with both the quantity and the quality of the research 
presented in this dissertation.  Ms Nikolovová writes extremely clearly and presents her 
work much better than many dissertations that I have read.  She is very adept at both 
theoretical and empirical analysis, and she’s done a massive amount of work to assemble 
the data for her empirical chapters.  These required putting together data from different 
sources that were not easily combined, and I expect that her concordance of these disparate 
classifications will become a useful tool for others. 
 
If the level of the analysis throughout were only that of Chapters One and Three, I would 
still be fully inclined to approve the dissertation for the PhD.  But I found Chapter Two to 
be particularly strong and informative.  On the basis of it alone, I would rank this 
dissertation as one of the better I have read. 
 
Rather than provide a list of specific comments on the dissertation, I will attach my 
annotated draft for Ms Nikolovová’s use.  Most of my annotations are minor editorial 
changes, which I’m sure that others could provide but I couldn’t resist noting as is my 
custom in reading student work.  My comments and questions in the draft are few, and none 
are serious. 
 
  


