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After having read the thesis carefully, my conclusion is that the thesis is ready to be defended. In my 
opinion this is a good thesis and, on the basis of this research work, I am expecting the candidate to 
defend it successfully. There is obviously a lot of work behind the three essays, particularly regarding 
putting together the data set for Chapters 2 and 3. I was particularly impressed by the data work for 
chapter 3, a chapter which tackles an important issue even if I have some reservations with aspects of 
this essay.  

The three essays are publishable is specialized journals in international trade. However they will require 
additional work to be publishable in one of the top journals in the field. 

My report is divided in four separate parts. The first part briefly summarizes the main arguments and 
findings of each chapter. The second part collects general remarks about each chapter. The third part 
contains a few questions that can be used (or not) during the defense, and the last part lists typos.  

Let me add that I will concentrate my remarks on the economics of the issue only and not on the 
econometrics of the empirical chapters. 

1. Summary 

Chapter 1 includes firm heterogeneity and trade in intermediate products in a Markusen-Venables type 
model in order to investigate how multinational activities reshape the economic structure of a country. 
The purpose is therefore to introduce vertical linkages among firms through trade and FDI to analyze 
how the expansion of one type of firms (i.e. multinationals through FDI) affects the domestic firms. In 
order to do this, the model has an intermediate product market served by domestic and foreign firms 
through imports and a finished product that uses intermediate products as one of its inputs. This 
finished product market, only a domestic market as there is no trade, has two types of suppliers: 
domestic firms and multinational firms producing from the domestic country. The entry of new MNEs is 
assumed to come from more efficient firms than the domestic ones so that, with firm heterogeneity, the 
MNEs necessarily displace the domestic firms. One key question is whether this displacement leads to 
more or to less demand for intermediate products. The main answer provided by this paper is that the 
overall demand for intermediate products increases as result. 

Chapter 2 is an empirical investigation of the impact of FDI on the host economy between two key 
forces: the spillover effect leading domestic firms to become more efficient as a result of the presence 
of foreign multinationals, and the competition effect leading the surviving domestic firms to become 
more efficient in order to survive. In order to separate these two effects, both imports and MNE’s 
activities are taken into account assuming that imports create a competitive effect without creating a 
spillover effect, whereas MNE’s FDI activities create both a competitive and a spillover effect. Assuming 
that the competitive effect is the same both for imports and for FDI, the difference between these two 
impacts is attributed to the spillover effect. Estimating the impact on domestic production at the 
sectoral level, the results show that imports do reduce domestic activities, and that FDIs effects do not 
create more negative effects than imports. This supports the idea that once the competitive effect is 
taken into account, the spillover effect tends to have a positive impact on domestic industries. The 
analysis is complemented by regional decomposition and robustness checks.  

Chapter 3 investigates empirically the relationship between MNEs and intermediate good producers. 
The main issue is the extent to which these providers are domestic and foreign (whether through 
imports or foreign owned suppliers). This essay is thus linked to the first chapter of the thesis. However 



since the first chapter does not have very much to say about the trade off between domestic and 
foreign use of intermediate inputs, the hypotheses come from general functional forms taking into 
account the different possible interactions between intermediate and finished products including 
through exports and imports. This leads to five effects whose signs come from extraneous sources (and 
not from the analysis of chapter 1). The empirical results necessitate first to put together a large and 
complex data set since knowledge of the input-output interactions among sectors is key to the analysis. 
The empirical results show that domestic intermediate providers can benefit from the presence of 
foreign firms but that there is a preference of the part of the foreign firms to get supplies from other 
foreign firms whether through imports or through domestic transactions among foreign firms. 

2. General observations 

By assuming away trade in the finished product, the model developed in Chapter 1 is more restrictive in 
its interpretation than what it could potentially be. In particular, as it stands, it cannot be interpreted as 
a simple model of global supply chains. In some sense, this is too bad as it limits the potential usefulness 
and impact of the analysis. Global supply chains are attracting a lot of attention and in particular how 
changes in policies, market conditions etc affect them. This is important for policy purpose and 
increasingly so since the Great Trade Collapse of 2008. Consider for instance how a long and sustained 
change in exchange rate may induce multinational firms producing in a country to reallocate production 
elsewhere and the impact of these decisions for the host/destination country including through its trade 
of finished and intermediate products. These linkages and these decisions typically lead to strong 
increases in trade in both directions when these supply chain links are established and strong decreases 
in trade when they get dissolved or shifted. Moreover these trade effects impact both finished and 
intermediate products, as well as the domestic firms that may supply these MNEs. Increasingly we are 
learning that these trade flow effects respond quite differently to shocks than in an environment 
without supply chains precisely because these trade linkages are important and different. There is a 
growing literature on this especially following the Great Trade Collapse. 

Why do I write this? Although I completely understand why a candidate wants to `add realism’ to a 
model already published, I do not think it is the best motivation to publish well a journal article version 
of this chapter. In my opinion it would probably be easier, and it would certainly be more interesting to 
frame and to motivate such an article (and indeed chapter 3 as well) through a specific and new issue 
such as the impact of global supply chains rather than to `filling a gap’ in the literature.  

The analysis is well conducted and the main results (such as Theorem 1) are interesting. The results 
coming from the assumption that intermediate products can be imported (one of two central features 
used to justify the model) are however quite disappointing. In particular the results in section 1.4.3 
require additional and somewhat ad hoc assumptions with respect to the basic model structure in order 
to get any result on this front. This is a weakness of the chapter. One then wonders why the assumption 
of traded intermediate products was made in the first place. If it is maintained I would encourage the 
author to push this further (when preparing an article for publication, not for the thesis) and to see what 
it would take to generate more interesting results on this specific front. 

Chapter 2 develops a good idea and is a very nice chapter to read. But it makes one assumption that is 
probably affecting the empirical results or at least the conclusions one can draw from the results, 
namely that the competitive effect is the same for imports and for FDIs. This assumption is not discussed 
(maybe the literature on this is thin but it is still important to discuss this point). My claim is that the 
competitive effect is stronger through FDI’s than it is through imports (for a given level of market 
penetration). There are at least two reasons for this. The first has to do with the difference in terms of 



commitment that each type of market participation implies and the effect of this commitment on 
domestic firms. Even if the market penetration is the same in both cases, the threat of competition for 
domestic firms is weaker with imports due to the higher uncertainty (policy variations and/or exchange 
rate variations) and a smaller commitment to the host market by exporting foreign firms than by foreign 
firms established through FDI. This particular difference may of course not be as strong when the 
countries are linked through an economic union with respect to a situation where countries are not but 
the difference of commitment (through sunk investments in particular) remains. The other reason is 
through the sorting of firms. Helpman, Melitz and Yeaple’s type models tell us that the more efficient 
foreign firms tend to invest and less efficient ones tend to export when they do engage in international 
activities. This ought to have different competitive effects between imports and FDIs on the domestic 
firms. The good news is that, if my claim holds, the positive difference found in this chapter is 
underestimated, not overestimated. Still this requires some analysis both from a conceptual and from 
an applied econometrics approaches. 

Chapter 3 is shorter than the other chapters but the work involved is surely high. The relative short 
length of the chapter gives an impression that the analysis is more tentative, less deep. As a result, 
additional hypotheses should be investigated, more explanations should be provided in order to gain 
more confidence in the results (again mainly in order to publish a paper out of it). There is for instance 
no robustness test and the discussion of the results is quite short. The strong effect of the foreign 
presence in the case of Western countries could be due to the strong presence of foreign affiliates but 
there is no discussion or test about this issue. We do not know either if the spillover on the domestic 
firms is strong/weak and whether there is any way we can assess this. Thus more work will need to be 
done to have a solid and publishable paper.  
 
This chapter could/should also be related to Altomonte et al. (2012) even if the focus is a bit different. 
The concern of that paper is also to consider the vertical links between firms but it considers the 
ownership links between these firms to see whether the response to a shock (such as during the great 
trade collapse following the financial crisis ) is different across ownership structures (see Altomonte, Di 
Mauro, Ottaviano, Rungi and Vicard, 2012. Global Value Chains during the Great Trade Collapse: A 
Bullwhip Effect?, ECB Working Paper 1412).  
 
Finally, in both Chapters 2 and 3, FDI is defined as a ratio of sales by foreign owned firms with respect to 
total sales.  Why calling this ratio FDI and not what it is, which is the share of sales by foreign-owned 
firms in total sales? What one cares here is the importance of foreign firms in a market and sales look 
more important to evaluate this than FDI even if one had precise statistics about FDI. More generally, 
even if this ratio looks like it has been used by others, I find this conceptually odd and I do not see why 
we should call this FDI as FDI is a (fixed) input into to some production process whereas sales is an 
output. 
 
Potential questions during a defense:  

1. Chapter 1: What is the value added (or the usefulness) of having imported intermediate 
products in the model?   

2. Chapter 1: What would it take for the model to have more to say about trade in intermediate 
products without having to add vertical or spillover assumptions such as in Section 1.4.3? Would 
a model where the degree of substitutability between foreign intermediate products is higher 
than among domestic ones do the trick with respect to Section 1.4.4. and be a tractable model 
at the same time? 



3. Chapter 2: How would you address empirically the hypothesis that the competitive effect 
associated with FDIs might be stronger than the one associated with imports?  

4. Chapter 3: Many transactions especially foreign transactions are done among affiliates while 
others are among firms that are at arm’s length. How is this dimension taken into account? If it 
is not, how could these different `types’ of transactions affect the results and what robust 
checks could you do about it? 

5. Chapter 3: Would you say that the spillover effect on domestic firms is strong? Weak? Is there a 
way to assess this in some relative terms? 

 
 
Typos and short remarks: 

1. Chapter 1 typos; among them: 
a. Like Markusen and… in the first sentence of 1.3.2.   
b. Before I derive the sign of … on the top of p20 
c. This theorem states the conditions … just after Theorem 1 
d. `goods’ in the second last line of p21. `Thus’ can be eliminated in the next line. 
e. This finding is similar… in the first paragraph of 1.4.2. 
f. More favorable than… in the second last line of p25 
g. When we have a look at the proof … in the middle of p26. The larger theta is… is the 

same sentence 
2. Chapter 2: 

a. On page 51, a link is established between dominant foreign firms and these firms having a 
competitive advantage over domestic firms. Firms do not need to be dominant to have a 
competitive advantage. 

b. I find it quite odd (i.e. not really appropriate) to find in a sentence in a thesis such as 
`available upon request’ (written twice in this chapter). This is fine in an article once the 
additional material has typically been sent to referees. Like journal referees, thesis 
evaluators should receive this material even if it is ultimately not published or not part of a 
thesis. Otherwise this is nothing more than a `demonstration by affirmation’. 

c. P46-middle: `adapt to the situation’ instead of `accommodate…’ 
d. P54-first two sentences of 2.4.3.: in both cases, `aggregated at the industry level’. Also to be 

changed later in the text such as the first sentence of 2.5.1, at the bottom of page 61 
(including `at the firm level’). 

e. P57-second last para.: `with sales as the dependent variable..’ 
f. P58-middle: `time to adjust..’. 
g. P66; in two different spots on this page, `it has to be admitted’ is a bit a odd formulation. 

`One has to accept’ or simply `it is true’. 
3. Chapter 3: 

a. In many places, the term `downward FDI’ is being used. It would be useful to define this 
once and for all and indicate that the term `FDI’ is used thereafter. 

b. P85 –first bullet point:  `..negative for at least two reasons.’ In the 4th line. `Really’ is not 
necessary in the third last line; `through FDI’ in the same line; `as the presence’ in the next 
line. 

c. P88: -middle: `..to one component of the factor..’  
d. P89-top:  `Before we can proceed to the empirical…’ 
e. P90- 2nd half: `I linked the data..’ 
f. P92:  `slightly’ at the end of 3.5.5. 



g. Tables 3.1 and 3.2: `Foreign sales’ is reported to have a significant coefficient of zero; this 
makes little sense to me. It must be an issue with the unit of measurement of the variable 
to be modified in such a way that there is actually a positive coefficient and standard error. 

h. P95-top: `These results are consistent with..’ rather than `These results confirm..’. 
i. P95 first half:  `due to high collinearity’; beginning of next para.:  `the coefficient  of the 

interaction’ (?);  same para.:  `the demand for intermediary good is shown by the 
coefficient..’ 

j. P95-end of 2nd most para.: You mean the other way around regarding the implications of 
the changes given the values of the elasticities. 


