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ABSTRACT
This study investigates the changes in the trade relationship between Vietnam and the
US, with a focus on GDP, tariffs and distance, the impact of the US-Vietnam Bilateral
Trade Agreement, and the effects of diplomatic tensions between the US and China
on Vietnam's exports to the US. The study also analyses the panel data set which
spans from 2001 - 2021 and compares to exporting partner countries. In this study,
The gravity model equation was estimated using linear regression and random effects
GLS regression, while estimation tests such as the Breusch-Pagan Test, Breusch-
Godfrey Test, AIC, BIC, and VIF Factors were used to ensure the reliability of the

results.

Overall, the study provides findings that could guide policymakers in developing
effective strategies to enhance the performance of Viethamese exports and further
strengthen the trade relationship between Vietnam and its key trading partners. Future
studies could investigate the potential impacts of non-economic factors on Vietnamese
exports, such as social norms, culture, and institutional frameworks, to gain a better
understanding of the country's trade relationship. Additionally, qualitative research
methods such as case studies and interviews with key stakeholders in the export

industry could provide further insights into the factors influencing Viethamese exports
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CHAPTER ONE
1.0 INTRODUCTION
International trade is a fundamental part of the global economy, enabling countries to
specialize in certain goods or services and trade with other countries for products or

services they cannot produce as efficiently themselves (Suranovic, 2020).

This trade can take various forms, which includes imports and exports. Imports
involves goods and services being brought into a country from abroad, while when
goods and services are produced locally and sold to foreign markets it is called Export
(Spector, 2018). It is usually facilitated by various organizations such as trade
associations, government agencies, and global financial organizations like the World
Trade Organization (WTQO) and International Monetary Fund (IMF) in order to promote
economic growth, reduce the rate of poverty, enforce rules and regulations and lastly

to promote political stability (Ozdemir, 2008).

The case of Vietham demonstrates how international trade can shape the economic
development and growth rate of a country. As one of the fastest growing economies
in the Southeast Asia, Vietnam's shift towards a modern market economy from a
centrally planned and closed economy has been significantly influenced by
international trade. However, this transition has not left out the challenges that comes
with iti.e., the country has witnessed and faced numerous challenges in this transition,
including economic sanctions and wars. For instance, following the end of the Vietnam
War in 1975, Vietnam was subject to a US-led trade embargo that lasted until 1994.
During this period, Vietham's economy was largely isolated from the global economy,

and the country struggled to achieve economic growth (Suryadinata, 1991).

In the face of obstacles, Vietnam has made noteworthy advancements in incorporating
its economy into the worldwide market. One of the significant turning points that
contributed to Vietnam's shift towards a market-based economy was, in 1986, the
Vietnamese government initiated a set of economic changes known as "Doi Moi,"
which sought to shift the country's economy from a centrally planned model to a
market-oriented one (Pernia & Deolalikar, 2003). Despite both favourable and
unfavourable consequences, the beneficial results of these reforms have ultimately

prevailed in the long term (The Economist, 2019).
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During the Doi Moi period, the Vietnamese government adopted a more lenient
approach towards the economy. It lessened its grip on trade regulations, encouraged
foreign investments, and lowered trade barriers. The market was opened to private
enterprises alongside state-owned ones, while the labour and land markets underwent
liberalization. The lifting of price controls and devaluation of the exchange rate were
among the measures implemented to boost exports and stimulate economic growth,
leading to a notable reduction in poverty levels in Vietnam. The growth of its economy

can be attributed to the successful implementation of these reforms (Cooper, 2002).

While Vietnam’s economic transformation has resulted in significant gains in terms of
GDP growth and poverty reduction, there are worries that the benefits have not been
evenly distributed and that segments of the population has been left behind. For
example, some have argued that rural poor have not gotten enough benefits as much
as the residents in the developed regions since the opening of the country’s economy,
and that it has resulted in inequality of income. Additionally, corruption remains a
challenge in Vietnam, with some critics suggesting that the country’s reform has not

been so effective in addressing this issue. (Leproux & Douglas H, 2017).

Nevertheless, Vietham’s economy, is recognized as a significant player in the global
economy, exporting various products such as textiles, electronics, and agricultural
goods to different countries worldwide. However, despite the progress made in the
economic reform, Vietnam still faces infrastructure bottlenecks, such as limited port
capacity, inadequate transportation infrastructure, and limited access to credit for
businesses. These factors tend to hamper the efficiency and competitiveness of

Vietnam's trade (Leung, 1999).

It is important to consider the impact of protectionist policies implemented by certain
nations. Such policies have the potential to undermine the country’s economic growth
and prosperity. For instance, the implementation of trade protectionist measures by
countries like the United States and China can negatively affect Vietham's exports as
highlighted by (Vu et al., 2020).

Moreover, the US-China trade war, adversely impacted Vietham's trade and economic
growth because Vietnamese exports to the US faced tariffs during the process of

exports of goods and services (Dhar et al., 2022). Certain nations have imposed non-
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tariff barriers, such as technical regulations and standards, that may restrict
Vietnamese products from accessing their markets. In spite of these non- tariff
barriers, such as technical regulations and standards, that can restrict them, its export

trade sector still experiences steady growth (Worldbank, 2023).

Vietnam’s remarkable economic transformation is evident from substantial rise of GDP
per capita from $98 in 1990 to $2,752 in 2019, according to the World Bank. This
impressive growth can be attributed to a range of sectors, including agriculture,
manufacturing, and services. In particular, the electronics industry has played a critical
role in driving export growth, along with other products such as textiles, footwear,
seafood, coffee, and rice. In addition, Vietnam's agriculture sector has also played a
significant role in economic growth, making it one of the largest exporters of rice and
coffee globally. Furthermore, the services sector, particularly tourism, has also

contributed to the country's growing economy in recent years (World Bank, 2021).

The IMF found that Vietnam's integration into global value chains has helped to
increase its productivity and export competitiveness by specializing in certain stages
of the production process. Vietham has been able to use its comparative advantages
and increase efficiency, which has contributed to its economic growth. In addition,
changes in commodity structures have also played a role in Vietnam's economic
growth. For example, Vietham has shifted away from low-value-added commodities,
like unprocessed foods and textiles, to higher value-added goods, like raw agricultural
products (IMF, 2022).

There are many potential causes for the shift in export composition towards high-tech
and high-value products, such as government policies that promote these industries,
investments in technology and innovation, and the country's skilled workforce. The
potential benefits and drawbacks of this shift involved Vietnam’s benefit from
increased competitiveness in global markets as it uses its comparative advantages
and increases efficiency. The shift towards specialization in certain stages of the
production process has had the potential to capture more value from exports, leading
to increased profits for companies and economic growth. Furthermore, by opening to
foreign investment and offering guarantees for repatriation of profits, Vietham has
attracted more foreign investment, leading to increased capital inflows and economic

growth. Additionally, integration into global value chains has exposed Vietnamese



Changes In Export Trade Relationship Between Vietnam and the US

companies to modern technologies, knowledge, and management practices,
potentially leading to improvements in productivity and competitiveness. But also, the
challenges of rapid technological changes and competition from other countries in the
same industries can pose challenges for Vietnam to keep its competitiveness. Finally,
there may also be concerns about environmental and social impacts associated with

increased industrialization and international trade (Lin & Monga, 2011).

The implementation of the US-Vietnam Bilateral Trade Agreement in 2001 brought
about a significant transformation in the trade and investment relationship between
the United States and Vietnam. As per the report from the United States Trade
Representative, the trade between the two nations surged from $1.4 billion in 2001 to
more than $90 billion in 2020. During the same period, U.S. exports to Vietham grew
from $1.5 billion to $10.5 billion. Furthermore, the United States' foreign direct
investment (FDI) in Vietnam rose to $12.7 billion in 2020, positioning the United States

as the 11th most prominent foreign investor in Vietnam (Hanoi, 2003).

The United States is a significant trading partner for Vietnam since 2019, as it was
noticeably recognized as the United States the country's largest export market due to
its ability of spotting and leveraging on potential large and diverse consumer market,
which has led to the creation of demand for a range of goods and services for
Vietnam’s economy. Since then, Vietnam has experienced a significant increase in
exports trade to the US (Nguyen & Phuong, 2019).

The US market has been particularly important for Vietnam's textile and apparel
industry, which accounted for over 50% of Vietnam's exports to in 2020 (Fukase,
2013). It been a significant source of foreign direct investment (FDI) in Vietnam,
investing in various sectors such as manufacturing, energy, and technology, with the
United States ranking as the 11th largest foreign investor in Vietnam with a total FDI
of over $9 billion (equivalent to about $28 per person in the United States) in 2020
(Hoang Manh, 2023).

Nonetheless, these developments have also posed several challenges for Vietnam,
including the need to navigate complex trade policies, intellectual property rights, and
labour standards. Despite these obstacles, the significance of the US market for

Vietnam cannot be overstated, and the economic relationship between the two
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countries will continue to play a pivotal role in shaping their future growth trajectories
(United States Trade Representative, 2010).

1.2. Research Questions

The objective of this study is to capture the overall trends and patterns in Vietnam's
exports to the US by utilizing the panel dataset of export trade value from industries
such as Textile and Apparel (HS codes 50-63), Footwear (HS code 64), Electronic
Products (HS codes 85), Machinery (HS codes 84), Agricultural Products (HS codes
01-24) in estimating the gravity model from time period of 2001-2021.

These industries have been selected based on their significant export trade value to
the US market, experience with changes in tariff rates and barriers, significant price
fluctuations, sensitivity to exchange rate changes (U.S. Census Bureau, 2021).

The findings will offer valuable insights into the factors that have contributed to the
growth and diversification of Vietham's exports. This will enable policymakers and
businesses to gain a better understanding of the dynamics of the export trade

relationship between Vietnam and the US.
In order to achieve this objective, this study poses these three research questions:

1. How does the economic and geographic factors, such as GDP and distance
affect the bilateral trade relationship between Vietham and the US?

2. To what extent did the implementation of the US-Vietnam Bilateral Trade
Agreement in 2001 affect the trade relationship between Vietnam and the
United States in terms of trade flows and economic integration?

3. How did Vietnam’s exports to the US benefit from diplomatic tensions between
the US and China since the Trump administration’s trade war and the continued

hostilities under the Biden administration?

There have been influential factors captured by other studies, both measurable and
unmeasurable factors such as economic factors (GDP of both countries, trade
openness, tariff and non-tariff barriers, exchange rates, inflation rates, labor costs and
productivity, and export prices), geographic factors (distance between the two

countries, transport costs, and natural resources and climate), and institutional factors
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(trade agreements between the two countries, trade policies and regulations, political

stability, legal frameworks for trade, and intellectual property rights protection).

However, for the purposes of measurable analysis, this study will focus on the
following factors: economic factors (export trade value, exchange rates, and GDP of
both countries), geographic factors (distance) and dummy variables for bilateral trade

agreement (openness to trade) and US- China Trade Tensions.

The Panel data set is obtained from reliable sources such as the Trade Map, United

Nations Com-Trade database, and the World Bank's World Development Indicators.
1.3. SIGNIFICANCE OF THE STUDY

The end goal of this research is to address these research questions and generate
valid results that contribute to a better understanding of the trade relationship between
Vietnam and the United States. The purpose of including the questions that can be
measured by the gravity model, is to also provide a more in-depth and comprehensive
analysis of the factors that have influenced the trade relationship between Vietnam
and the United States. This will help to bridge the knowledge gap and provide a better

understanding of the trade relationship.
1.4. STRUCTURE OF THE THESIS

The study is organized in six chapters. After this introductory chapter, chapter 2
provides some background on Vietnam’s economy and the role trade has played in its
economic growth, particularly with the US. Chapter 3 outlines a theoretical framework
by which to study US-Vietnam trade patterns and reviews relevant literature. Chapter
4 discusses the modelling construct of the gravity model and the various tests to the
context of this study, and the results are reported in chapter 5. The conclusions in
chapter 6 would provide insights, policy recommendations and the limitations and

suggestions for future research.
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CHAPTER TWO
2.0 BACKGROUND

This chapter encompasses Vietnam’s economic and political trade history and the

overview of the macroeconomy and how it interacts with the partner countries.
2.1. Economic and Political History

Vietnam was a colony of France in the late 19th and early 20th centuries. Viethamese
nationalists proclaimed their country independent after World War I, but it was split
into communist and South Vietham (BBC News, 2023).

The Second Indochina War lasted from 1955 until 1975. Vietnam experienced
enormous economic and social dislocation because of the war and faced numerous
difficulties such as inflation, shortages, and infrastructure degradation, including
damage to buildings, bridges, and roads. As rural communities were uprooted and
agricultural production fell, the agricultural sector, which served as the foundation of
the economy, was severely impacted. Due to the destruction of highways and ports
and the withdrawal of support from numerous commercial partners, the war also
affected trade. The war also resulted in considerable social disruptions. Millions of
people were compelled to evacuate their homes due to conflict, and many of them

ended up as refugees in other regions of Vietnam or in nearby nations (Spector, 2023).

Vietnam underwent a transformation towards a more market-oriented economy, which
was initiated by the 6th National Congress of the Communist Party of Vietnam. It
marked the beginning of the Doi Moi reforms, these reforms included liberalizing trade
and investment policies, encouraging private enterprise, it was able to open the
country to more foreign investment. Foreign investment was some of the primary areas
where the Doi Moi program was concentrated, policies in the agricultural sector
changed from a farming system to one that was more decentralized, allowing farmers
to keep a bigger portion of their revenues. A considerable rise in agricultural output as
a result of this policy reform helped to reduce poverty and increase food security. The
government started promoting the growth of private sector and foreign investment in
the industrial sector. The economy's once-dominant state-owned firms were gradually
privatized, and new rules were enacted to promote international investment (Tu
Packard & S. Thurman, 1996).
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In the decades that followed, the reforms sparked an increase by 6-7% per year since
the 1990s, with occasional fluctuations. From 2011 to 2019, the average annual
growth rate was 6.5%. In the economy and decreased poverty, it became one of the
world's fastest-growing economies, the economy grew at an average rate of 7.5% from
1991 to 2000 and 6.5% from 2000 to 2018 (Tran, 2022).

The Foreign Investment Law of 1987 allowed for increased foreign investment in
Vietnam and helped to attract foreign capital and technology. Decree 53 in 1992
established the legal framework for private enterprise in Vietnam, which enabled
individuals to establish private businesses and engage in free trade. The World Trade
Organization membership of Vietnam in 2007 was a crucial step toward that country's
economic integration. It signalled Vietnam's commitment to trade liberalization and
provided the country with greater access to foreign markets and increased foreign
investment (Do-Pham & Tran-Nam, 2002).

Vietnam has recently emerged as a significant exporter of manufactured goods,
particularly electronics, textiles, and footwear. The country also has a rapidly
expanding middle class and a more diverse economy. Despite Vietnam's economic
progress, the country still faces several challenges. Corruption remains a significant
problem, with Vietham ranking 104 out of 180 countries in Transparency
International's 2020 Corruption Perceptions Index. Income inequality is also a growing
concern, with the richest 20% of the population earning nearly ten times as much as
the poorest 20% (Transparency International, 2023). Environmental degradation,
including air and water pollution, deforestation, and soil erosion, is another significant
issue. In addition to these challenges, Vietnam has experienced political changes in
recent years, with a greater emphasis on democracy and human rights. However, the
Communist Party remains the dominant political force in the country, and there are
concerns about limitations on freedom of expression and assembly. The party
maintains a firm grip on political power, with a centralized decision-making process

that can limit the ability of citizens to influence government policies (Van, 2023).
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FIGURE 1a: Vietnam ranking 104 out of 180 countries in Transparency International’s
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FIGURE 1b: Vietnam ranking 104 out of 180 countries in Transparency

International's 2020 Corruption Perceptions Index.

Source: General statistics office of Vietnam.
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FIGURE 2: Trend analysis of Vietnam’s Balance of Trade (2001-2021)

Source: General statistics office of Vietnam
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FIGURE 3: China vs Vietnam exports to the United States from (2000 — 2022)

Source: General statistics office of Vietnam
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FIGURE 4: Vietnam’s exports to the United States (1999-2021)

Source: General statistics office of Vietnam

Vietnam Exports to United States was US$96.33 Billion during 2021, according to the
United Nations COMTRADE database on international trade.
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FIGURE 5: Vietham’s government budget from (2000 — 2020)
Source: Asian Development Bank

Vietnam recorded a Government Budget deficit equal to 3.40 percent of the country's

Gross Domestic Product in 2021.
2.2. Overview of Macroeconomy

This table shows a summary of the steady growth of Vietnam’s economy over the
years, with a notable increase in GDP from 2010 to 2021. The country’s export values
have been consistently increasing with a significant increase in 2021, possibly due to
the global recovery from covid-19 pandemic. Electronic products have been constantly
performing well amongst the top industries while footwear and agricultural products
have shown fluctuations in export values. The trade balance has been positive in most
of the years, this means Vietnam’s exports has exceeded its imports. However, the
budget of the government has been negativing in some years, this also means that
government spending has exceeded its revenue. Investment values have shown
fluctuations over the years, possibly reflecting changes in investor confidence in the
country’s economy. Overall, the table provides an overview of the macroeconomic
indicators of Vietnam and highlights the country's growth and development from (2000
-2021)

11
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Table 1 Macroeconomic indicators of Vietnam from 2000 — 2021

Year GDP Expo Foo Electr Machi Agricul Trade Gove Inves
(in rt twe onic nery tural Balan rnme tment
billion Valu ar Prod (in Produc ce (in nt (in
sUSD) e (in (in ucts billion ts (in billion Budg billio

billio billi (in s USD) billions sUSD) et (in ns
ns ons  billio USD) billio USD)
USD) US ns ns

D) USD) USD)

2000 27.3 14.8 2.7 0.01 0.01 2.3 0.2 4.6 3.3

2001 324 18.3 3.7 0.01 0.02 2.9 1.5 6.7 4.2

2002 37.5 221 46 0.02 0.03 3.5 1.7 8.6 51

2003 445 29.5 6.3 0.03 0.04 4.7 29 11.6 6.5

2004 534 324 74 0.05 0.06 6.2 1.7 14.6 8.2

2005 614 39.6 95 0.13 0.10 7.3 1.7 17.3 10.1

2006 701 48.0 12.3 0.27 0.19 8.3 4.6 22.0 13.2

2007 82.6 56.6 15.4 0.51 0.33 9.8 10.9 28.2 17.0

2008 97.3 62.7 17.9 0.80 0.39 10.9 3.1 36.5 20.8

2009 100.5 571 146 1.24 0.38 9.3 6.5 33.1 21.4

2010 1123 716 51 6.9 34 9.9 10.5 25.8 32.8

2011 131.3 96.9 6.7 12.6 3.5 9.7 24 26.7 38.8

2012 1558 1146 8.0 13.1 4.3 11.0 0.2 28.3 41.7

2013 170.3 1322 105 17.6 4.5 13.5 1.7 30.7 453

2014 186.2 150.2 122 211 49 13.9 2.1 32.6 51.6

2015 1936 1620 135 26.8 53 14.0 3.5 37.3 59.9

2016 2053 1766 146 34.3 55 12.5 25 40.2 69.5

2017 2238 2140 183 420 6.3 14.8 29 45.3 86.2

2018 2452 2435 186 62.3 8.0 16.1 7.2 51.0 121.8

2019 2619 2641 215 79.0 9.7 18.8 9.9 53.0 133.0

2020 3436 2815 242 1006 16.9 41.3 19.3 -6.8 16.8

2021 3725 336.2 292 1472 23.2 48.3 7.4 -14.4 19.7

12
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In accordance with the table, Vietnam is a country in Southeast Asia that is currently
undergoing rapid development and has had enormous economic growth, it is one of
the most alluring international investment countries in the region, the nation has

experienced economic development, low inflation, and high exports.

The 2001 US-Vietnam Bilateral Trade Agreement marked a crucial turning point in
Vietnam's economic history. Vietnam's economy, which was its main source of support
before the agreement, was state-run, economically underdeveloped, and isolated from
the rest of the world. The agreement came into effect on July 13, 2000, and on
December 10 of that same year, it opened the way for improved trade ties between
the two countries. Vietham became committed to pursuing several political and
economic changes with other nations, especially significant trading partners like
Japan, South Korea, and the European Union, to liberalize its economy and integrate
into the global market (Trinh, 2015).

Vietnam's economy was significantly impacted by the bilateral trade agreement
between the US and Vietnam in 2001. Since the agreement entered effect, Vietnam's
exports to the US have dramatically expanded, according to the United States Trade
Representative the two-way trade between Vietnam and the US increased from $1.5
billion to over $90billion in 2020 and this has made the country one of the fastest-
growing economies in the region. The deal also promoted foreign investment in
Vietnam, particularly in the manufacturing sector as US companies sought to gain from
the country's lower labour costs and friendly business environment, by encouraging
economic growth and the creation of new jobs and this helped the Vietnamese
economy as a whole grow. Vietham also relied heavily on China as a market, and the
ongoing hostilities between the US and China have affected Vietham's trade practices
such that many companies have been relocating their production facilities from China
to Vietnam to avoid the tariffs imposed by the US on Chinese products. This has led
to an increase in foreign investment in Vietham and an increase in exports from
Vietnam to the US. However, it has also created challenges for Vietnam, such as rising
costs of production and concerns over the environmental impact of increased
industrialization (Thanh Ha & Duc Phuc, 2019).

The United States created the Generalized System of Preferences (GSP) as a

program to encourage economic development in developing nations. Some goods

13
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from specified beneficiary nations have been able to enter the US market duty-free
thanks to the GSP. From 2006, Vietnam had benefited from the GSP program, as of
2020, it was the 10th-largest recipient country. In especially for goods like textiles,
footwear, and seafood, the GSP has been essential in encouraging Vietnam's exports
to the American market. It is crucial to remember that the US government periodically
reviews and renews the GSP program. Being aware of Vietnam's currency
manipulations, the US government declared in December 2020 that the country's GSP
status will expire. Due to higher tariffs on specific products, this choice could have a

substantial impact on Vietnam's exports to the US market (Kwon, 2022).

Vietnam has acted in response to the US government's concerns and has asked for
the return of its GSP designation. The circumstance emphasizes the requirement for
export market diversification as well as the possible vulnerability of nations that
depend on preferential trade policies like the GSP. Concerns concerning labour rights,
notably with relation to freedom of organization and collective bargaining, led the US
Trade Representative's office to decide to revoke Vietnam's GSP designation. After
considering Vietnam's labour laws and receiving a petition from the AFL-CIO
(American Federation of Labour and Congress of Industrial Organizations), a
significant US labour union federation, this judgment was taken (Blanchard &
Hakobyan, 2013).

China is one of Vietham's biggest trading partners and a vital market for the country.
A variety of products, including textiles, agricultural supplies, and electronics are
exported from Vietnam to China. China has played a bigger role in the economy of
Vietnam recently, in the sense that Chinese businesses have made significant
investments in Vietnam, especially in the manufacturing and electronics industries.
China was Vietnam's greatest commercial partner in 2020, with over $133 billion in
total trade between the two nations. Vietnam likewise imports most of its goods from

China, which accounts for about 29% of all imports (Ai et al., 2022)

China's influence on Vietnam's economy has been significant, but it has also created
challenges for Vietnam because of the ongoing tensions between the United States
and China, particularly as it seeks to balance its economic ties with China against its
strategic interests and relationships with the United States. The tensions between the

US and China began to worsen in 2018 when the US put tariffs on Chinese goods,
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citing trade imbalances and intellectual property theft. China retaliated with its own
tariffs, sparking a trade conflict between the two countries. The effects of this trade
conflict have been felt throughout the world economy, especially on Vietham's export
commerce with the US and China. However, this also raised concerns in the US that
Vietnamese exports were transhipments of Chinese goods, as many Chinese
companies began investing in Vietnam to produce goods for the US market. Vietnam's
exports to China were also impacted by the US-China trade disputes. In addition to
raising prices on American goods, China also increased prices on several raw
materials needed by Vietnamese businesses to create goods for the Chinese market,
including steel and aluminium. Vietnam's exports to China decreased as a result,
which had a detrimental effect on the country's overall trade balance. Due to this trade
tensions China also increased prices on several raw materials needed by Viethamese
businesses to create goods for the Chinese market, including steel and aluminium.
Vietnam's exports to China decreased as a result, which had a detrimental effect on
the country's overall trade balance. The disruptions in global supply chains also
caused by these tensions have impacted Vietnamese businesses that rely on Chinese
inputs to manufacture their goods. The increased tariffs on Chinese goods by the US
have provided an opportunity for Viethamese businesses to increase their exports to
the US market, but this has led to increased scrutiny of Viethamese exports to the US
due to the issue of transhipments previously highlighted. as the trade war between the
US and China continues, Vietnam risks getting caught in the middle. The US may
pressure Vietnam to limit its trade with China, while China may retaliate by reducing
its imports of Viethnamese goods. Additionally, the US government has accused
Vietnam of currency manipulation to gain a trade advantage, leading to increased
scrutiny of Vietham's trade practices and potential tariffs on Vietnamese exports to the
US (Thanh Ha & Duc Phuc, 2019).

According to data from the General Statistics Office of Vietham, the country's exports
to the US increased by 28.8% in 2019, driven in part by a surge in exports of electronic
products, textiles, and footwear. Various industries were affected both positively and
negatively such as with textile exports to the US increasing by 15.8% in 2019, reaching
$14.5 billion, and footwear exports increasing by 11.8%, reaching $6.6 billion.
Vietnam's electronics, seafood, and agriculture industries were negatively affected.

The electronics industry faced difficulties in 2019 due to a decline in demand from
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China and the US, as well as disruptions in global supply chains. Vietham's seafood
exports to the US fell by 7.4% in 2019, reaching $1.3 billion, due to tariffs imposed by
the US on Chinese seafood imports. Vietnam's agricultural exports to the US also fell
by 8.6% in 2019, reaching $4.1 billion, due to tariffs imposed by the US on Chinese
agricultural imports, affecting exports of products like nuts, fruits, and vegetables
(Thong et al., 2020).

To curb the challenges, Vietham decided to go ahead negotiating trade agreements
with other countries, such as the EU-Vietnam Free Trade Agreement, to open its
economy to the global market and reduce its reliance in China and US. The EVFTA
would provide Vietnam with greater access to the EU market, which is the world's
largest trading bloc. It came into effect in August 2020, eliminates nearly all tariffs on
goods traded between the two economies. This is a significant development as the
EU is Vietnam's second-largest trading partner after China, and Vietnam is the EU's
second-largest trading partner in the ASEAN region. The EVFTA provides Vietham
with several advantages, including improved market access, by removing tariffs,
Vietnamese products can compete more effectively on the EU market, increasing
exports and fostering economic expansion. The pact also encourages economic
collaboration between the two economies, which can assist to improve trade and
investment flows, develop innovation, and create jobs. The EVFTA also has clauses
that cover government procurement, intellectual property rights, and labour and
environmental requirements. These rules seek to protect intellectual property,
guarantee fair competition, and advance sustainable development. Vietham can
improve its reputation abroad, draw more foreign investment, and foster a better

business climate by upholding these norms (European Commission, 2023).

In conclusion, it's interesting to note that while the US-Vietnam Bilateral Trade
Agreement has improved trade relations with the US and encouraged foreign
investment, it has also helped Vietnam's economy grow. Vietham is now one of the
top 10 trading partners for the United States (US Census Bureau, 2019). Ultimately, it
is evident that foreign policies and events have a significant impact on Vietnam's
economy. It will be interesting to observe how Vietnam handles these difficulties and

develops moving forward.
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CHAPTER THREE
3.0 THEORY AND RELATED LITERATURE

3.1. Introduction of Theoretical Framework

The Vietnamese government acknowledged the potential advantages of implementing
a more strategic approach to trade, such as boosting exports, attracting foreign
investment, and developing domestic industries. As a result, it has consciously
integrated certain theories into its decision-making processes to achieve these goals
(NGO et al., 2020).

According to Porter (1990), Ricardo (1817), Schmitz (2019), and Help man (1999),
there are four distinct theories that explain the dynamics and rationales behind
international trade relationships, their effects, and outcomes. These theories include
the theory of comparative advantage, the theory of absolute advantage, the factor

Proportions theory, and new trade theory (Krugman et al., 2014).
3.1.1. The theory of comparative advantage and Free trade agreements

The theory of comparative advantage emphasizes a country's need to specialize in
producing goods and services it can efficiently produce compared to other countries,
while trading with other countries for goods and services it cannot efficiently produce,

which leads to mutual gains in welfare.

The motivation for applying the comparative advantage theory in Vietnam has been
driven by the desire to increase the country's competitiveness in the global market and
promote economic growth and development. As of 2020, Vietnam had exported
around $80billion worth of goods to the US, this is inclusive of apparel, footwear,
electronics, and machinery. It has enabled Vietham’s apparel sector to become more
competitive and a global trading partner in the global market. This was attested by a
report of the United Nations Development Organization (UNIDO) on Vietnam's textile
and garment industry, it’s notable achievements and challenges. They also stated that
one of the key propelling forces of this growth the country’s ability to leverage its
absolute advantage by diversifying its product offerings beyond the low-cost, basic
apparel to more value-added products, such as sportswear and high-end fashion and

this has enabled it to capture a significant share of the US apparel market (Hill, 1998).
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Vietnam is able to have absolute advantage in some sectors because of certain
abundant natural resources, labour costs at the minimum cost as compared to other
countries and this has helped it become a favourable geographic location, for example
textile and apparel mentioned previously due to the abundant raw materials, when it
comes to agriculture, it has a favourite climate and fertile land making it the lead
exporter in rice and quite competitive in the seafood industry and it has a large and
experienced workforce when it comes to the footwear industry. All these has made it
a very competitive exporter. This is where comparative advantage comes to play over
absolute advantage; comparative advantage then sets a pace for Vietham because it
focuses on the opportunity cost of production, and this has made it quite attractive to
its major exporting partner (US) and makes it the next best alternative forgone. For
example, if Vietham can produce rice and textiles at lower opportunity cost than
Vietnam, then Vietnam has a comparative advantage in the production of rice and

textiles (Nguyen & Nguyen, 2017).

Vietnam's economic reforms and policies have fostered entrepreneurship and foreign
investment, leading to a more competitive and dynamic economy. By improving
infrastructure, education, and training, developing its manufacturing and agricultural
sectors, and enhancing its business environment through reducing bureaucratic
obstacles, increasing transparency, pursuing trade agreements, and investing in

research and development to promote innovation and technological advancement.

It is impossible to discuss comparative advantage without acknowledging the
importance of free trade agreements and economic integration. International
agreements known as free trade agreements (FTAs) are made between multiple
countries with both the objective of encouraging free trade by lessening or eliminating
trade restrictions such as tariffs, quotas, and other limitations. A free trade
agreement's primary goal is to boost international trade by lowering the cost and
making it easier for companies to import and export products and services. FTAs,
which is an economic theory suggests that countries should specialize in producing
goods and services in which they have a lower opportunity cost compared to other
countries. In other words, a country should focus on producing goods and services

that it can produce efficiently at a lower cost than other countries. By doing so,
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countries can increase their economic efficiency and trade with other countries to

obtain goods and services that they cannot produce efficiently (Martin, 2018).

The process by which nations integrate their economies with those of other nations to
increase economic cooperation and lower trade barriers is called ‘economic
integration’. Economic integration on the other hand aims to develop a more cohesive

and effective regional economy that is beneficial to all participating nations.

Depending on the extent of integration attained, there are several levels of economic
integration, this involves economic unions which are the most integrated kind of
economic integration, whereas free trade agreements are the least integrated. While
countries embrace a shared currency, a common market, and a common economic
policy in an economic union, they cut or eliminate tariffs and other trade barriers in

free trade agreements (Thanh, 2005).

Using several pathways, including bilateral and multilateral free trade agreements,
Vietnam has actively pursued economic integration. The Bilateral trade agreement
(BTA) signed between Vietnam and the United States was to reduce tariffs and other
trade barriers between both countries, to make it easier for businesses or other
countries to trade between the two countries. This agreement has stimulated and
facilitated ease of trade between both countries in the past years and harnessed the
comparative advantage of Vietnam particularly in the garment and textile sector. The
BTA allowed Vietnam to gain more product consumer markets in the US, which in turn
has increased the economic growth of Vietnam far back as the early 2000s (Timeline:
US-Vietnam Relations, 2010)

Lastly, the United States-Vietham Trade and Investment Framework Agreement
(TIFA) is also an economic cooperation between both countries. It was signed in 2007,
and it has facilitated the trade investment issues between both countries such as
intellectual property rights, protection of investments and regulated market access.
This has enabled Vietnam leverage on its comparative advantage in the agricultural

and seafood sectors to increase exports in the US market (Martin, 2018).

Through these trade agreements, Vietnam has been able to diversify its export
markets and reduce its reliance on a single trading partner, such as China. This has

helped Vietnam to increase its economic resilience and reduce the impact of external
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shocks, such as the US-China trade war. Overall, Vietham's active pursuit of economic
integration through free trade agreements has played a significant role in its economic

development and growth in recent years.
3.1.2. The theory of absolute advantage

The theory developed by Adam Smith, proposes that a country can enhance its
economic growth by focusing on producing and exporting goods that it can
manufacture more efficiently than other countries while importing goods that it cannot
produce efficiently. Vietnam has implemented this theory in its apparel manufacturing
sector, resulting in becoming a major supplier of apparel products to the US market.
This has led to an increase in trade volume between the two countries, and the US
has benefitted from cost savings and improved competitiveness. In 2019, Vietham was
the third-largest exporter of textiles and apparel to the United States, with a total value
of $14.5 billion. This represents a significant increase from just a decade earlier when
Vietnam's textile and apparel exports to the United States were only around $5 billion
(Minh, 2019).

Vietnam’s absolute advantage has enabled it focus on developing its human capital.
The Viethamese government made several significant investments in education,
training programs such as Vietnam Textile and Garment Industry- Productivity
Enhancement and Labour Skills Development Program in 2018 with funding obtained
from the World Bank. This has propelled the development of a skilled and highly
educated workforce. Also, in areas of technology and engineering, which has boosted
the country’s economic growth. Furthermore, Vietnam’s natural resources and
geographic location has played a key role in the country’s success in trade. Since it
has a long coastline and access to the South China Sea, Vietnam has become a key
player in the global shipping industry, facilitating trade with other countries
(Cunningham & Pimhidzai, 2018).

3.1.3. The New Trade Theory

This theory was developed in the 1980s, it argues that economies of scale and
imperfect competition can also explain international trade. It suggests that countries
can benefit from producing and exporting a narrow range of goods in which they have

a comparative advantage, even if other countries can also produce those goods. The
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motivation behind Vietnam’s adoption of the New Trade theory was propelled by
several factors. One of the factors was the country’s need to diversify its export base
and reduce the rate of total dependence on traditional exports such as agricultural
products and raw materials. When it eventually focused on higher value-added
manufacturing goods, Vietham moved up the global value chain and captured a larger
share of trade. It was able to do this through offering investment incentives such as
tax exemptions, establishing several special economic zones to attract foreign
investment, spending time and effort in investing heavily in infrastructure development
including roads, ports, airports and other transportation infrastructure just to stimulate

the production of these higher value-added manufacturing goods (Cuong, 2014).

The application of this theory led to the creation of a framework for achieving these
goals by emphasizing on the significance of economies of scale, product
differentiation, and innovation in driving competitiveness and trade. It plays a
significant role in international trade, particularly in industries where the fixed costs of
production are high, this was applied in several industries including the technology
sector. For example, the success of Samsung’s investment in Vietham has been
attributed to the country’s affordable experienced labour costs, favourable tax policies,

and the availability of skilled workers (Nguyen, 2020).

The accession to the World Trade Organization (WTO) in 2007 supplied a strong
ground for the country to adopt the New Trade theory because it helped to increase
their commitment to implementing trade liberalization measures and reducing barriers
to trade. These examples suggest how Vietnam has used the New Trade theory to
attract foreign investment and foster export relationships with countries like the US
(Tran & Nguyen, 2020).

3.1.4. Theory of Factor Proportions Theory

Lastly, the factor proportions theory, also known as the Heckscher-Ohlin theory, it
suggests that countries will specialize in and export goods that make intensive use of
their abundant factors of production while importing other goods that makes intensive
use of the factors that they have in scarcity. This theory paid special emphasis on the
differences in relative factor endowments between countries that determine the

pattern of trade (Leamer, 1995).
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Vietnam's application of the factor proportions theory was motivated by its abundance
of labour and scarcity of capital. By specializing in producing and exporting labour-
intensive goods, such as textiles and apparel, Vietnam can offer them at a lower cost
than other countries. This theory has helped Vietnam find its comparative advantage
and focus on producing and exporting goods that use its abundant factor of production.
As a result, the country's export sector has grown, leading to trade relationships with

other countries, including the US (Kopp, 2022).

The factor proportions theory states that countries will export goods that require inputs
of factors that are relatively abundant in that country and import goods that require
inputs of factors that are relatively scarce. This approach has helped Vietnam to be
less reliant on solely exporting low-cost goods. Instead, it has diversified its exports
and expanded to higher value markets, which helped to increase its overall trade
volume and improve its trade balance with the US. In conclusion, the application of
these theories has led Vietnam into moving from being primarily an exporter of low-
cost goods to a more balanced trade relationship (World Development Indicators |
Databank, 2021).

3.2 Literature Review

This literature review will explore the factors that have influenced the trade relationship
between the United States and Vietnam, with a focus on changes that have occurred
over time. It will examine existing literature that analyzes the trade flows, the bilateral
trade agreement between the two countries, the impact of diplomatic tensions
between the United States and China, and other factors that have contributed to

changes in the trade relationship.

The review will also consider the methodologies used in previous studies to better
understand the insights they provide and the reasons why the research questions were
chosen. Overall, this literature review aims to provide a comprehensive understanding

of the changes in the trade relationship between the United States and Vietnam.

Tran and Nguyen (2019) examine the bilateral trade relationship between Vietnam
and the US during 2000-2019, specifically focusing on Vietnam's textile and apparel
exports to the US. Using a gravity model and a panel data regression to analyze the

volume and value of apparel exports of both countries, their analysis showed that
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Vietnam’s textile and apparel exports to the US increased significantly over the 2000-
2019 period, with the rate of growth per year at 17.4% per year in volume and 15.2%
per year in value. The study also found that Vietnam’s textile and apparel exports to
the US were positively impacted by factors such as the US GDP, the exchange rate,
and tariffs imposed by the US on imports from other countries. Additionally, the study
discovered also that FDI played a significant role in the growth of Vietham’s textile and
apparel exports, with FDI firms accounting for a substantial share of exports and

contributing to technological innovation and productivity gains in the industry.

Tran and Tuan (2019) This study examines the determinants of Vietnam’s export
diversification using data from 1995 to 2016. The authors use various variables such
as economic openness, institutional quality, infrastructure, human capital, and FDI to
analyze the relationship between these factors and Vietnam’s export diversification.
They find that a combination of these factors has contributed to the growth and
diversification of Vietnam’s exports, with FDI and infrastructure being the most
significant determinants. The study also highlights the importance of government
policies and trade agreements in promoting export diversification and economic

growth.

Nguyen et al. (2020) analyze the patterns and determinants of Viethamese seafood
exports from 2000 to 2018, both at the aggregate and subsector level, by using the

gravity model with the Poisson pseudo-maximum-likelihood estimator.

This study provides valuable insights into the determinants of Vietnam's seafood
exports, which can be useful for policymakers, exporters, and other stakeholders in
the seafood industry. It does this by suggesting that Vietham could establish
preferential trade agreements with specific target markets to promote its seafood
exports, which could include the US. Additionally, the study recommends a dynamic
approach to selecting destinations of exports, which includes the US. The study
recommends a dynamic approach to selecting export destinations at the subsector
level, which could involve identifying and targeting high-demand seafood products in
the US market.

The study found that the size of the importing partners' economies and income levels

were found to be the major determinants of Vietnam's seafood exports, both at the
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aggregate and subsector level and this was also mentioned in the study of Rabbanet
al (2011).

Thanh Binh et al., (2013) examined the trade patterns of Vietnam using the gravity
model. The period of the study was from 1995 to 2010. They analyzed the total value
of trade between Vietnam and its trading partners and used the gravity model in
estimating for Vietnam's exports and imports using variables such as the dependent
variable (bilateral trade between Vietnam and its trading partners, measured in
millions of US dollars). The independent variables (GDP, GDP per capita, population,
exchange rate, distance, and dummy variables for geographic regions and trade
agreements) i.e., panel data set and applied a fixed-effects model to analyze the
relationship between trade flows and trade determinants. They also included lagged
values of the dependent variable to control for serial correlation and employed
Hausman tests to determine the appropriate model specification. They found that the
gravity model is a good fit for analyzing Vietnam's trade activities, and that trade flows
are positively related to the size of the economies of trading partners, their proximity,
and the level of trade liberalization. Additionally, they found that Vietnam has a
comparative advantage in labour-intensive exports, and that trade diversification could

help reduce dependence on a few major trading partners.

These findings are relevant to changes in the trade relationship between the US and
Vietnam, as they highlight the importance of factors such as economic size, proximity,
and trade liberalization. Given the changing global trade environment due to the US-
China trade tensions, these factors could affect Vietham's trade with the US. They also
found that regional trade agreements have a positive impact on Vietnam's trade, while
distance has a negative impact. As a result, the study sheds light on the factors that
influence Vietnam's trade with its trading partners and can be used to comprehend
how the US trade relationship has changed (Thanh Binh et al., 2013).

Other studies have explored the policy frameworks that govern the trade relationship

between the two countries.

Hoang and Vo (2019) examined the impacts of the US-China trade war on Vietnam's

economy, including its trade relationship with the United States (2017 to 2019).
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Tran (2016) examined the trade relationship between Vietnam and the United States,
highlighting the significant growth in trade volumes between the two countries in recent
years (2001 to 2015).

Quang and Cong (2022) used the gravity model estimated by the random effect
method to analyze the factors impacting Vietham's coffee exports from 2007-2020 to
major markets. The study collected data on coffee export turnover, coffee price,
population, and Gross Domestic Product from the General Statistics Office, General
Department of Customs, Vietnam Cocoa Coffee Association, and databases of
international organizations. The study concluded that various factors including
Vietnam's export price of coffee, geographical distance, GDP of the importing country
and Vietnam, population of Vietnam, economic gap between Vietnam and the
importing country, and the openness of the economy all impact Vietham's coffee
export turnover. The study provides insights into the factors impacting Vietnam's
coffee exports, which is one of the country's key export commodities. The findings of
this study can be used to compare with other export goods, such as electronics or
textiles, and to understand how changes in the trade relationship between the US and

Vietnam may impact the export of different goods.

Nguyen (2014) examines the factors that have contributed to the success of Vietham's
exports using a gravity model and random effect estimation for the period of 1995-
2010. The research findings suggest that Vietnam's bilateral trade is positively related
to its GDP and importing countries' GDP, while having a negative relationship with the
distance between Vietnam and trading partners. The study also highlights the
significant role played by foreign direct investment, exchange rates, and border effects
in promoting Vietham's exports. Moreover, the research emphasizes the importance
of deepened integration into regional and global markets in expanding Vietnam's

exports, which is consistent with previous studies on the gravity model.

The study's findings are relevant to understanding Vietnam's export trade relationship
with the US and how it has evolved over the years. The research uses the gravity
model and random effect estimation, with independent variables including Vietham's
GDP, importing countries' GDP, distance from Vietnam to trading partners, foreign
direct investment, border effects, and exchange rates. Overall, the results suggest that

Vietnam's success in exports can be attributed to various factors, including its GDP,
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the GDP of its trading partners, distance, foreign direct investment, border effects,

exchange rates, and integration into regional and global markets.

Nguyen (2020) conducted a study on Impact efficiency of trade agreements on
Vietnam's rice export, spanning the period from 1998 to 2015. The study examined
the impact of trade agreements on rice export to the US, China, Japan, and South
Korea using the Gravity Model while controlling for factors affecting rice exports. The
variables utilized in this study were GDP, population, distance, and exchange rate,
and the cross-section of the study included Vietnam and 60 countries, which account
for over 90% of Vietnamese rice exports. The broad scope of the study makes it

relevant in providing insights into the factors affecting Vietnam's rice export efficiency.

The study found that the analyzed trade agreements, including the ASEAN-China
FTA, ASEAN-Korea FTA, Vietham-Japan EPA, and TPP, had a positive impact on
Vietnam's rice exports to the respective countries. The study also identified the
exchange rate, GDP, and population of the importing country as significant factors
affecting Vietnam's rice exports. This study is particularly relevant in the context of the
changing trade relationship between the US and Vietnam, as it highlights the potential

benefits of trade agreements on exports.

Bernard et al. (2006) employed a rigorous methodology using a difference-in-
differences approach to analyze the impact of the US-Vietham Bilateral Trade
Agreement on Vietnam's manufacturing exports to the US. They compared the export
performance of firms in the manufacturing sector before and after the implementation
of the trade agreement and compared it to a control group of firms not affected by the
agreement. The main independent variable in the study is the US-Vietnam Bilateral
Trade Agreement, and the dependent variable is the value of Vietham’s manufacturing
exports to the US as the dependent variable, the study also included control variables
such as exchange rates, GDP growth rates, and domestic investment, as well as fixed

effects for firms and year effects.

The study also includes control variables such as exchange rates, GDP growth rates,

and domestic investment, as well as fixed effects for firms and year effects.

Their study found that the trade agreement had a significant positive impact on

Vietnam's manufacturing exports to the US, increasing exports by 10-20%. This
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suggests that the agreement played a crucial role in promoting economic growth and
development in Vietnam. This study provides valuable insights into the potential
impact of trade agreements on trade flows, and how such agreements can affect a

country's exports to a particular trading partner.

Brenton, Edwards, and Ferrantino (2006) used a difference-in-differences (DID)
approach to estimate the impact of the US-Vietnam Bilateral Trade Agreement (BTA)
on Vietnamese workers through panel data from Vietnam's Labour Force Survey from
1997-2000. They compared changes in outcomes between two groups - one that
underwent the treatment of the BTA, and another that did not. The study focused on
industries that were liberalized under the BTA, such as textiles and footwear. The
variables involved in the analysis included employment, hours worked, earnings, and
the likelihood of working in the formal sector. They also controlled for other factors that
may have influenced the outcomes, such as demographic characteristics, education,
and location. The DID approach allowed the study to estimate the causal impact of the
BTA on workers in the liberalized industries, by comparing their outcomes to those in
non-liberalized industries. The impact of the BTA on the Viethamese workers in
industries that were liberalized under the agreement, such as textiles and footwear
played a significant role in increasing and promoting economic growth and
development in Vietnam, and the study’s findings suggest that it had a positive impact
on workers in the liberalized industries, leading to increased employment and
earnings. In conclusion, this study highlighted the potential benefits of trade
agreements to workers in the liberalized industries and this can be useful for policy
makers and other stakeholders in assessing the impact of trade agreements on labour
markets (Brenton et al., 2006).

Nguyen and Huy (2018) examines the determinants of Vietham's exports using the
gravity model during 2010 to 2014, it made use of variables such as: Vietnam's GDP,
the GDP of importing countries, distance between Vietnam and trading partners,
foreign direct investment, border effects, exchange rate, and integration into the region
and world market and finds that bilateral trade of Vietnam is positively associated with
both Vietnam's GDP and the GDP of importing countries, and negatively related to
distance from Vietnam to trading partners, with foreign direct investment, border

effects, exchange rate, and integration into the region and world market also playing
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significant roles in promoting Vietnam's exports over the years. The article did not
specify the importing countries used in the study, which could be seen as a limitation
and the study did not consider other potential determinants of Vietham's exports, such
as institutional factors or trade policies. Furthermore, the study only focuses on
exports, and does not examine other aspects of Vietham's trade relationship. Despite
these limitations, the study provides a useful framework for understanding the factors

contributing to Vietnam's success in exports.

Hoa and Weiss (2003) investigated Vietnam's export prospects to the United States.
They focused on Vietnam's textile and clothing exports to the United States and
employed econometric analysis using panel data analysis and simulation modelling.
They applied time-series data from 1985-2001 to construct a regression model that
examines the effects of various factors on Vietnam's export performance. The study
found that the exchange rate and US import demand were the most significant factors
affecting Vietham's export growth to the US. They also found evidence of bidirectional
causality between Vietnam's exports to the US and US import demand for Vietnamese

products.

This work is relevant to this study because it shows how the end of the agreement
impacted the competitiveness of Vietnamese products in the US market and highlights
key factors that have driven Vietnam's export growth to the US in the past (Hoa and
Weiss, 2003).

Hoang Tien (2022) investigate the evolution of the trade relationship between the
United States and Vietnam from 2000 to 2019, with a focus on the persistent trade
imbalances between the two countries. The study analyzes the total value of trade
between the two countries, although it does not explicitly state the export goods
examined. The methodology used is quantitative, using panel data regression analysis
with variables such as exchange rates, GDP, and tariffs to estimate the factors

influencing the trade imbalances between Vietnam and the US.

The study found that despite significant growth in Vietnam's exports to the US, the
trade imbalance has persisted due to several structural factors. These factors include
differences in production costs and the comparative advantage of each country, as

well as the US's tariffs on Viethamese goods and fluctuations in exchange rates. The
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study highlights the complexity of the trade relationship between Vietnam and the US
and suggests further research should explore the impact of non-tariff barriers on trade.

Observing how the trade relationship between Vietham and the US grew gradually,
some researchers argue that this relationship may have been propelled because of
the trade tensions between the US and China during the Trump administration. These
tensions began when the US imposed tariffs on Chinese imports, many US companies
shifted their production to other countries, including Vietham, to avoid the tariffs, so
the aftermath of these policies and trade war somewhat created opportunities for the
expansion of trade between Vietham and the US and accelerated the trend. According
to the US Census Bureau, US imports from Vietham increased by 36% in 2019, while
imports from China fell by 16%. In 2020, despite the COVID-19 pandemic, Vietnam's
exports to the US continued to grow, with a 25% increase in the first half of the year
(US Census Bureau, 2018).

Pham et al (2021) analyzed the impact of the US-China trade war on Vietnam's
exports, focusing on the period from 2018 to 2020. The study analyzed the total value
of Vietnam's exports to the US, China, and other countries. The methodology
employed in the study was structural equation modelling (SEM), which allows for the
estimation of complex relationships between multiple variables. The findings of the
study revealed that the US-China trade war had a negative impact on Vietnam's
exports to China, but a positive impact on Vietnam's exports to the US. The authors
found that the positive impact on Vietnam's exports to the US was due to the diversion
of trade from China to Vietham. The study also revealed that the US-China trade war
had a negative impact on Vietnam's overall exports, as the decline in exports to China
outweighed the increase in exports to the US. This study is relevant to the research
question of how Vietnam's exports to the US have been affected by the US-China
trade war. The study provides insight into the extent to which Vietham has benefited
from the trade diversion caused by the trade war. Additionally, the study highlights the
potential negative effects of the trade war on Vietnam's overall exports. The findings
of this study can be used to inform the analysis of the changes in the trade relationship

between the US and Vietnam.

Doan et al. (2020) investigate the impact of US-China trade tensions on Vietnam's

exports to the US. They employed a panel data analysis to estimate the effect of the
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tensions on Vietnam's exports to the US while controlling for other factors affecting
trade flows. The study finds that US-China trade tensions have had a positive effect
on Vietnam's exports to the US, particularly for products that are subject to US tariffs
on Chinese goods. These tariffs cover approximately $370 billion (about $1,100 per
person in the US) (about $1,100 per person in the US) worth of goods imported from
China and are aimed at pressuring China to address intellectual property theft and
other trade practices deemed unfair by the US. The products subject to these tariffs
include industrial machinery, electronic components, furniture, clothing, and
agricultural products such as soybeans and pork. Some of the specific goods that have
been targeted include steel and aluminium products, solar panels, certain types of
machinery and equipment, and a range of consumer goods such as televisions,
electronics, and toys. The tariffs have been implemented in multiple rounds, with the
most recent being in September 2019. They concluded that Vietham has benefited
from the trade tensions but warn that the situation is dynamic and could change in the

future as the US-China relationship evolves.

This study provides important insights into the changing trade dynamics between
Vietnam and the US and the impact of broader geopolitical tensions on bilateral trade

relationship (Doan et al., 2020).

Tran et al. (2022) analyzed the effects of the US-China trade war on Vietnam's trade,
foreign direct investment, and macroeconomic variables such as exchange rates and
inflation from 2018 to 2020. They employed a regression analysis of panel data on
trade flows, FDI inflows, and macroeconomic variables, while controlling for other
factors affecting these variables. They found that the trade war has had both positive

and negative effects on Vietnam's economy.

On the positive side, the trade diversion effect has increased Vietnam's exports to the
US, especially in sectors where China is the main exporter to the US. Moreover, the
inflow of foreign direct investment into Vietnam has increased due to the shift of
production activities from China to Vietnam, aiming to avoid US tariffs on Chinese
goods. On the negative side, the trade war has also led to increased production costs,
disrupted global value chains, and increased uncertainty for businesses. This has
affected Vietnam's exports to other markets, especially those that are part of the global

value chains that are disrupted. The study suggests that Vietham should take steps to
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diversify its export markets and attract higher quality foreign direct investment to

mitigate the negative impacts of the trade war.

Luu and Parsons (2022) examine the impact of the US-China trade war on Vietnam's
manufacturing sector during 2015 to 2020, a period which includes the escalation of
the trade war in 2018 and its aftermath. They use firm-level data which also include
information on firms' export markets and diversification, as these are factors that are
found to be important in determining the impact of the trade war on firms' performance.
It is used to analyze how the trade tensions affected firms' production, employment,
and exports in Viethnam. The results showed that the trade war had a negative impact
on Vietnam's manufacturing sector, particularly for firms that were highly dependent
on exports to the US or China. The study shows that firms that were more diversified
in terms of their export markets and less reliant on US and Chinese markets were able

to weather the trade tensions better.

Ziran (2021) analyses the impact of the US-China trade war on Vietnam's economy
and potential opportunities for Vietnam to benefit from the trade tensions. A qualitative
research method was applied, and it analysed various secondary sources of data such
as government reports, news articles, and scholarly articles. The research discusses
the potential benefits for Vietnam in terms of increased foreign direct investment,
increased exports, and the potential to attract multinational corporations looking to
diversify their supply chains. The article also highlights the challenges faced by
Vietnam in terms of potential inflationary pressures, currency fluctuations, and
increased competition from other countries. The study concludes that while the US-
China trade war presents an opportunity for Vietnam, the country needs to implement

proper policies and reforms to fully realize the potential benefits.

In conclusion, the study suggests that Vietham should focus on improving its
infrastructure, strengthening its intellectual property protection laws, and investing in
education and training to develop a skilled workforce that can meet the demands of

multinational corporations.

In summary, the diplomatic tensions between the US and China have created
opportunities for Vietnam to expand its trade with the US. Vietnam has been able to

attract US investment and increase its exports to the US as US companies look to
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diversify their supply chains and reduce their dependence on China. The US-Vietham
Trade Agreement is also expected to further boost bilateral trade between the two
countries. While Vietnam has benefited from the US-China trade tensions, there have
also been some side effects by that the country has experienced as stated by Nguyen

(2021). Here are some of them:

1. Increased competition: As more US companies move their production to
Vietnam, there is an increase in competition among domestic producers. This can lead
to a decline in profitability and market share for some companies, especially those that
are unable to keep up with the competition.

2. Environmental challenges: The increased industrial activity in Vietham may
lead to environmental challenges such as pollution and deforestation. Vietham has
been working to address these challenges by implementing stricter environmental
regulations and investing in renewable energy.

3. Pressure to meet international standards: With the increased trade and
investment from the US, Vietnam is under pressure to meet international standards in
areas such as labour practices, intellectual property rights, and environmental
protection. Meeting these standards can be costly and require significant investments
in infrastructure and training.

4. Dependence on US market: While the increased trade with the US has been
beneficial for Vietham, it also creates a dependence on the US market. Any changes
in the US economic or political landscape could have significant effects on Vietham's
economy.

5. Risk of overreliance on exports: Vietnam's economy has become heavily reliant
on exports, which account for a sizable part of its GDP. Any external shocks or
changes in the global economic landscape could have significant effects on Vietnam's
economy.

In conclusion, while the US-China trade tensions have created opportunities for
Vietnam, they have also presented some challenges. Vietham must work to address

these challenges to ensure sustainable economic growth and development.
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CHAPTER FOUR
4.0 Method (modeling) and Data

For the purpose of this study, this chapter is focused on the methodology and data
used in the study. The gravity model is the model applied in this study to investigate
how economic and geographic factors affect the bilateral trade relationship between
Vietnam and the US. The model incorporates variables such as GDP, distance,
exchange rates, dummy variables for US-Vietnam relations, Viethnam-Top 10 partner
relations, and US-China tensions. In the end, this would be useful in analyzing the
cause- effect relationships which were properly established in Chapter 3. The
Objective of this chapter is to analytically answer the research questions on the
changes in the export trade relationship between the US and Vietnam amid Vietham
Top 10-15 export trading partners.

41 Methodology (modeling)

The gravity model, was derived from the idea in physics which entailed the prediction
of the force of attraction between two objects based on their masses and separation,
has developed into a popular empirical tool in economics and in analyzing causal
effects relationships in international trade. It was first developed in the early 1962 by
two economists: Jan Tinbergen and P. J. Verdoorn as an economic tool for explaining
patterns of international trade, prediction of the bilateral trade flows between two
countries based on their respective sizes and the distance between them. It is like
Newton's universal law of gravitation which describes the force of attraction between
two objects A and B based on their masses and separation (Verstyuk & Douglas,
2022). The gravity model states that the trade flows are directly proportional to the
countries' gross domestic products and inversely proportional to the distance between
them. While its benefits include simplicity, adaptability, and the capacity to account for
both trade and migration patterns, its drawbacks include reliance on strong
assumptions, the possibility of endogeneity bias, and the challenge of properly
interpreting coefficients. (Peter & Steven, 2010).
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A traditional gravity equation as stated by Chaney (2018):

TRADE 4,8*(GDPa)® (GDPs)P
(DISTANCE ag) B

The “gravity equation” in international trade has been proven to provide stability over
time and across several different samples of countries and their methodologies.

It represents amongst the most stable and quite robust empirical models in economics.
The role of the economic size cannot be over emphasized as it is well understood in
various theoretical settings and it is represented as (a, 3 = 1) in the equation. Although
less emphasis has been placed on the role on distance and there has been less limited
explanation on the role of distance in the gravity equation, represented as ({ = 1) but
Chaney (2018) was able to give an explanation in its study, it stated that the role of
distance and economic size mentioned in the gravity model, tends to be stable over
time across different countries and even various econometric methods and that the
evidence from the empirical analysis of this model in international trade is strong.

In its basic form, the gravity model intuitively takes the following log-linearized form:
log Xij = By + By log GDP; + B, log GDP; + B3 log Tij + eij

log tij = log(distanceij )

where eij has been added as a random disturbance term (error).
As an econometric problem, the objective is to obtain estimates of the unknown 3
parameters.
As regards this study, the research questions which this model intends to answer as
indicated in Chapter 1 are as follows:
e How does the economic and geographic factors, such as GDP and distance
affect the bilateral trade relationship between Vietnam and the US?
e To what extent did the implementation of the US-Vietnam Bilateral Trade
Agreement in 2001 affect the trade relationship between Vietnam and the

United States in terms of trade flows and economic integration?
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e How did Vietnam’s exports to the US benefit from diplomatic tensions between
the US and China since the Trump administration’s trade war and the continued
hostilities under the Biden administration?

The objective of this study is to examine the factors influencing the changes in the
export trade relationship between Vietnam and the US, including economic and
geographic factors such as GDP, distance, as well as the effects of the US-Vietham
Bilateral Trade Agreement and diplomatic tensions between the US and China.
Specifically, the study aims to analyze the export performance of Vietnam's top
industries over the past two decades and compare it to other major exporting partner
countries, while also exploring the causal relationships between these factors and the
trade flows between Vietnam and the US.
The basic Log form and estimation of the gravity model for this study
In(exports_ijt) = B0 + B1In (GDP_Vietnam_it) + B2 In (GDP_Partner_ijt) +
B3 In(distance_ijt) + 4 In(exchange_rate_ijt) +
B5 dummy_variable_US Vietnam_ijt +

p6 (dummy_variable_Vietnam_Partnerijt) +
B7 (dummy_variable_US_China_ijt) + &ijt

Where:

In(exports_ijt) = The natural logarithm of Vietnam's exports value to partner country.
BO = The intercept or constant term of the model, representing the expected value of
the dependent variable (In(exports_ijt)) when all the independent variables are equal
to zero.

B1 = The effect of the logarithm of Vietham's GDP on the dependent variable,
assuming all other independent variables are held constant.

B2 = The effect of the logarithm of the partner country's GDP on the dependent
variable, assuming all other independent variables are held constant.

B3 = The effect of the logarithm of the distance between Vietnam and the partner
country on the dependent variable, assuming all other independent variables are held
constant.

B4 = The effect of the logarithm of the exchange rate between Vietnam and the partner
country on the dependent variable, assuming all other independent variables are held

constant.
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B5 = The effect of the dummy variable for US-Vietham relations on the dependent
variable, compared to other partner countries, assuming all other independent
variables are held constant.

B6 = The effect of the dummy variable for Vietham-partner relations on the
dependent variable, compared to other partner countries, assuming all other
independent variables are held constant.

B7 = The effect of the dummy variable for US-China tensions on the dependent
variable, compared to other partner countries, assuming all other independent
variables are held constant.

In(GDP_Vietnam_it) = The natural logarithm of Vietnam's GDP.
In(GDP_Partner_ijt) = The natural logarithm of the partner country's GDP.
In(distance_ijt) = The natural logarithm of the distance between Vietnam and the
partner country.

In(exchange_rate_ijt) = The natural logarithm of the exchange rate between
Vietnam and the partner country.

Dummy _variable_US _Vietnam_ijt = The dummy variable is a binary value that
takes a value of 1 if the partner country is the US and O otherwise. This variable
captures the effect of US-Vietnam relations on exports.
Dummy_variable_Vietnam_Partnerijt = The dummy variable that takes a value
of 1, if Vietnam has a free trade agreement or a preferential trade agreement with the
partner country and O otherwise.

Dummy_variable_US_China_ijt = The dummy variable that takes a value of 1 if the
partner country is China and the time is after the start of the US-China trade war, and
0 otherwise.

gijt is the error term.
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The table below is in adaptation to the study of (Raihan, 2021).
TABLE 2 Description and Interpretation of the Specified Variables

Coefficients and Interpretation for the Log-linear Regression
Model of Vietham's Exports

Model Explanatory Interpretation of Coefficient (B)
Variables

Linear In(GDP_Vietn On average, a 1% increase in Vietnam's
am_it) GDP is associated with a 1% increase in

exports to the partner country, holding all
other variables constant.

Linear In(GDP_Partn On average, a 1% increase in the partner
er_ijt) country's GDP is associated with a 2%
increase in exports to the partner country,
holding all other variables constant.

Linear In(GDP_Partn On average, a 1% increase in the partner
er_ijt) country's GDP is associated with a 2%
increase in exports to the partner country,
holding all other variables constant.

Linear In(exchange_  On average, a 1% increase in the
rate_ijt) exchange rate between Vietnam and the
partner country is associated with a 4%
increase in exports to the partner country,
holding all other variables constant.

Linear dummy_varia On average, exporting to the US is
ble_US_ Vietn associated with a 5% increase in exports
am_ijt compared to other partner countries,

holding all other variables constant.

dummy varia On average, having a free trade agreement
Linear ble_Vietnam_ or a preferential trade agreement with the
Partnerijt partner country is associated with a 6%
increase in exports to the partner country,
holding all other variables constant.

Linear dummy varia On average, tensions between the US and
ble_ US_Chin China are associated with a 7% increase
a_ijt in exports to the partner country, holding all

other variables constant.
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Dependent

variable

In(exports_ijt) = B0 + B1
In(GDP_Vietnam_it) + B2
In(GDP_Partner_ijt) + B3
In(distance_ijt) + B4
In(exchange_rate_ijt) + B5
dummy_variable_US_Viet
nam_ijt + B6
dummy_variable_Vietnam
_Partnerijt + B7
dummy_variable_US_Chi
na_ijt + &ijt

In(exports_ijt)

On average, if Vietnam's GDP
increases by 1%, exports to the
partner country will increase by
B1%.
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4.2 Data (Collection and Preparation)

The paper covers data of 11 countries from 2001- 2021, it made use of the panel data
in order to show the effects of the dependent variables on the independent variables
over time and to what extent it influences the independent variables. The data was
obtained from reliable sources such as the United Nations Com-Trade database,
World Bank's World Development Indicators, and the US International Trade
Commission. Additionally, the study will focus on key industries like Textile and
Apparel, Footwear, Electronic Products, Machinery and Agricultural Products from the
Top 10-15 partner countries of Vietham(US, China, Japan, Australia, Russia, India,

Germany, Singapore, Thailand and Netherlands) respectively.

The variables were tested using Breusch-Pagan Test for Heteroskedasticity, Breusch-
Godfrey Test for Autocorrelation, AIC and BIC, VIF Factors on the data set for better

reliability of results.

TABLE 3 Summary and description of Data statistics

Variable Obs Mean Std. Dev. Min Max
Year 210 2011 6.06977 2001 2021
PartnerCou~y 210 5.5 2.879145 1 10
Export_Value 210 1286808 2897297 949 1.72e+07
GDP_Vietnam 210 2.79e+07 1.54e+07 6293305 6.64e+07
GDP_Partner 210 1.34e+11 1.06e+12 96192 1.41le+13
Distance 210 5723.014 3722.673 988.01 13345.52
ExchangeRate 210 9547.327 9331.385 .34 29087
US_Vietnam~s 210 i | .3007168 0 o
Vietnam_Pa~s 210 .3857143 .4879267 (] 1
US_China_T~s 210 .1571429 .364805 0 1
PartnerCou~1 210 .1 .3007168 0 i
PartnerCou~2 210 s .3007168 0 1
PartnerCou~3 210 <L .3007168 0 1
PartnerCou~4 210 o .3007168 0 1
PartnerCou~5 210 i ) .3007168 0 1
PartnerCou~6 210 sl .3007168 0 1
PartnerCou~7 210 i 8 .3007168 0 1
PartnerCou~8 210 5l .3007168 (] 1
PartnerCou~9 210 e S .3007168 0 p
PartnerCo~10 210 o B .3007168 0 1

The summary statistics shows that the dataset's observations span the years 2001 to
2021, with an average of 5.5 partner nations and a mean export value of 1,286,808.
While the partner countries' GDPs range from 96,192 to 14.1 trillion USD, Vietnam's
GDP spans from 6.29 million to 66.4 million. The exchange rate runs from 0.34 to
29,087, and the average distance is 5,723. The dataset includes dummy variables for

both US, as well as with each of Vietham's partner nations and between the US and
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China. The need for this is to determine the direction and strength of the relationship
between the variables in the model. As regards obtaining the trends would depend
solely on the statistical significance obtained from the results of the coefficients.
Assessing the impact of the various factors on Vietham's exports would help policy

makers make predictions about the direction of future trade relationships.
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CHAPTER FIVE
5.0 RESULTS AND DISCUSSION

There are several methods for estimation of a model specification including the linear
regression and Random effects GLS regression when making use of a panel data
(Rahman 2004). For the purpose of this, this paper will use Stata 13 to estimate and
test the estimation method, the end result is to provide the best estimation of the

gravity model equation mentioned in Chapter 4 for Vietham’s export trade.

TABLE 4 Data structure (Panel Data set)

Year PartnerCoun~y Export~e

2001 UNITED STATES 47412 |

2001 CHINA 20913 |
2001 JAPAN 648940

2001 AUSTRALIA 24231 |
2001 RUSSIA 45637 |
2001 INDIA 1781 |
2001 GERMANY 227015

2001 SIGNAPORE 21392 |
2001 THAILAND 7971 |
2001 NETHERLANDS 53221 |

2002 UNITED STATES 1017027 |

2002 CHINA 28475
2002 JAPAN 535138 | ce
2002 AUSTRALIA 26412 | ;
2002 RUSSIA 52026 |

2002 INDIA 949 |

2002 GERMANY 210070 |

2002 SIGNAPORE 22832 |

2002 THAILAND 10495 | Par 3 1

2002 NETHERLANDS 49178 | . .

Breusch-Pagan Test

Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance
Variables: Export_Value PartnerCountry GDP_Vietnam GDP_Partner Distance
ExchangeRate US_Vietnam_Relations Vietnam_Partner_Relations
US_China_Tensions

chi2 (9)
Prob > chi2

52.38
0.0000

The aim of this test is to test for heteroskedasticity, the result of this test showed that
there is significant evidence of heteroskedasticity in the regression model. The null
hypothesis for this test is that the errors in the model are supposed to have a constant
variance i.e., variance of the errors does not change as the values of the independent
variable change. While the alternative hypothesis states that the errors have a non-
constant variance, which means that the variance of the errors changes as the value

of independent variable changes.
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The chi-square statistic from this test is 52.38, with 9 degrees of freedom, and a p-
value of 0.0000. Since the p-value is less than the significance level of 0.05, we reject
the null hypothesis and conclude that there is significant evidence of
heteroskedasticity in the model. This would likely affect the reliability of the coefficient
estimates, so to address it this study would make use of the Robust standard errors’

regression.

Variance Inflation Factor

Variable | VIF 1/VIF

Distance 4.15 0.240963
US_Vietnam~s 4.01 0.249066
Export Value 311 0.321660
ExchangeRate | 2.38 0.420322
PartnerCou~y 1.84 0.543113
Vietnam Pa~s | 1.41 0.711418
US China T~s 1523 0.811149
GDP Vietnam | 1.22 0.819828
GDP_Partner | 1.10 0.908067

Mean VIF | 2.27

The purpose of this test is to measure the degree of multicollinearity (correlation
between independent variables) in the regression model. The rule of thumb for this is
that if the VIF is greater than 10, it shows that there maybe be severe multicollinearity
problem in the model, and the estimates of the coefficients may be unreliable. On the
other hand, if the VIF is less than 5, it indicates that the multicollinearity is not a
significant concern.

In this study, all the VIF values are less than 5, with the highest value being 4.15 for
the variable “Distance” and the Mean VIF for all variables in the model is 2.27, which
is below the threshold of 10. These results suggests that multicollinearity is not a

significant concern in this model and the coefficient estimates are reliable.
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The Akaike’s information criterion (AIC) and Bayesian information criterion

(BIC)
Model Obs 11 (null) 11 (model) df AIC BIC
210 -676.1732 -571.684 9 1161.368 1191.492

Note: N=0Obs used in calculating BIC; see [R] BIC note

The purpose of this tests is for evaluating the goodness of fit of the regression model.
This criterion balances the goodness of fit of the model and the complexity of the
model. The rule of thumb is a lower AIC or BIC value indicates a better model fit. In
this case, the AIC and BIC values are 1161.368 and 1191.492, respectively.
Compared to the null model which has a log-likelihood of -676.1732, the model with
the independent variables has a significantly higher log-likelihood of -571.684. The
number of freedoms for the model is 9 and this is inclusive of the 8 independent
variables and the intercept. The AIC and BIC values for this model suggests that it
provides a good fit to the data.
Regression

Using the linear regression

Linear regression Number of obs = 210
F( 8, 200) = .

Prob > F = .

R-squared = 0.6303

Root MSE = 3.7726

Robust

Year Coef. Std.: EXt. € P>|t]| [95% Conf. Interval]
Export_Value 6.44e-07 1.42e-07 4.55 0.000 3.65e-07 9.24e-07
PartnerCoun~y .1379522 .1266312 1.09 0.277 -.1117514 .3876557
GDP_Vietnam 2.40e-07 1.34e-08 17.89 0.000 2.13e-07 2.66e-07
GDP_Partner 8.03e-14 7.12e-14 1.13 0.261 -6.0le-14 2.21e-13
Distance .000155 .0001551 1.00 0.319 -.0001509 .0004608
ExchangeRate .0000378 .00004 0.94 0.346 -.0000411 .0001166
US_Vietnam_~s -5.75143 1.581592 -3.64 0.000 -8.870166 -2.632695
Vietnam_Par~s 2.333919 .5802891 4.02 0.000 1.189649 3.478189
US_China_Te~s 2.298693 .5150907 4.46 0.000 1.282987 3.314398
_cons 2000.772 1.189771 1681.64 0.000 1998.426 2003.118

Based on the results of the linear regression model for this study, we can see that the
variables (GDP_Vietnam, US_Vietnam relations, Vietnam_Partner country relations,

US_China_Tensions) will result in an increase in Viethamese exports. On the other
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hand, GDP_Partner, Distance, and Exchange rate do not statistically have a
significant impact on Vietnamese exports. This means changes in these variables will
not result in significant changes in Viethamese exports.

Overall, the findings suggests that Vietnamese exports are largely driven by the
demands for its goods in other countries (Export Value and GDP_Vietnam), as well

as its relationships with key trading partners and the geopolitical factors (US_China

_Tensions).
Using the Random-effects GLS regression

Random-effects GLS regression Number of obs = 210

Group variable: Year Number of groups = 21

R-sqg: within = 0.6745 Obs per group: min = 10

between = 0.7149 avg = 10.0

overall = 0.6783 max = 10

Wald chi2 (8) = 1423.00

corr(u_i, X) = 0 (assumed) Prob > chi2 = 0.0000

(Std. Err. adjusted for 21 clusters in Year)

Robust

Export_Value Coef. Std. Err. z P>|z]| [95% Conf. Interval]
PartnerCoun~y =177235:1 38837.8 -4.56 0.000 -253355.8 -101114.5
GDP_Vietnam .0400556 .005014 7.99 0.000 .0302284 .0498828
GDP_Partner -2.36e-07 5.96e-08 =3.95 0.000 -3.53e-07 -1.19e-07
Distance =13.19527 29.21181 -0.45 0.651 -70.44937 44.05884
ExchangeRate 16.59748 7.962789 2.08 0.037 .9907028 32.20426
US_Vietnam_ ~s 6602041 1026211 6.43 0.000 4590705 8613377
Vietnam_ Par~s 538234.9 239814.8 2.24 0.025 68206.63 1008263
US_China_Te~s 250056.5 387891.3 0.64 0.519 -510196.5 1010310
_cons 185088 3317225 0.56 0.577 -465081 835257

sigma_u 0

sigma_e 1673314.1

rho 0 (fraction of variance due to u*i)

Based on this result, it appears that the GDP plays a significant role in influencing
export trade, as a 1% increase in GDP in Vietham and in US is associated with a
0.04% and 0.000000236% increase in export value respectively. This suggests that
the economic growth of both countries positively affects their export trade relationship.
Secondly, the number of partner countries, which represents the level of competition
in the market, has a negative effect on the export trade value. An increase in the
number of partner countries by 1 is associated with a decrease in export value by
$177,235.1.

Thirdly, the exchange rate has a positive effect on export value, where a 1% increase
in exchange rate is associated with a 16.59748% increase in export value. The
implementation of the US-Vietnam Bilateral Trade Agreement in 2001 has significantly

increased the export value of Vietnam to the US. This indicates that the trade
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agreement has a positive impact on the trade relationship between Vietham and the
US. The diplomatic tensions between the US and China since the Trump
administration’s trade war and the continued hostilities under the Biden administration
have had a positive impact on the Vietnam’s exports to the US. As regards distance,
the coefficient for Distance is negative (-13.19527) but the p value (0.651) is not
statistically significant in determining the changes in the export value from Vietham to
the US.
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CHAPTER SIX
6.0 CONCLUSION

Vietnam has been able to gain tremendous export growth over the years, the purpose
of this paper is to identify the determining factors that has affected and stimulated
changes in the export trade relationship between Vietham and the US from 2001-
2021, alongside its relationship with it top 10- 15 other partner countries. The result
from this study is in correspondence with previous studies which states that a country’s
export trade has a positive relationship with the GDP of the country and the importing
country’s GDP and a negative relationship with distance. Distance and exchange rate

do not directly play a key role in this study, due to the statistically results arrived at.

The study was able to highlight the impact of both the political and geographical factors
such as US-China tensions and the US-Vietnam relations on Viethamese exports.
This study recommends that in order to aid better understanding and present good
evidence or results, future studies could make use of qualitative research methods
such as case studies or interviews with key stakeholders in the export industry. Future
studies could also investigate the potential impacts of non-economic factors. Such as
social norms, culture and institutional frameworks on the Vietnamese exports just to

give a better view of the country’s change in trade relationship.

The study was able to utilize two regression models; linear regression and random-
effects GLS regression, to analyze the factors influencing the changes in export trade
relationship in Vietnam. The results from both models show that GDP plays a
significant role in influencing export trade. Additionally, the US-Vietnam Bilateral Trade
has had a positive impact on the trade relationship between the two countries. This
study recommends that policy makers should also pay attention to the number of
partner countries to address market competition and the impact of geopolitical factors

on Vietnamese exports.

In conclusion, the study provides valuable insights into the factors influencing
Vietnamese exports and highlights the importance of these factors to the changes in
the trade relationship. These findings would guide policy makers in developing
effective strategies to enhance the performance of Viethamese exports and further

strengthen the trade relationship between Vietnam and its key trading partners.
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