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product value.
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03 The last reason is that Vietnam has seen significant growth in the 
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03 The last reason is that Vietnam has seen 
significant growth in the machinery and 
transport equipment industry. 

(i) What impact does FDI have on the machinery and transportation equipment manufacturing industry in Vietnam?

(ii) What role does international trade, here is the trade balance, play in the development of the machinery and transportation equipment 

manufacturing industry in Vietnam? 

(iii) What implications need to be considered to accelerate the machinery and transportation equipment manufacturing sector in Vietnam?
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Theoretical studies

Machinery and transportation equipment 
manufacturing area

According to the OECD, the machinery and transportation equipment manufacturing sector is a part 

of the construction materials and equipment industry. This economic area includes: machinery, 

equipment, electrical appliances and their electrical components (including non-electric machines); 

general industrial machinery and equipment; road vehicles (including air cushion vehicles). Classified 

according to ISIC, machinery and transportation equipment corresponds to industry groups 29, 30, 

32, 34, 35 (World Bank).



Machinery and 

equipment 

manufacturing

The demand for input materials as wel l  as joint venture 

enterprises support ing stages in the production process are very 

great. 

Capital  accumulation

Samuelson's "vic ious ci rc le" and “external  push" theories: Low 

savings from residents lead to low abi l i ty to accumulate capi tal  

for investment, thus labor productivi ty may not be improved, 

workers'  income is low, and the country is stuck in a vic ious 

cycle of poverty. 

MacDougal l  - Kemp theory: when there is a shi f t  of capi tal  from a 

developed country to a developing country, the output generated 

can increase. 

The effect of spil lovers
Spi l lover effects refer to posi t ive or negative external  effects 

ar is ing from interact ions between domestic and foreign factors in 

the host economy.

The development of human resources

FDI enhances the qual i ty of human resources by the need of 

training and forming a high -qual i ty workforce that meets the 

requirements of special ized knowledge and high ski l ls.

Supporting domestic enterprises to 

participate in the global value chain

Theoretical studies
Theoretical studies about the 

impact of FDI

Capital 

accumulation

The effect of 

spillovers

Supporting 

domestic 

enterprises 

The 

development of 

human 

resources



Participating in international trade allows 

countries to make technological progress 

through spillover effects (Grossman and 

Helpman, 1991).

The presence of imported goods can be a 

motivation for domestic businesses to 

advance technologies with more efficient 

production processes.

The growth of capital- and technology-

intensive sectors such as machinery and 

transportation equipment manufacturing is 

more closely related to the aggregate 

knowledge source and technological 

progress of the economy.

Theoret ical  studies about the impact of  

internat ional  t rade

Theoret ical  studies
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Morgan 

Maxwell

Empirical researches
Foreign direct investment affect the machinery and transportation equipment 

manufacturing area

Source: Synthesized by the authors, 2023
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Empirical researches
International trade affect the machinery and transportation equipment 

manufacturing area

Source: Synthesized by the authors, 2023



Justification of research gap

i)There are few studies on the impact of FDI or international trade on the machinery and 

transportation equipment manufacturing sector.

ii) Regarding the research model, most previous studies chose the OLS regression model. 

However, this model has many disadvantages such as: being sensitive to outlier data, 

requiring a linear relationship, having problems with multicollinearity and assuming an error -

free condition. 

iii)Regarding macro factors, previous studies have not mentioned other macro factors such as 

GDP growth or ODA capital received.
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i .  Data 

col lect ion 

sources

The World Bank development indicators 

database and General stat ist ics off ice Source

Period of  data 

set

From the fourth quarter of 2005 to the fourth 

quarter of 2022



Research models

ii. Research model and control 
variables included in the model

Source: Synthesized by the authors, 2023



Marketing Business Head

Control variables 
included in the model

Source: Synthesized by the authors, 2023







Verify ARDL bound



04. CONCLUSION AND 

POLICY IMPLICATIONS



Conclusion



1. Vietnam needs to have a establ ish strategies to select ively 

attract FDI capi tal  capi tal wi th high technology content.

2. The government should support business 

act iv i t ies of foreign investors.

3. The Vietnamese government 

should pay attent ion to improving 

and enhancing the qual i ty of ut i l i ty 

services and publ ic services.

4. There needs to be 

post- investment 

support services. 

Policy implications for 
improving FDI

trade



1. Encouragement for the establ ishment of 

R&D departments at enterpr ises in the f ield of 

domestic machinery and transportat ion 

equipment manufactur ing should be offered.

2. Free and open internat ional trade could 

be promoted by cont inuing to part ic ipate in 

bi lateral  and mult i lateral  Free Trade 

Agreements in the region.

3. For the ODA capital  

received, the 

government should 

have a detai led 

distr ibut ion plan. 

Policy implications for 
improving international 
trade
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