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Vietnam�economy�becomes�more�open.�Two�
PDLQ� FRPSRQHQWV� RI� WKH� FRPSUHKHQVLYH�

UHIRUP� SDFNDJH� DUH� WKH� RXWZDUG�RULHQWHG�

SROLFLHV� LQ� H[WHUQDO� HFRQRPLF� UHODWLRQV� DQG�

PDUNHW�RULHQWHG� SROLFLHV� LQ� PDFURHFRQRPLF�

PDQDJHPHQW��$V� D� UHVXOW�� LQWHUQDWLRQDO� WUDGH�

KDV� EHFRPH� RQH� RI� PDMRU� GHWHUPLQDQWV� RI�

HFRQRPLF�JURZWK��$V�FDQ�EH�VHHQ�IURP�)LJXUH�

��� ERWK� H[SRUW� DQG� LPSRUW� YDOXH� KDYH� EHHQ�

VXUJLQJ�LPSUHVVLYHO\�VLQFH�WKH�����V��

$evwuDFw
2YHU� WKH� SDVW� GHFDGHV�� 9LHWQDP� KDV� LQFUHDVHG� WUDGH� YROXPH� DQG� H[SDQGHG� LWV� WUDGH�

SDUWQHUV�� ,W� LV� RIWHQ� DUJXHG� WKDW� WKH� H[FKDQJH� UDWH� SROLF\� VKRXOG� EH� UHYLVHG� WR� LPSURYH�

LQWHUQDWLRQDO�WUDGH��%\�DSSO\LQJ�WKH�JUDYLW\�PRGHO�ZLWK�LQWHUQDWLRQDO�WUDGH�GDWD�EHWZHHQ�

9LHWQDP�DQG�KHU�ZRUOG�SDUWQHUV��WKLV�VWXG\�VKRZV�WKDW�H[FKDQJH�UDWH�GHYDOXDWLRQ�PD\�QRW�

help.�More� important�is� to�have�a�more�Àexible�exchange�rate�and� to�upgrade�domestic�
SURGXFWLRQ�FDSDFLW\�DV�ZHOO�DV�WR�LPSOHPHQW�VWUXFWXUH�UHIRUP�

.h\�ZruGv��,QWHUQDWLRQDO�WUDGH��([FKDQJH�UDWH��*UDYLW\�PRGHO
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Nevertheless,� Vietnamese� export� goods�
DUH�PDLQO\�ORZ�YDOXH�DGGHG�DQG�LPSRUW�JRRGV�

DUH� SUHGRPLQDQWO\� RI� ORZ� DQG� LQWHUPHGLDWH�

WHFKQRORJ\�� 0RUHRYHU�� WKH� WUDGH� EDODQFH� RI�

Vietnam� has� been� continuously� in� de¿cit�
IRU����\HDUV��7KDW�GRHV�QRW�RQO\�WKUHDWHQ�WKH�

VXVWDLQDELOLW\�RI� WKH� FXUUHQW� DFFRXQW� EDODQFH�

EXW� DOVR� SXW� KLJK� SUHVVXUH� RQ� WKH� LQWHUQDO�

EDODQFH��7KLV� LVVXH� KDV� UHVXOWHG� LQ� D� VHULRXV�

debate� among� Vietnamese� economists� and�
SROLF\�PDNHUV��VHSDUDWLQJ�WKHP�EDVLFDOO\�LQWR�

two� groups.�The� ¿rst� group� including� Pham�
DQG�7UDQ���������7KDQK�DQG�.DOLUDMDQ��������

������� 1JX\HQ� HW�� DO�� ������� DQG�/H� �������

KLJKOLJKWV� WKH� LPSRUWDQFH� RI� H[FKDQJH� UDWH�

policy�on�trade�Àows�and�supports�the�idea�of�
a�signi¿cant�devaluation�to�improve�the�trade�
EDODQFH��7KH�VHFRQG�JURXS�LQFOXGLQJ�%XL�DQG�

.RED\DVKL� �������� 3KDP� ������� DUJXHV� WKDW�

WKH� H[FKDQJH� UDWH� LV� QRW�D�PDLQ� GHWHUPLQDQW�

of�Vietnam’s� trade� Àows� so� devaluation� has�
OLWWOH� HIIHFW� RQ� LPSURYLQJ� WKH� WUDGH� EDODQFH��

7KLV� YLHZ� UHVXOWV� LQ� WKH� SRLQW� RI� YLHZ� WKDW�

VWDELOL]LQJ�WKH�H[FKDQJH�UDWH�LV�PRUH�LPSRUWDQW�

for�promoting�trade�Àows.

3DUWLFLSDWLQJ� LQ� WKLV� GHEDWH�� WKLV� SDSHU�

analyzes�the�determinants�of�bilateral�trade�Àows�
between�Vietnam�and�her�main�trading�partners�
E\�DSSO\LQJ�D�JUDYLW\�PRGHO��,Q�SDUWLFXODU��WKHVH�

IROORZLQJ�K\SRWKHVHV�ZLOO�EH�WHVWHG��

According� to� GSO,� number� of� trading�
partners� increased� signi¿cantly� from� 43� in�
�����WR�����LQ�������7KHUH�LV�DOVR�UHPDUNDEOH�

FKDQJH� LQ� WKH� VWUXFWXUH� RI� WUDGLQJ� SDUWQHUV�

of� Vietnam.� During� the� period� 1995-2001,�
exports� to� the� United� States� increased� from�
3%� to� about� 20%,�while� exports� to�ASEAN,�
Australia,�and�Japan�went�down.�Nevertheless,�

EU,�Japan�and�ASEAN�have�continued�to�be�the�
LPSRUWDQW�H[SRUW�PDUNHWV��7KH�PRVW�LPSRUWDQW�

WUHQG�LQ�LPSRUWV�KDV�EHHQ�WKH�LQFUHDVLQJ�VKDUH�

RI�WKH�&KLQHVH�PDUNHW��ZKLFK�VXUJHG�IURP����

in�1995�to�23%�in�2011.�Imports�from�ASEAN�
VWLOO� KDYH� DQ� LPSRUWDQW� ZHLJKW� DOWKRXJK� LWV�

VKDUH�KDV�GHFUHDVHG�

)lJXuh����([Sruw��/+6��DQG�,pSruw��5+6��0DuNhw�6wuXFwXuh������±�����
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+\SRWKHVLV� ��� There� is� a� signi¿cantly�
SRVLWLYH� UHODWLRQVKLS� EHWZHHQ� WKH� UHDO�

H[FKDQJH�UDWH�DQG�H[SRUWV

+\SRWKHVLV� ��� There� is� signi¿cantly�
QHJDWLYH� UHODWLRQVKLS� EHWZHHQ� UHDO� H[FKDQJH�

UDWH�DQG�LPSRUWV

+\SRWKHVLV� ��� 'HYDOXDWLRQ� LQ� WKH� UHDO�

exchange�rate�will�de¿nitely�improve�the�trade�
EDODQFH

+\SRWKHVLV� ��� 7KH� UHDO� H[FKDQJH� UDWH�

volatility�depresses�the�trade�Àows

+\SRWKHVLV����'RPHVWLF�SURGXFWLRQ�SOD\V�D�

crucial�role�in�promoting�trade�Àows

+\SRWKHVLV����7KH�PRUH�VLPLODU�LQ�WKH�OHYHO�

RI� GHYHORSPHQW� EHWZHHQ� 9LHWQDP� DQG� KHU�

WUDGLQJ�SDUWQHUV��WKH�PRUH�WKH\�WUDGH

7KH� QH[W� VHFWLRQ� RI� WKLV� SDSHU� SURYLGHV�

OLWHUDWXUH�UHYLHZ�RQ�WKH�JUDYLW\�PRGHO�DQG�WKH�

effects� of�exchange� rate� on� trade� Àows.�The�
WKLUG�VHFWLRQ�GLVFXVVHV�WKH�HVWLPDWLRQ�VWUDWHJ\�

DQG� GDWD�� 7KH� IRXUWK� VHFWLRQ� SUHVHQWV� WKH�

regression� results.�The� ¿fth� section� contains�
FRQFOXVLRQV� DQG� SROLF\� LPSOLFDWLRQ� IROORZHG�

by�the�¿nal�section�on�some�limitations�of�the�
VWXG\�

���/,7(5$785(�5(9,(:
*uDylw\�0rGho

The�gravity�model�is�inspired�by�Newton’s�
ODZ� RI� XQLYHUVDO� JUDYLWDWLRQ�� LQWHUDFWLRQ�

EHWZHHQ� FORVH� FOXVWHUV� LV� VWURQJHU� WKDQ�

EHWZHHQ� IDU�RQHV�DQG� ODUJHU�FOXVWHUV� LQWHUDFW�

WR�HDFK�RWKHU�PRUH�VWURQJO\�WKDQ�VPDOOHU�RQHV��

7LQEHUJHQ��������S������LV�ZLGHO\�FRQVLGHUHG�

as�the�¿rst�economist�who�explicitly�proposed�a�
IRUPDO�JUDYLW\�HTXDWLRQ�IRU�LQWHUQDWLRQDO�WUDGH��
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which� is� an�analogy�of� the�Newton’s�gravity�
HTXDWLRQ�LQ�SK\VLFV��

7KH� WKHRU\� RI� WKH� JUDYLW\� PRGHO� KDV��

KRZHYHU�� VWDUWHG� WR� HPHUJH� VLQFH� D� VWXG\� E\�

$QGHUVRQ� �������� /DWHU� FRQWULEXWLRQV� WR� WKH�

PRGHO�LQFOXGH�%HUJVWUDQG���������%HUJVWUDQG�

��������'HDUGRUII� �������� DQG�$QGHUVRQ� DQG�

Van�Wincoop�(2003).

The� emergence� of� “economic�geography”�
LQ�����V�����V�VWDUWHG�D�QHZ�KLVWRU\� IRU� WKH�

JUDYLW\� PRGHO� ZKHQ� LW� MXPSHG� IURP� ODFN� RI�

WKHRUHWLFDO� IRXQGDWLRQ� WR� KDYLQJ� WRR� PDQ\�

�%DOGZLQ� DQG� 7DJOLRQL� ������� $V� QRWHG� E\�

'HDUGRUII��������DQG�)HHQVWUD�HW�DO����������D�

ZLGH�UDQJH�RI�WUDGH�WKHRULHV�DUH�SURYHG�WR�EH�

FRQVLVWHQW�ZLWK�JUDYLW\�HTXDWLRQV��

Anderson� and� Van� Wincoop� (2003)�
H[SOLFLWO\� VKRZV� WKDW� ELODWHUDO� WUDGH� GRHV�

QRW� RQO\� GHSHQG� RQ� ELODWHUDO� YDULDEOHV� EXW�

DOVR� RQ� WKH� SRVLWLRQ�ZLWK� UHVSHFW� WR� WKH� UHVW�

RI� WKH�ZRUOG�� QDPHO\� WKH�PXOWLODWHUDO� �SULFH��

resistance� terms� (MRTs)� for� exporting� and�
importing�countries.�Without�taking�the�MRTs�
LQWR�DFFRXQW��HVWLPDWHG�JUDYLW\�HTXDWLRQV�VXIIHU�

from�omitted�variables�bias.�By�assuming�CES�
XWLOLW\�IXQFWLRQ�RI�FRXQWU\�M���

���:KHUH� αα '
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�is�bilateral�export�Àow;�Y
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�LV�*13�RI�H[SRUWLQJ�DQG�LPSRUWLQJ�FRXQWULHV�UHVSHFWLYHO\��'

LM
�LV�

GLVWDQFH�EHWZHHQ�FRXQWULHV�L�DQG�M��*
L
�is�degree�of�one-sidedness�(lack�of�diversi¿cation)�of�export�product.As�per�the�criti�

FLVP�E\�/HDPHU�DQG�/HYLQVRKQ���������ZKLOH�LW�KDV�EHHQ�RQH�RI�WKH�PRVW�VXFFHVVIXO�HPSLULFDO�PRGHOV�LQ�HFRQRPLFV�LQ�WHUPV�

of�producing�most�robust�empirical�¿ndings,�the�gravity�model�used�to�be�ignored�in�all�international�economic�textbooks�in�
WKH�����V�GXH�WR�WKH�ODFN�RI�D�VRXQG�WKHRUHWLFDO�IRXQGDWLRQ�
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Van�Wincoop’s�result�can�be�derived�through�
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7Kh� hIIhFw� rI� h[FKDQJh� uDwh� rQ� wuDGh�
Àows

Relating� to� the� effect� of� exchange� rate�
RQ� WUDGH� IORZV�� WKHUH� LV� QR� FRQVHQVXV��

$FFRUGLQJ� WR� WKH� HODVWLFLW\� DSSURDFK� RU�

“imperfect� substitute”� model,� which� is�
FRQWULEXWHG� E\� 0DUVKDOO� DQG� /HUQHU�� LI� D�

FRXQWU\� VWDUWV� IURP� D� ]HUR� WUDGH� EDODQFH��

WKH�WUDGH�EDODQFH�ZLOO�WHQG� WR�EH� LPSURYHG�

LI�D�FRQGLWLRQ��QDPHO\� WKH�0DUVKDOO�/HUQHU�

condition,� η
;
+η

1
>1� (where� η

;
� and� η

1
� DUH�

UHVSHFWLYHO\�HODVWLFLW\�RI�H[SRUW�DQG�LPSRUW�

GHPDQG�ZLWK�UHVSHFW�WR�UHDO�H[FKDQJH�UDWH��

holds.� Nevertheless,� as� noted� by� Stern�
�������S������WKH�0DUVKDOO�/HUQHU�FRQGLWLRQ�

LV�QRW�D�QHFHVVDU\�FRQGLWLRQ�LQ�WKH�VHQVH�WKDW�

LW�LV�SRVVLEOH�WKDW�WKH�GHYDOXDWLRQ�PD\�UHVXOW�

LQ� DQ� LPSURYHPHQW� RI� WKH� WUDGH� EDODQFH� LI�

WKH� GHPDQG� HODVWLFLWLHV� DUH� VPDOO� EXW� WKH�

H[SRUW� DQG� LPSRUW� VXSSO\� HODVWLFLWLHV� DUH�

VPDOO�HQRXJK��2Q�WKH�RWKHU�KDQG��LI�WUDGH�LV�

assumed�to�be�in�de¿cit,�the�Marshall-Lerner�
FRQGLWLRQ� LQ� WHUPV� RI� IRUHLJQ� FXUUHQF\� FDQ�

EH�ZULWWHQ�LQ�D�PRUH�JHQHUDO�IRUP����
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ZKHUH� 9
I0
� DQG� 9

I;
� DUH� YDOXH� RI� LPSRUWV� DQG�

H[SRUWV�� UHVSHFWLYHO\�� LQ� WHUPV� RI� IRUHLJQ�

currency� (Stern� 2007,� p.130).� Even� when�
HODVWLFLWLHV�RI�GHPDQG�IRU�H[SRUWV�DQG�LPSRUWV�

DUH� VPDOO�� LW� LV� SRVVLEOH� WKDW� GHYDOXDWLRQ� FDQ�

LPSURYH�WKH�WUDGH�EDODQFH�LQ�WHUPV�RI�IRUHLJQ�

currency� if� the� trade� balance� de¿cit� is� large�
HQRXJK�� 7KH� 0DUVKDOO�/HUQHU� FRQGLWLRQ�

remains� to� be� suf¿cient� even� if� imports� are�
XVHG� DV� LQSXWV� IRU� GRPHVWLF� SURGXFWLRQ��

Sastre�(2012)�generalizes�the�Marshall-Lerner�
FRQGLWLRQ�IRU�DQ�RSHQ�HFRQRP\�LQ�WKH�ORQJ�UXQ�

ZKHUH�WKHUH�LV�QR�LQGHSHQGHQFH�EHWZHHQ�*'3�

DQG�H[FKDQJH�UDWH��$FFRUGLQJ�WR�KLV�UHVXOW��WKH�

0DUVKDOO�/HUQHU�FRQGLWLRQ�LV�UHYLVHG�DV�IROORZV��
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�)�>�1�where�ε

;�0
�DQG�

ε
0�;
� DUH�HODVWLFLW\� RI� H[SRUWV�ZLWK� UHVSHFW� WR�

LPSRUWV�DQG�HODVWLFLW\�RI�LPSRUWV�ZLWK�UHVSHFW�

WR�H[SRUWV��UHVSHFWLYHO\��RU��

7KH�VHFRQG�DSSURDFK�IRU�LQYHVWLJDWLQJ�WKH�

effect�of�exchange�rate�on�trade�Àows�is�based�
RQ�WKH�YRODWLOLW\�DSSURDFK��7KLV�DSSURDFK�LV�D�

ERUGHU�EHWZHHQ�RSSRQHQWV�DQG�SURSRQHQWV�RI�

Àoating�exchange�rate�regimes.�The�opponents�
GHYHORS� WKHLU� DUJXPHQW� IURP� FRQYHQWLRQ�

ZLVGRP� WKDW� ZKLOH� LW� LV� XQSUHGLFWDEOH�� WKH�

YRODWLOLW\�RI�H[FKDQJH�UDWH�FUHDWHV�XQFHUWDLQW\�

that� might� negatively� affect� the� pro¿t� of�
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LQWHUQDWLRQDO� WUDQVDFWLRQV�� 7KH� YRODWLOLW\� RI�

H[FKDQJH� UDWH� ZRUNV� DV� WUDQVDFWLRQ� FRVW� IRU�

¿rms� because� while� the� exchange� rate� is�
DJUHHG�ZKHQ�D�FRQWUDFW�LV�PDGH��WKH�SD\PHQW�

LV�XVXDOO\�PDGH�ODWHU��7KHUHIRUH��ULVN�DGYHUVH�

¿rms�may�trade�more�with�countries�that�have�a�
more�predictable�exchange�rate�(Dell’�Ariccia�
�������7KLV�WKHRUHWLFDO�ZRUN�SURYLGHV�D�UHDVRQ�

for�many�countries�to�follow�a�relatively�¿xed�
H[FKDQJH�UDWH�V\VWHP��%DURQ��������

The� proponents� of� Àoating� exchange� rate�
UHJLPHV�DUJXH�WKDW�WKHUH�LV�SRVLWLYH�UHODWLRQVKLS�

EHWZHHQ� H[FKDQJH� UDWH� YRODWLOLW\� DQG�

LQWHUQDWLRQDO� WUDGH�� 7KH� WKHRUHWLFDO� DUJXPHQW�

SURYLGHG� E\� 'H� *UDXZH� �������� VWDWHG� WKDW�

ZKLOH�WKH�H[FKDQJH�UDWH�ULVN�KDV�D�VXEVWLWXWLRQ�

HIIHFW� GXH� WR� UHGXFLQJ� WKH� DWWUDFWLYHQHVV� RI�

LQWHUQDWLRQDO� WUDGH�� LW� QDUURZV� WKH� H[SHFWHG�

marginal�utility�of�export�revenue�so�that�¿rms�
PLJKW� UHVSRQG�E\� LQFUHDVLQJ�H[SRUWV� WR� RIIVHW�

WKLV� QHJDWLYH� HIIHFW�� 7KLV� UHVSRQVH� FUHDWHV� DQ�

LQFRPH�HIIHFW�DQG�LI�WKH�LQFRPH�HIIHFW�LV�ODUJHU�

WKDQ� WKH� VXEVWLWXWLRQ� HIIHFW�� WKH� UHODWLRQVKLS�

EHWZHHQ� H[FKDQJH�UDWH� YRODWLOLW\� DQG�

LQWHUQDWLRQDO�WUDGH�EHFRPHV�SRVLWLYH��$FFRUGLQJ�

WR� WKLV� DUJXPHQW�� WKH� UHODWLRQVKLS� EHWZHHQ�

H[FKDQJH� UDWH� YRODWLOLW\� DQG� LQWHUQDWLRQDO�

WUDGH�GHSHQGV�VWURQJO\�XSRQ�WKH�GHJUHH�RI�ULVN�

DYHUVLRQ��%DURQ� ������� SURYLGHV�DQ� LPSHUIHFW�

FDSLWDO�PDUNHW�PRGHO�WR�H[SODLQ�ZK\�WKH�OHYHO�

of� trade�with� a�Àexible� exchange� rate� system�
and�a�¿xed�exchange�rate�system�are�the�same.�
7KLV� LPSOLHV� WKDW� H[FKDQJH� UDWH� YRODWLOLW\� DV�

an� uncertainty� has� no� effect� on� trade.� Sercu�
DQG�8SSDO��������H[DPLQH�WKLV�UHODWLRQVKLS�LQ�

D� VWRFKDVWLF�HQGRZPHQW� HFRQRP\� LQ� JHQHUDO�

HTXLOLEULXP� ZLWK� LPSHUIHFW� LQWHUQDWLRQDO�

FRPPRGLW\� PDUNHW� ZKHUH� WKH� H[FKDQJH� UDWH�

ZDV� HQGRJHQRXV��7KH� VLJQ� RI� WKH� UHODWLRQVKLS�

between�exchange�rate�volatility�and�trade�Àows�
ZDV�DPELJXRXV��GHSHQGLQJ�RQ�WKH�VRXUFH�RI�WKH�

YRODWLOLW\�� )RU� H[DPSOH�� LW� LV� IRXQG� WKDW� PRUH�

YRODWLOLW\�RI� WKH�HQGRZPHQWV�DQG�KLJKHU�FRVWV�

WR�LQWHUQDWLRQDO�WUDGH�ERWK�ERRVW�H[FKDQJH�ULVN�

EXW�WKH�IRUPHU�LQFUHDVHV�WKH�H[SHFWHG�YROXPH�RI�

WUDGH��ZKLOH�WKH�ODWWHU�GHFUHDVHV�WUDGH��.ODDVVHQ�

������� EDVHG� RQ� DQ� DVVXPSWLRQ� WKDW� WUDGHUV�

are� forward-looking� agents� ¿nds� that� export�
GHFLVLRQV�DUH�PRVWO\�DIIHFWHG�E\�WKH�SUREDELOLW\�

GLVWULEXWLRQ� RI� WKH� ���PRQWKV� WR� FRPH� UDWH��

2]WXUN��������PHQWLRQV�WKH�LPSRUWDQFH�RI�VXQN�

FRVWV�LQ�LQWHUQDWLRQDO�WUDGH�DV�DQ�DUJXPHQW�IRU�

DQ� DPELJXRXV� UHODWLRQVKLS� EHWZHHQ� H[FKDQJH�

UDWH� YRODWLOLW\� DQG� LQWHUQDWLRQDO� WUDGH��+XGVRQ�

and�Straathoof� (2010)�argue� that� the�effect�of�
H[FKDQJH�UDWH�YRODWLOLW\�GLVDSSHDUHG�DIWHU������

DORQJ�ZLWK�WKH�GHYHORSPHQW�RI�WKH�LQWHUQDWLRQDO�

¿nance�market.�Zhang�et�at.�(2006)�shows�that�
WKH�DPELJXRXV�UHVXOWV�DUH�GXH�WR�WKH�WKUHVKROG�

HIIHFW�� :KHQ� WKH� YRODWLOLW\� LV� ORZHU� WKDQ� D�

certain�level,�the�impacts�tend�to�be�insigni¿cant�
EXW� H[FHHGLQJ� WKLV� OHYHO� WKH� LPSDFWV� EHFRPH�

signi¿cant�and�positive�in�their�study.

&RULF�DQG�3XJK��������VKRZ�WKDW�WKHUH�DUH�

QHJDWLYH�LPSDFWV�RI�H[FKDQJH�UDWH�YDULDELOLW\�

RQ� WUDGH� EXW� WKH� LPSDFWV� DUH� QRW� UREXVW��

7KH� DXWKRUV� FRQFOXGH� WKDW� WKLV� UHODWLRQVKLS�

LV� KLJKO\� FRQGLWLRQDO�� ,Q� RUGHU� WR� REWDLQ�

D� JHQHUDO� SLFWXUH�� WKH� GHWDLOV� RI� VHOHFWHG�

HPSLULFDO�VWXGLHV�EHWZHHQ������DQG������DUH�

VXPPDUL]HG� LQ�$SSHQGL[���EDVHG�RQ�2]WXUN�

�������ZLWK�RXU�VXSSOHPHQWDWLRQ��7KHUH�LV�QR�

FRQVHQVXV�DPRQJ�DXWKRUV�RI�WKHVH�VWXGLHV��

,Q� FRQFOXVLRQ�� WKH� HPSLULFDO� VWXGLHV�

fail� to� provide� a� systematically� signi¿cant�
OLQN� EHWZHHQ� H[FKDQJH� UDWH� YRODWLOLW\� DQG�

LQWHUQDWLRQDO� WUDGH� �&DSRUDOH�DQG�'RURRGLDQ��

������� 'HSHQGLQJ� XSRQ� WKH� VDPSOH� SHULRGV��

FRXQWULHV� FRQVLGHUHG,� model� speci¿cation,�
HFRQRPHWULF� PHWKRGV�� DQG� SUR[LHV� IRU�

H[FKDQJH�UDWH�YRODWLOLW\��WKH�HPSLULFDO�UHVXOWV�

DUH�PL[HG��2UWXUN��������
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7KH�JUDYLW\�PRGHOV�IRU�ERWK�WKH�H[SRUWV�DQG�

the�imports�of�Vietnam�are�formed�based�on�the�
VLQJOH�FRXQWU\�DSSURDFK�GXH�WR�WKH�DV\PPHWULF�

QDWXUH� RI� WKH� H[SRUWV� DQG� WKH� LPSRUWV�� 7R�

FDSWXUH� WKH� LPSDFWV� RI� WKH� H[FKDQJH� UDWH�

within� the�gravity�analysis�of�the� trade�Àows,�
we�follow�Rose�(2000)�and�Chit�et�al.�(2010)�
WR�VHW�XS�WKH�WUDGLWLRQDO�IRUP�ZLWK�WKH�*'3�RI�

Vietnam� and� her� partners� as� the� proxies� for�
VXSSO\LQJ�FDSDFLW\�DQG�SXUFKDVLQJ�SRZHU�ZKLOH�

WKH�YRODWLOLW\�DQG� WKH� UHDO� H[FKDQJH� UDWH� OHYHO�

FRPH�LQWR�WKH�PRGHOV�DV�H[SODQDWRU\�YDULDEOHV��

We� follow� Frankel� and�Wei� (1998),� Soloaga�
DQG�:LQWHUV� ������WR�XVH�D�SUR[\� ³HFRQRPLF�

remoteness”�of�the�trading�partners�to�measure�
the� “economic� distance”� from� each� country�
to�its�“average�trading�partner”�(or�to� the�rest�
of�the�world)�to�capture�the�MRTs.�As�argued�
E\�0HOLW]��������³WKH� VDPH�GLVWDQFH�EHWZHHQ�

D�FRXQWU\�SDLU�ZLOO�KDYH�GLIIHUHQW�LPSOLFDWLRQV�

GHSHQGLQJ�RQ�ZKHWKHU�WKH\�KDYH�PDQ\�QHDU�E\�

neighbours�or�few”.
Regarding�econometric�methods,� the�OLS�

PHWKRG� LV� XVHG� WR� HVWLPDWH�JUDYLW\�HTXDWLRQV�

LQ�DOPRVW�DOO�FDVHV��&\UXV���������7KH�RPLWWHG�

variable� or� misspeci¿cation� problem� is,�
KRZHYHU�� YHU\� FRPPRQ� LQ� JUDYLW\� DQDO\VLV�

when�the�OLS�method�is�applied.�Frank�(1995,�
S����� SRLQWV� RXW� WKDW� HVWLPDWLQJ� WKH� JUDYLW\�

model� by� OLS� method� also� suffers� from�
DQ� HQGRJHQHLW\� SUREOHP�� 7KHUHIRUH�� VRPH�

authors�recommend�the�Instrumental�Variable�
PHWKRG� DV� D� EHWWHU� WRRO� IRU� HPSLULFDO� ZRUNV��

+RZHYHU�� DV� VKRZQ� E\� &\UXV� �������� ZKLOH�

HQGRJHQHLW\�H[LVWV�LQ�VRPH�FDVHV��LW�SOD\V�OLWWOH�

UROH�LQ�FDXVLQJ�ELDVHG�HVWLPDWLRQV��7KH�JUDYLW\�

HTXDWLRQV� HVWLPDWHG� E\� WKH� ,QVWUXPHQWDO�

Variable� method� are� not� much� different�
from� ones� estimated� by� the� OLS� method.�
The� other� problem� with� the� OLS� method� is�
KHWHURJHQHRXV� WUDGLQJ� UHODWLRQVKLSV� DPRQJ�

FRXQWULHV��:LWK�KHWHURJHQHLW\��D�FRXQWU\�ZRXOG�

H[SRUW�GLIIHUHQW�DPRXQWV�WR�WZR�FRXQWULHV�HYHQ�

LI�RWKHU�JUDYLW\�YDULDEOHV�DUH�WKH�VDPH��

In� this� paper,� ¿rstly,� the� OLS� method� is�
DSSOLHG� WR� HVWLPDWH� WKH� H[SRUWV� DQG� LPSRUWV�

equations.�After�that,� the�model�speci¿cation�
LV� GHFLGHG� EDVHG� RQ� PXOWLFROOLQHDULW\� DQG�

misspeci¿cation� diagnostics.� In� particular,�
the�variance�inÀation�factor�(VIF)�diagnostic�
is� applied� to� con¿rm� that� there� is� no�
PXOWLFROOLQHDULW\� LQ�ERWK�PRGHOV�� ,Q�RUGHU� WR�

detect�the�misspeci¿cation�problem,�both�the�
speci¿cation�link�test�and�the�Ramsey�RESET�
WHVW�DUH�DSSOLHG��

%HFDXVH� WKH� PRVW� XSGDWHG� GDWD� RI� WKH�

bilateral� trade� between� Vietnam� and� her�
SDUWQHUV�DUH�LQ�������ZH�XVH�\HDUO\�GDWD�IURP�

�����WR������IRU����PDLQ�WUDGLQJ�SDUWQHUV�WKDW�

FRYHU�DERXW�����������RI�WKH�H[SRUWV�DQG�WKH�

imports�of�Vietnam.�
7KH� UHJUHVVLRQ�PRGHOV� KDYH� WKH� IRUPV� DV�

IROORZV�

� � � � � � �
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where� RERit� is� CPI-based� bilateral� real�
exchange�rate�between�VietQDP�DQG�FRXQWU\�L�
LQ�\HDU�W��FDOFXODWHG�DV��

LW
LW LW VN

L

&3,RER NER .
&3,

=

7KH�H[FKDQJH�UDWH�DQG�&3,�GDWD�DUH�DQQXDO�

average�data�that�are�extracted�from�the�IMF’s�
International�Financial�Service�database�(IFS/
,0)��� H[FHSW� IRU� WKH� FDVH� RI� 7DLZDQ� ZKHUH�

data�are�from�National�Statistics,�Republic�of�
&KLQD��7DLZDQ���$OO�&3,�GDWD�DUH�UHFRQYHUWHG�

VR�WKDW������LV�WKH�EDVH�\HDU��&3,���� �������

,Q�WKH�FDVH�D�FRXQWU\�SDUWLFLSDWHG�LQ�WKH�(08�

between� 2001� and� 2009,� such� as� Slovakia,�
WKH� H[FKDQJH� UDWH� LV� UHFDOFXODWHG� EDVHG� RQ�

WKH�GRPHVWLF�FXUUHQF\�DQG�WKH�H[FKDQJH� UDWH�

EHWZHHQ�WKH�GRPHVWLF�FXUUHQF\�DQG�WKH�(XUR�

<9

W�
��<

LW
�are�respectively�real�GDP�of�Vietnam�

DQG� WKH� FRXQWU\� L� LQ� \HDU� W�� FDOFXODWHG� E\�

deÀating�the�nominal�GDP�by�the�GDP�deÀator.�
The�GDP�deÀator�index�is�then�converted�to�be�
equal�to�100�in�2005.�All�GDP�and�GDP�deÀator�
GDWD� DUH� WDNHQ� IURP� WKH� :RUOG� (FRQRPLF�

Outlook� database� (updated�April� 2012).� Real�
GDP�data�are�converted�to�the�VND�terms�using�
WKH�ELODWHUDO�UHDO�H[FKDQJH�UDWH�

;
LW
� and�Mit� are,� respectively,�Vietnam� real�

H[SRUWV�WR�DQG�UHDO�LPSRUWV�IURP�WKH�FRXQWU\�L�

LQ�\HDU�W��7KH�H[SRUW�DQG�LPSRUW�GDWD�LQ�FXUUHQW�

price�USD�are�taken�from�the�UN�COMTRADE�
GDWDEDVH��H[FHSW�IRU�WKH�FDVH�RI�7DLZDQ�ZKHUH�

GDWD� LV�QRW�DYDLODEOH�DQG� LQ�VRPH�FDVHV�ZKHUH�

certain�yearly�data�are�missing�(such�as�China’s�
data�in�2003).�In�this�case,�the�of¿cial�data�from�
the�General�Statistics�Of¿ce�of�Vietnam�(GSO)�
DUH�XVHG��7KH�QRPLQDO�H[SRUWV�DQG�WKH�QRPLQDO�

imports�are�deÀated�by�the�GDP�deÀator�of�the�
United�States�to�obtain�real�terms�in�USD�and�
then�converted�to�the�real�terms�in�VND�using�
real� bilateral� exchange� rate� between�Vietnam�
and�the�United�States;

'
L�
LV� WKH�JHRJUDSKLF� GLVWDQFH�EHWZHHQ� WKH�

most�populated�city�of�Vietnam�and�the�most�
SRSXODWHG�FLW\�RI� WKH�FRXQWU\�L��7KH�GLVWDQFH�

GDWD�LV�WDNHQ�IURP�WKH�&(3,,�GDWDEDVH�

5(027(
LW
� LV� WKH� UHODWLYH� ³HFRQRPLF�

remoteness”�of�country�i�to�the�world�in�year�
W�� :KHQ� ZH� FRQWURO� WKH� GLVWDQFH� EHWZHHQ�

Vietnam�and�her�partner,�the�more�remote�her�
SDUWQHU�LV�IURP�WKH�UHVW�RI�WKH�ZRUOG��WKH�PRUH�

she� should�trade�with�Vietnam,�however,� the�
LPSRUWDQFH�RI�JHRJUDSKLF�GLVWDQFH�VKRXOG�EH�

UHGXFHG�ZKHQ�WKH�HFRQRPLF�VL]H�RI�SDUWQHU�LV�

WDNHQ� LQWR� DFFRXQW�� $IWHU� WKH�$QGHUVRQ� DQG�

van�Wincoop’s�MRTs�
�

� �

LM M

L M

- :

W <

3 <

σ σ− −  
 Π ≡ Σ     

where�(σ>1)

ZHUH� GHULYHG�� WKH� UHPRWHQHVV� SUR[\�
�

�
MW1

- LM

:W

<
'

<

−
 

Σ  
 

ZDV� SUHIHUUHG�� $OWKRXJK�

PDWKHPDWLFDO� UHODWLRQ� EHWZHHQ� WKLV� SUR[\�

and� Π
L
� LV�ZHDN��� LQWXLWLRQ� RI� WKLV� IRUPXOD� LV�

VWUDLJKWIRUZDUG���

���

�
�

� ��� �
� �

LM M LM M LM M

L M M M
M : M : M :

W < W < W <

3 < 3 < 3 <

σ σσ σ σ σ
− −− − − −      

 Π = ≈ ≈                

   
   
    

∑ ∑ ∑ �After�that�set�σ�=�2�and�use�distance�as�a�proxy�for�trade�costs�factor.�A�
EHWWHU�EXW�PRUH�FRPSOLFDWHG�DSSUR[LPDWLRQ�FDQ�EH�VHHQ�LQ�%DLHU�DQG�%HUJVWUDQG�������

��� $OWKRXJK�$QGHUVRQ�DQG�YDQ�:LQFRRS��������FODLPHG�WKDW�WKH�WKHRU\�GLG�QRW�SURYLGH�DQ\�IXQFWLRQDO�IRUP�RI�UHPRWHQHVV�DV�

XVHG�WR�EH�GRQH�LQ�PDQ\�HPSLULFDO�SDSHUV��%UXQ�HW�DO���������SRLQWHG�RXW�WKDW�WKHLU�UHVXOW�ZLWK�UHPRWHQHVV�YDULDEOH�ZDV�TXLWH�

FORVH�WR�WKH�UHVXOW�GHULYHG�E\�$QGHUVRQ�DQG�YDQ�:LQFRRS��������DQG�WKH�JUDYLW\�HTXDWLRQ�ZLWK�UHPRWHQHVV�ZDV�³FORVHU�WR�

accepted�theoretical�foundations”
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,Q�SDUWLFXODU�� �

1 LM
M
M L MW

:W

'

*'3

*'3

=
≠

∑ ZKHUH�'
LM
� LV�

WKH�JHRJUDSKLF�GLVWDQFH�EHWZHHQ�WKH�FRXQWU\�

L�DQG�WKH�FRXQWU\�M��*'3
MW
�LV�QRPLQDO�*'3�RI�

WKH�FRXQWU\�M�LQ�\HDU�W�DQG�*'3
:W
�LV�WKH�ZRUOG�

QRPLQDO�*'3�LQ�\HDU�W���7KH�ZRUOG�*'3�GDWD�

DUH� DOVR� WDNHQ� IURP� WKH� :RUOG� (FRQRPLF�

2XWORRN� GDWDEDVH�� 7KH� UHPRWHQHVV� LV�

FDOFXODWHG�EDVHG�RQ�WKH�GDWD�RI�����FRXQWULHV�

ZKRVH�WKH�GDWD�DUH�DYDLODEOH�LQ�ERWK�WKH�:RUOG�

(FRQRPLF� 2XWORRN� GDWDEDVH� �IRU� *'3�� DQG�

LQ�WKH�&(3,,�GDWDEDVH��IRU�GLVWDQFH��

92/
LW
� LV� WKH�YRODWLOLW\�RI� WKH� UHDO�ELODWHUDO�

exchange� rate� between� Vietnam� and� the�
FRXQWU\�L�LQ�\HDU�W��ZKLFK�LV�FDOFXODWHG�DV�WKH�

standard�deviation�of�the�¿rst�difference�of�the�
logarithm�of�monthly�bilateral�RER:�

( )�� �

�

�
� OQ OQ

��
LW LW LWW

92/ 5(5 5(5
=

= ∆ − ∆∑
7KH�PRQWKO\�H[FKDQJH�UDWHV�DUH�WKH�DYHUDJH�

H[FKDQJH� UDWHV�RI�HDFK�PRQWK�� ,Q� WKH�FDVH� D�

FRXQWU\�SDUWLFLSDWHG�LQ�WKH�(08�EHWZHHQ������

and�2008,�such�as�Slovakia,�the�exchange�rate�
LV�UHFDOFXODWHG�EDVHG�RQ�WKH�GRPHVWLF�FXUUHQF\�

DQG� WKH�H[FKDQJH� UDWH�EHWZHHQ� WKH� GRPHVWLF�

FXUUHQF\� DQG� WKH� (XUR�� 7KH� PRQWKO\� &3,�

data�are�sourced�from�IFS/IMF�except�for�the�
FDVH�RI�7DLZDQ�ZKRVH�GDWD�DUH�IURP�1DWLRQDO�

Statistics,�Republic�of�China�(Taiwan)�and�the�
FDVH�RI�&KLQD�ZKRVH�GDWD�DUH�IURP�WKH�2(&'�

STAT�database.�The�monthly�exchange� rates�
DUH�WKH�DYHUDJH�H[FKDQJH�UDWHV�RI�HDFK�PRQWK�

and� this� data� is� mainly� extracted� from� IFS/
,0)� H[FHSW� IRU� WKH� FDVH� RI� 7DLZDQ�� ZKRVH�

data� is� from� National� Statistics,� Republic�

RI� &KLQD� �7DLZDQ��� ,Q� WKH� FDVH� D� FRXQWU\�

SDUWLFLSDWHG� LQ� WKH� (08� EHWZHHQ� ����� DQG�

2008,�such�as�Slovakia,�the�exchange� rate� is�
UHFDOFXODWHG� EDVHG�RQ� WKH�GRPHVWLF� FXUUHQF\�

DQG� WKH�H[FKDQJH� UDWH�EHWZHHQ� WKH� GRPHVWLF�

FXUUHQF\�DQG�WKH�(XUR�

7),
LW
� DQG�)&,

LW
� DUH� UHVSHFWLYHO\�WKH�7UDGH�

)UHHGRP�,QGH[� �7),�� DQG� WKH�)UHHGRP�IURP�

&RUUXSWLRQ� ,QGH[� �)&,�� RI� WKH� FRXQWU\� L� LQ�

\HDU�W��7KH�7),�LV�PDUNHG�IURP���WR�����SRLQWV�

EDVHG�RQ�WKH�IRUPXOD��

PD[ L

PD[ PLQ

WDULII WDULII
���

WDULII WDULII
LW L

7), 17%
−

= × −
−

�

ZKHUH� WDULII
PD[
�� WDULII

PLQ
�� WDULII

L
� DUH� UHODWLYHO\�

XSSHU�ERXQG��ORZHU�ERXQG�DQG�ZHLJKWHG�DYHUDJH�

WDULII�UDWH�RI�WKH�FRXQWU\�L��17%
L
�LV�SHQDOW\�VFRUH�

EDVHG� RQ� WKH� H[LVWLQJ� RI� QRQ�WDULII� EDUULHUV�

LQ� WKH� FRXQWU\� L��7KLV�YDULDEOH� LV� LPSRUWDQW� WR�

Vietnam’s� exports� but� it� does� not� matter� to�
Vietnam’s� import� because� basically� Vietnam�
KDV�WUHDWHG�KHU�WUDGLQJ�SDUWQHUV�HTXDOO\�RQ�WKH�

EDVLV�RI�WKH�0RVW�)DYRXUHG�1DWLRQV��0)1��WR�

ERWK�:72�PHPEHUV�DQG�QRQ�:72�PHPEHUV�

VLQFH� ����V�.� The� Heritage� Foundation’s�
)&,� LV�EDVLFDOO\�D� UHVFDOH� YHUVLRQ�RI� WKH� ���

SRLQW� VFDOH� &RUUXSWLRQ� 3HUFHSWLRQV� ,QGH[�

DQQRXQFHG� E\� 7UDQVSDUHQF\� ,QWHUQDWLRQDO��

ZKLFK� LV� D� SUR[\� IRU� HIIHFWLYHQHVV� RI�

JRYHUQPHQW�WKDW�PD\�UHGXFH�WUDGH�FRVW��

7&,
LW

;��DQG�7&,
LW

0�DUH��7UDGH��&RPSOHPHQWDULW\�

Indices�from�Vietnam�to�her�partner�i�and�from�
her�partner� i� to�Vietnam,� respectively,�in�year�
W��ZKLFK�LV�D�SUR[\�IRU�WKH�GHJUHH�WR�ZKLFK�WKH�

export�pattern�of�Vietnam�matches�the�import�
SDWWHUQ�RI� WUDGLQJ�SDUWQHUV� DQG�YLFH�YHUVD7KH�

��� The�remoteness�of�Vietnam�is�not�included�in�both�equations�due�to�multicollinearity.
�� ([FHSWLRQV�DUH�UHJLRQDO�trade�agreements�that�are�mostly�controlled��by�two�dummies�ASEAN�and�APEC
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TCIs�are�calculated�based�on�the�SITC�Revision�
�� IRU� WKH� WLHU� ��GLJLW� �JURXS� OHYHO�� IURP�81�

COMTRADE�database�by�the�software�World�
,QWHJUDWHG�7UDGH�Solution�(WITS)�designed�by�
WKH�:RUOG�%DQN��WKH�81&7$'��WKH�:72�DQG�

the�UN�Statistics�Division);
2,/W� LV� WKH� FUXGH� SHWUROHXP� SULFH� LQGH[�

in�year� t� extracted� from�UNCTADStat� (Free�
PDUNHW� FRPPRGLW\� SULFH� LQGLFHV� GDWDEDVH���

7KLV� LQGH[� LV� LQFRUSRUDWHG� WR� FDSWXUH� WKH�

H[WHUQDO� VKRFN� IURP� RLO� SULFHV�� ZKLFK� LV�

LPSRUWDQW� IRU� ERWK� WKH� H[SRUWV� DQG� WKH�

imports�of�Vietnam.�The�expected�sign�of�the�
coef¿cients�is�ambiguous;

23(1LW� LV� WKH� RSHQQHVV� RI� FRXQWU\� L� LQ�

\HDU� W��� FDOFXODWHG� DV� WKH� SHUFHQWDJH� RI� WRWDO�

WUDGH�LQ�JRRGV�DQG�VHUYLFH�LQ�QRPLQDO�*'3�LQ�

year�t.�The�data�is�extracted�from�the�IFS/IMF�
GDWDEDVH��,Q�VRPH�FDVHV�ZKHUH�WKH�GDWD�RI�WRWDO�

WUDGH�LQ�JRRGV�DQG�VHUYLFH�LV�QRW�DYDLODEOH��WKH�

GDWD�RI�WUDGH�LQ�JRRGV�LV�XVHG�DOWHUQDWLYHO\�

''H
YLW
� LV� WKH� UHODWLYH� GLIIHUHQFH� RI� OHYHO�

RI� GHYHORSPHQW� EHWZHHn� Vietnam� and� the�
FRXQWU\�L��PHDVXUHG�DV

V
W LW

LW V
W LW

< <
''HY OQ OQ

3 3
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where� PtV� and� Pit� are� relatively� the�
population�of�Vietnam�and�the�population�of�
WKH�FRXQWU\�L��7KH�SRSXODWLRQ�GDWD�LV�IURP�WKH�

UN�STATs�database;

APEC,� ASEAN,� ADJ� and� LOCK� are�
dummies� for� APEC� membership,� ASEAN�

membership,�shared�border�with�Vietnam�and�
ODQGORFNHG�VLWXDWLRQ��UHVSHFWLYHO\��DQG

ε
LW

;�DQG�ε
LW

0�DUH�HUURU�WHUPV�

:KLOH� ERWK� HTXDWLRQV� SDVV� WKH� OLQNWHVW��

the� Ramsey� RESET� test� rejects� the� null�
K\SRWKHVLV� RI� QR� RPLWWHG� YDULDEOH� LQ� WKH�

LPSRUW� PRGHO�� 7KHUHIRUH�� WKH� DXJPHQWHG�

FRPSRQHQW� SOXV� UHVLGXDO� SORWV� DUH� H[DPLQHG�

DQG� WKH� UHODWLRQVKLS� EHWZHHQ� /Q0� DQG�

DDev�is�found�to�be�non-linear.�This�¿nding�
VXJJHVWV� WKDW� D� SRZHU� RI� ''HY� VKRXOG� EH�

LQFOXGHG� LQWR� WKH� LPSRUW� HTXDWLRQ�� %HFDXVH�

''HY���WKH�TXDGUDWLF�SRZHU�RI�''HY��FDXVHV�

multicollinearity� as� detected� by� the� VIF�
GLDJQRVWLF���WKH�FXELF�SRZHU�RI�''HY��QDPHO\�

''HY���LV�DGGHG�LQWR�WKH�LPSRUW�HTXDWLRQ��7KH�

result�of�regression�shows�that�the�coef¿cient�
RI� WKH�''HY��YDULDEOH�LV� VPDOO� DQG�QHJDWLYH�

but�statistically�signi¿cant�at�the�5%�level.�

7KH� YLVXDO� GLDJQRVWLF� RI� UHVLGXDO�YHUVXV�

¿tted�plot�also�suggests�that�both�models� (1)�
DQG�����KDYH�D�SUREOHP�RI�KHWHURVNHGDVWLFLW\���

7KH� %UHXVFK�3DJDQ�&RRN�:HLVEHUJ� WHVW� IRU�

KHWHURVNHGDVWLFLW\� UHMHFWV� WKH� K\SRWKHVLV�

RI� KRPRVNHGDVWLFLW\�� ,Q� WKH� FDVH� RI� PDQ\�

FRXQWULHV� GDWD�� WKH� KHWHURVNHGDVWLFLW\� LV�

UHDVRQDEO\�DVVXPHG�WR�EH�D�JURXSZLVH�LQ�WKH�

VHQVH� WKDW� WKH�YDULDQFH�RI� WKH�HUURU� WHUPV� LV�

FRQVWDQW�ZLWKLQ�HDFK�FRXQWU\�EXW�LW�PLJKW�EH�

GLIIHUHQW�EHWZHHQ�FRXQWULHV���

7KH� YLVXDO� GLDJQRVWLF� RI� OHYHUDJH�YHUVXV�

VTXDUHG�UHVLGXDO� SORW� DOVR� SUHVHQWV� WKH�

SUREOHP� RI� RXWOLHUV���� Some� observations�

��� The�openness�of�Vietnam�is�not�included�due�to�multicollinearity
�� The�VIF�value�of�DDev2�is�greater�than�10,�the�cut-off�level�by�rule�of�thumbs
�� See�Appendix�4
�� Indeed,��Levene’s�robust�test�statistic�and�Brown�and�Forsythe’s�alternative�test�statistic�for�the�equality�of�variances�between
��� Indeed,��Levene's�robust�test�statistic�and�Brown�and�Forsythe’s�alternative�test�statistic�for�the�equality�of�variances�between�
the�groups�¿rmly�reject�the�null�hypothesis�of�equal�variance�in�our�data�(while�they�cannot�reject�for�the�case�of�years)

��� See�Appendix�4



5(6($5&+�21�( 2120,&�$1'�,17(*5$7,21

��(;7(51$/�(&2120,&6�5(9,(:1r�������������

that� have� extremely� strong� inÀuence� in� the�
UHJUHVVLRQ� PD\� DIIHFW� WKH� VORSH� DQG� WKH�

intercept�of�the�regression�line�so�signi¿cantly�
WKDW� WKLV� PD\� FDXVH� D� V\VWHPDWLF� SUREOHP�

for� statistical� inference.� Indeed,� in� the�OLS,�
WKH� YHFWRU�RI�SDUDPHWHUV�DUH�HVWLPDWHG��RU� LQ�

RWKHU�ZRUGV�� DUH� EDVHG�RQ�PLQL]LQJ� WKH� VXP�

RI�WKH�VTXDUHG�UHVLGXDOV���VR�LW�PLJKW�EH�YHU\�

VHQVLWLYH� WR� WKH� H[LVWLQJV� RI� RXWOLHUV� EHFDXVH�

RQH�FRXOG�VHH�³WKH�VXP�RI�VTXDUHG�HUURU�WHUPV�

DV�ZHLJKWHG�DYHUDJH�RI�WKH�DEVROXWH�YDOXHV�RI�

WKH� HUURUV�� ZKHUH� WKH� ZHLJKWV� DUH� WKHLU� RZQ�

values”� (Kennedy,� 2008,� p.347).� Hence,� if�
outliers�exist�the�OLS�method�will�inÀate�the�
error�terms�signi¿cantly.

$Q�LGHD�ZKLFK�FRXOG�EH�XVHG�WR�KDQGOH�WKLV�

SUREOHP�LV�WKDW�LQVWHDG�RI�XVLQJ�:H�VKRXOG�VHW�

WKH�ZHLJKW�WR����VR�HVWLPDWHG�SDUDPHWHUV��RU�LQ�

RWKHU�ZRUGV��LQVWHDG�RI�PLQLPL]LQJ�WKH�VXP�RI�

WKH�VTXDUHG�UHVLGXDOV��ZH�VKRXOG�PLQLPL]H�WKH�

VXP�RI�DEVROXWH�YDOXGH�RI�UHVLGXDOV��WR�UHGXFH�

the� inÀuence� of� outliers.� This� work� could�
EH� GRQH� E\� VR�FDOOHG� TXDQWLOH� UHJUHVVLRQ��

,Q� DQRWKHU� PHWKRG�� ZH� SHUIRUP� D� UREXVW�

regression� (rreg� command� in� Stata).� The�
EDVLF�LGHD�RI�WKH�UREXVW�UHJUHVVRLQ�LV�WKDW�HDFK�

REVHUYDWLRQ� VKRXOG� EH�ZHLJKWHG�DQG� D� EHWWHU�

EHKDYLRXU�VKRXOG�EH�ZHLJKWHG�KLJKHU�WKDQ�WKH�

ZRUVW�RQH�� VR�RXWOLHUV�DUH�ZHLJKWHG� OHVV� WKDQ�

RWKHU� REVHUYDWLRQV�� ,Q� IDFW� WKH� REVHUYDWLRQV�

with� Cook’s� distance� greater� than� 1� are�
weighted�zero�in�Stata’s�robust�regression���

���5(*5(66,21�5(68/76
7KH�HPSLULFDO�UHVXOWV�IRU�WKH�H[SRUW�HTXDWLRQ�

DQG� LPSRUW� HTXDWLRQ� DUH� SUHVHQWHG� LQ� 7DEOH�

��DQG�7DEOH���� UHVSHFWLYHO\��,Q�0RGHO��� �;��

0���� +XEHU�:KLWH� VDQGZLFK� HVWLPDWRUV� DUH�

applied�to�adjust�the�standard�error�in�the�OLS�
PHWKRG� WR� HQVXUH� WKH� YDOLG� RI� WKH� W�VWDWLVWLFV�

DQG�RWKHU� VWDWLVWLFV�� ,Q�0RGHO��� �;��0����WKH�

KHWHURVNHGDVWLFLW\�LV�DVVXPHG�WR�EH�ERUQ�GXH�WR�

WKH�FOXVWHU�RI�FRXQWULHV�ZKLFK�KDYH�WKHLU�RZQ�

variance.�So�the�cluster-robust-VCE�estimators�
DUH� DSSOLHG� WR� DGMXVW� WKH� VWDQGDUG� HUURU�� 7KH�

coef¿cients� in�Model� 1� (X1/M1)� and�Model�
��;��0��� DUH� VLPLODU� �DQG� VLPLODU� ZLWK� WKH�

coef¿cients�of�the�OLS).�In�Model�3�(X3/M3),�
WKH�ZHLJKWHG�OHDVW�VTXDUHV�HVWLPDWLRQ�LV�DSSOLHG�

EDVHG� RQ� WKH� FRQGLWLRQDO� YDULDQFH� HVWLPDWHG�

IURP� PRGHOOLQJ� WKH� KHWHURVNHGDVWLFLW\�� ZKLOH�

LQ� 0RGHO� �� �;��0��� ZHLJKWHG� OHDVW� VTXDUHV�

HVWLPDWLRQ� LV� GRQH� EDVHG� RQ� WKH� HVWLPDWHG�

YDULDQFH� RI� HDFK� FRXQWU\�� 0RGHO� �� �;��0���

DQG� 0RGHO� �� �;��0��� DUH� UREXVW� UHJUHVVLRQ�

DQG�TXDQWLOH�UHJUHVVLRQ��UHVSHFWLYHO\��$SSHQGL[�

��DQG�$SSHQGL[���DOVR�SURYLGH���PRUH�PRGHO�

estimations:�MM-estimators�with�an�ef¿ciency�
of� 70%� and� an� ef¿ciency� of� 95%,� non-
SDUDPHWULF� UHJUHVVLRQ� ERRWVWUDSSLQJ� PHWKRG�

(with�2000�bootstrap�replications)�for�the�OLS�
HVWLPDWLRQ�DQG�WKH�TXDQWLOH�UHJUHVVLRQ��DV�ZHOO�

DV� WKH� VHHPLQJO\� XQUHODWHG� UHJUHVVLRQ� PRGHO�

(SURE)���to�ensure�signi¿cant�statistics.
,Q�7DEOH� ��� DOO� PRGHOV� SUHVHQW� VWDWLVWLFDOO\�

signi¿cant� positive� relationships� between� the�
exports�and�the�GDP�of�Vietnam�and�the�GDP�
RI�KHU�WUDGLQJ�SDUWQHUV��,QWHUHVWLQJO\��DOO�PRGHOV�

fail� to� ¿nd� a� signi¿cant� relationship� between�
WKH� UHDO�H[FKDQJH�UDWH� OHYHO�DQG�H[SRUWV��7KDW�

LV�GXH�WR�QRW�RQO\�VPDOO�W�VWDWLVWLFV�EXW�DOVR�WKH�

SRLQW�HVWLPDWLRQ�EHLQJ�YHU\�LQFRQVLVWHQW��:KLOH�

���Stata�weights�observations�by�computing�M-estimator��using�iterative�algorithm.�More�details�can�be�seen�in�Verardi�and�
Croux(2009).�Verardi�and�Croux�(2009)�also�provide�a�more�robust�algorithm�based�on�the�S-estimator�and�MM-estimator�
and�are�incorporated�into�a�user-written�Stata�command:�mmregress.�The�result�based�on�this�algorithm�is�also�reported�as�a�
UHIHUHQFH�LQ�$SSHQGL[���DQG�$SSHQGL[���

���7KLV�PRGHO�LV�DSSOLHG�WR�GHDO�ZLWK�SRWHQWLDO�FRUUHODWLRQ�EHWZHHQ�WKH�H[SRUW�HTXDWLRQ�DQG�WKH�LPSRUW�HTXDWLRQ�
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23(1 �������� ������� ������� ������� ������� �������

������ ������ ������ ������ ������ ������

7&,[ ������� ������� ������� ������ ������� �������

������ ������ ������ ������ ������ ������

7), ������ ������ ������ ������ ������ ������

������ ������ ������ ������ ������ ������

$3(& ����� ������ ����� ����� ����� �����

������ ������ ������ ������ ������ ������

ASEAN ����� ����� ����� ����� ����� �����

������� ������ ������� ������� ������ �������

ADJ ����� ������ ����� ����� ����� �����

������ ������ ������ ������ ������ ������

/2&. ������ ������ ������� ������� ������� ������

������ ������ ������� ������� ������ ������

&RQVWDQW ������� ������ ������ ������ ������� �������

������� ������� ������� ������� ������� �������

1 ��� ��� ��� ��� ��� ���

1RWH��W�VWDWLVWLFV�LQ�SDUHQWKHVHV����S�������S�������S�������S������
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LQ�WKH�UREXVW�UHJUHVVLRQ�WKH�SRLQW�HVWLPDWLRQ�LV�

SRVLWLYH�EXW�FORVH�WR�]HUR��LQ�WKH�UREXVW�VWDQGDUG�

error�method�it�is�a�small�negative�coef¿cient.�
$V�D�UHVXOW�� LW�LV�UHDVRQDEOH�WR�DVVXPH�WKDW�WKH�

HODVWLFLW\�RI�H[SRUW�GHPDQG�ZLWK�UHVSHFW�WR�WKH�

exchange�rate�is�zero:�η
;
 ��

All� models� also� ¿nd� no� evidence� that� the�
YRODWLOLW\�RI�WKH�H[FKDQJH�UDWH�GHSUHVVHV�WUDGH��

While�three�models�fail�to�¿nd�any�statistically�
signi¿cant� relationship� between� the� volatility�
DQG� WKH� H[SRUWV�� WKH� UHPDLQLQJ� WKUHH� PRGHOV�

VXSSRUW�WKH�YLHZ�WKDW�WKH�PRUH�WKH�YRODWLOLW\��WKH�

more�Vietnam�exports�is����,W�LV�SHUKDSV�EHFDXVH�
WKH�LQFRPH�HIIHFW�H[FHHGV�WKH�VXEVWLWXWLRQ�HIIHFW�

as� the� exporting� ¿rms� might� try� to� increase�
export�to�maximize�pro¿t�in�domestic�currency�
WHUPV�ZKHQ�WKH�YRODWLOLW\�LQFUHDVHV�

The� negative� and� statistically� signi¿cant�
coef¿cients� of� the� distance� are� consistent�
with� the� theory� that� Vietnam� does� export�
PRUH� WR� FRXQWULHV� WKDW� DUH� ORFDWHG� FORVHU�

geographically.�Surprisingly,�only�the�quantile�
regression� model� presents� the� coef¿cient� of�
UHPRWHQHVV�ZLWK� WKH� H[SHFWHG� VLJQ�� DOWKRXJK�

it� is� statistically� insigni¿cant.� The� ¿ve�
UHPDLQLQJ�PRGHOV�HVWLPDWH�QHJDWLYH�VLJQV�EXW�

only�one�model�¿nds�it�statistically�signi¿cant.�
,W� LV�� WKXV�� UHDVRQDEOH� WR� UHMHFW� WKH� /LQGHU�

K\SRWKHVLV�� ,Q� RWKHU�ZRUGV�� WKH� UHVXOWV� VKRZ�

that�Vietnamese�exports�are�mainly�based�on�
WKH�+�2�WKHRU\�RI�FRPSDUDWLYH�DGYDQWDJH�

Regarding� the� oil� price,� all� models� show�
minimal�but� signi¿cantly�positive�coef¿cients,�
VXJJHVWLQJ� WKDW� ZKHQ� WKH� RLO� SULFH� LQFUHDVHV�

Vietnamese�exports�will�increase�due�to�the�fact�

WKDW�FUXGH�RLO�LV�RQH�RI�PDMRU�H[SRUWLQJ�JRRGV�

of�Vietnam.�The� openness� of� trading� partners�
DOVR�KDV�D�SRVLWLYH�UHODWLRQVKLS�ZLWK�WKH�H[SRUW�

Àows�of�Vietnam.�One�surprising�result�is�that�
RQO\�WZR�PRGHOV�VKRZ�VWDWLVWLFDO�HYLGHQFH�WKDW�

the�match�of�Vietnam’s�export�and�her�partner’s�
import�structures�increases�exports�of�Vietnam.�
:KHQ� WKH� SUREOHP� RI� RXWOLHUV� LV� WDNHQ� LQWR�

DFFRXQW��LW�VHHPV�WKDW�WKH�WUDGH�FRPSOHPHQWDULW\�

LQGH[� KDV� QR� UROH��%RWK� WKH� UREXVW� UHJUHVVLRQ�

DQG� WKH� TXDQWLOH� UHJUHVVLRQ� VKRZ� WKDW� WKH�

coef¿cient�is�statistically�insigni¿cant.�Regional�
HFRQRPLF� LQWHJUDWLRQ�� LQGLFDWLQJ� E\� MRLQLQJ�

ASEAN�and�APEC,�has�important�roles�in�the�
growth�of�Vietnam�exports.�Nevertheless,�all�of�
the�models�fail�to�¿nd�any�signi¿cant�effect�of�
WKH�ODQGORFNHG�VLWXDWLRQ�

7DEOH���SUHVHQWV�WKH�HVWLPDWHG�UHVXOWV�IURP�

WKH� VL[� PRGHOV� IRU� WKH� LPSRUW� HTXDWLRQ��$OO�

of� the�models� show� statistically� signi¿cant�
SRVLWLYH� UHODWLRQVKLSV� EHWZHHQ� WKH� LPSRUW�

Àows� and� the� incomes� of� Vietnam� as� well�
DV� RI� WKDW� RI� KHU� SDUWQHUV�� 7KH� QHJDWLYH�

relationship� between� the� import� Àows� and�
WKH� JHRJUDSKLF� GLVWDQFH� LQ� WKH� WKHRU\� RI� WKH�

gravity�model�is�also�con¿rmed.�
$OO� RI� WKH�PRGHOV� FRQVLVWHQWO\� VKRZ� VPDOO�

LPSDFW� RI� WKH�H[FKDQJH� UDWH� OHYHO� RQ� LPSRUWV��

7KH� HODVWLFLW\� RI� LPSRUW� GHPDQG�ZLWK� UHVSHFW�

WR�WKH�H[FKDQJH�UDWH�LV�HVWLPDWHG�DW�DERXW������

(η
0
 �������$OWKRXJK�DOO�RI�WKH�PRGHOV�HVWLPDWH�

D�QHJDWLYH� UHODWLRQVKLS� EHWZHHQ�H[FKDQJH� UDWH�

YRODWLOLW\�DQG�WKH�LPSRUWV��RQO\�WZR�RI�WKH�PRGHOV�

¿nd� this� relationship� statistically� signi¿cant,�
one�at�the� signi¿cance�level�of�5%�and�one�at�
the�signi¿cance�level�of�10%���

���This�result�is�statistically�signi¿cant�at�the�level�of�10%,�5%�and�1%�depending�upon�each�model.�Moreover,�as�can�be�seen�
in�the�Appendix�1,�the�statistical�signi¿cance�of�the�positive�relationship�is�also�con¿rmed�by�2000�times�non-parametric�
ERRWVWUDSSLQJ�

���All�MM-regressions�with�ef¿ciency�70%,�MM-regression�with�ef¿ciency�95%�as�well�as�nonparametric�bootstrapping�¿nd�
this�relationship�statistically�insigni¿cant.
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Five� out� of� the� six� models� con¿rm� the�
VWDWLVWLFDO�LPSRUWDQFH�RI�WKH�UHPRWHQHVV�RI�WKH�

trading�partners�regarding�Vietnamese�imports,�
LQGLFDWLQJ� WKDW� WKH� IXUWKHU� JHRJUDSKLFDO�

distance�the�Vietnam�trading�partners�are�from�
WKH�UHVW�RI�WKH�ZRUOG��WKH�PRUH�WKH\�H[SRUW�WR�

Vietnam.�All� of� the� models� also� con¿rm� a�
SRVLWLYH� UHODWLRQVKLS� EHWZHHQ� LPSRUWV� DQG�

WKH� GLIIHUHQFH� LQ� WKH� OHYHO� RI� GHYHORSPHQW��

indicating� that� Vietnam� imports� increase�
WRJHWKHU� ZLWK� WKH� LQFUHDVH� LQ� WKH� OHYHO� RI�

GHYHORSPHQW��ZKLFK�FDQ�EH�H[SODLQHG�E\�WKH�

+�2�WKHRU\�RI�IDFWRU�HQGRZPHQWV��+RZHYHU��

ZKHQ� WKH� GLIIHUHQFH� EHWZHHQ� WKH� OHYHOV� RI�

GHYHORSPHQW�UHDFKHV�D�FHUWDLQ�WKUHVKROG��WKLV�

UHODWLRQVKLS�WXUQV�QHJDWLYH��

2QH�RI�WKH�VXUSULVLQJ�UHVXOWV�LV�WKH�UHODWLRQVKLS�

EHWZHHQ�LPSRUWV�DQG�WKH�RSHQQHVV�RI�WKH�WUDGLQJ�

partners� of� Vietnam.� The� coef¿cient� of� the�
RSHQQHVV�YDULDEOH�LV�QHJDWLYH�LQ�WKUHH�RXW�RI�VL[�

models,�of�which�two�models�¿nd�this�relation�
is�statistically�signi¿cant.�This�result�might�be�
GXH�WR�WKH�RXWOLHUV��HVSHFLDOO\�WKH�H[LVWHQFH�RI�D�

YHU\�RSHQ�HFRQRP\�OLNH�+RQJ�.RQJ�LQ�WKH�GDWD��

:KHQ�ZH�H[FOXGH�+RQJ�.RQJ�IURP� WKH�GDWD��

the�signs�in�this�coef¿cient�are�all�positive�and�
four� of� them� are� statistically� signi¿cant.� The�
UHJUHVVLRQ�PRGHOV�DOVR�VKRZ�WKDW�WKH�PRUH�WKH�

import�structure�of�Vietnam�matches�the�export�
VWUXFWXUH� RI� KHU� WUDGLQJ� SDUWQHUV�� WKH� PRUH�

Vietnam�trades�with�them.�Interestingly,�all�of�
the�models�provide�evidence�that�Vietnam�tends�
WR� LPSRUW� PRUH� IURP� OHVV� FRUUXSW� FRXQWULHV��

$OWKRXJK�DQ�LQWHUSUHWDWLRQ�RI�WKLV�LQGH[�LV�QRW�

VWUDLJKWIRUZDUG�EHFDXVH�WKH�)&,�LQGH[�LV�EXLOW�

EDVHG�RQ� D�SHUFHSWLRQ� VXUYH\�� WKH� LQWXLWLRQ� LV�

YHU\�FOHDU�EHFDXVH�FRUUXSWLRQ�SODFHV�D�EXUGHQ�

on�trade�cost�that�negatively�affect�the�Àows�of�
WUDGH��$V�H[SHFWHG�IURP�WKH� WKHRU\�RI�JUDYLW\�

analysis,� all� of� APEC� membership,� ASEAN�
PHPEHUVKLS�DQG�VKDULQJ�ERUGHU�DUH�LPSRUWDQW�

factors�for�the�import�Àows.

��� &21&/86,216� $1'� 32/,&<�
,03/,&$7,21

,Q�WKLV�VWXG\��WKH�JUDYLW\�PRGHO�LV�XVHG�WR�

DQDO\VH�WKH�LPSDFW�RI�WKH�H[FKDQJH�UDWH�SROLF\�

on�trade�Àows�in�terms�of�both�exchange�rate�
OHYHO�DQG�H[FKDQJH� UDWH�YRODWLOLW\��7KH�VWXG\�

VKRZV� WKDW� ERWK� WKH� H[FKDQJH� UDWH� HODVWLFLW\�

RI� H[SRUW� GHPDQG� DQG� LPSRUW� GHPDQG� DUH�

PLQLPDO��η
;
 ��DQG�η

0
 ������

,Q� WKH� FDVH� RI� H[SRUWV�� WKH� UHODWLRQVKLS�

EHWZHHQ� H[SRUWV� DQG� WKH� H[FKDQJH� UDWH� LV�

statistically� insigni¿cant� while� in� the� case� of�
imports,�the�relationship�is�statistical�signi¿cant�
DQG� QHJDWLYH�� &RQWUDU\� WR� WKH� FRQYHQWLRQDO�

ZLVGRP�� RXU� UHVXOW� VKRZV� WKDW� WKH� 0DUVKDOO�

/HUQHU� FRQGLWLRQ� DQG� JHQHUDOL]HG� YHUVLRQV�

(taking� into� account� the� current� high� de¿cit�
SRVLWLRQ� DQG� WKH� FRUUHODWLRQ� EHWZHHQ� H[SRUWV�

and�imports)�do�not�hold�in�the�case�of�Vietnam.�
$V� D� UHVXOW�� LW� LV� LPSRVVLEOH� WR� LPSURYH� WKH�

WUDGH�EDODQFH�E\�GHYDOXDWLRQ�XQOHVV� WKHUH� LV� D�

signi¿cant�reform�in�the�economic�structure.
,Q� WHUPV� RI� H[FKDQJH� UDWH� YRODWLOLW\�� LW� LV�

IRXQG�WKDW�WKH�YRODWLOLW\�GRHV�QRW�GHSUHVV�WKH�

trade�Àows.�As�a�result,� if�keeping�exchange�
UDWH� VWDEOH� LV� WRR� FRVWO\� IRU� WKH� HFRQRP\��

VXFK� SROLF\� VKRXOG� EH� UHFRQVLGHUHG��$�PRUH�

effective�policy�in�this�case�is�a�more�Àexible�
H[FKDQJH�UDWH�SROLF\�ZLWK�D�ODUJHU�EDQG�IRU�WKH�

WUDQVDFWLRQ�H[FKDQJH�UDWH�DV�WKLV�SROLF\�GRHV�

QRW� QHHG� WR� EH� DFFRPSDQLHG� E\� GHYDOXDWLQJ�

WKH�GRPHVWLF�FXUUHQF\��$� UHFRPPHQGDWLRQ� LV�

WKDW�WKH�H[FKDQJH�UDWH�FDQ�EH�ZLGHQHG�

,Q� WKH� PHDQ� WLPH�� GRPHVWLF� SURGXFWLRQ�

LV� FUXFLDO� IRU� LPSURYLQJ� LQWHUQDWLRQDO� WUDGH��

LQGLFDWLQJ� WKDW� XSJUDGLQJ� SURGXFWLRQ� FDSDFLW\�

LV�DV�DQ�LPSRUWDQW�WDUJHW�ZLWKLQ�WKH�IUDPHZRUN�

RI�H[WHUQDO�HFRQRPLF�SROLF\��)XUWKHUPRUH�� WKH�

/LQGHU� K\SRWKHVLV� LV� UHMHFWHG�� VXJJHVWLQJ� WKDW�

Vietnam�should�pay�more�attention�to�restructure�
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WKH�SDWWHUQ�RI�H[SRUWV��ZKLFK�FRQVLVWV�PDLQO\�RI�

UHVRXUFH�DQG�XQVNLOOHG�ODERXU�LQWHQVLYH�JRRGV��

$OVR��WKH�UHVXOW�RI�QR�FRUUHODWLRQ�EHWZHHQ�H[SRUW�

YROXPH�DQG�WKH�PDWFKLQJ�LQGH[��7&,��VXJJHVWV�

WKDW�LQ�WKH�ORQJ�UXQ��WKHUH�VKRXOG�EH�EHWWHU�PDWFK�

of� foreign� demand� and�Vietnamese� supply� in�
LQWHUQDWLRQDO� PDUNHWV� ZLWK� KLJK� FRPSHWLWLRQ��

Vietnam�should� build� a�more� careful� strategy�
IRU�H[SRUWV�DQG�LPSRUWV�LQVWHDG�RI�HQFRXUDJLQJ�

LQWHUQDWLRQDO� WUDGH� E\� DOO� PHDQV� DV� KDV� EHHQ�

GRQH�VR�IDU��

,Q�FRQFOXVLRQ��LQ�VSLWH�RI�VRPH�OLPLWDWLRQV��

WKLV� VWXG\� VKRZV� WKDW� YDULRXV� IDFWRUV� DIIHFW�

international� trade� of� Vietnam.� It� is� not�
H[FKDQJH� UDWH�WKDW� LV� LPSRUWDQW�EXW�GRPHVWLF�

SURGXFWLRQ� DQG� EHWWHU� SROLF\� WR� PDWFK�

Vienamese�exports�and�the�world�demand.�
��� /,0,7$7,216� $1'� )857+(5�

5(6($5&+�
,Q� WKLV�VWXG\�� WKH� VLQJOH�FRXQWU\�DSSURDFK�

ZDV� DSSOLHG� IRU� HVWLPDWLQJ� WKH� JUDYLW\�

equations�for�exports�and�imports�of�Vietnam.�
$OWKRXJK�D� ORW� RI� HFRQRPHWULF� SUREOHPV� DUH�

taken�into�account�or�proved�to�not�signi¿cant�
DIIHFW� WKH� HVWLPDWHG� UHVXOW�� VRPH� SRWHQWLDO�

LVVXHV�DUH�VWLOO�DPELJXRXV�

)LUVWO\�� WKH� VWXG\� GRHV� QRW� GHDO� ZLWK� WKH�

VHULDO�FRUUHODWLRQ�SUREOHP�E\�DVVXPLQJ�WKDW�WKH�

OLS�result�explains� the� long-run� relationship.�
7KLV�DUJXPHQW�LV�UHDVRQDEOH�VRPHKRZ��EXW�LW�LV�

EHWWHU�WR�ZRUN�RQ�WKH�VHULDO�FRUUHODWLRQ�SUREOHP�

WR�XQGHUVWDQG�WKH�WUDGH�SDWWHUQ�LQ�WKH�VKRUW�UXQ��

DQG� PRUH� LPSRUWDQW�� WR� WHVW� WKLV� DVVXPSWLRQ��

In�this�case,�one�should�consider�a�¿xed�effect�
PRGHO�DV�D�PRUH�DSSURSUHDWH�DOWHUQDWLYH�

Secondly,� the� study� skips� the� problem�of�
zero�trade�Àows�by�selecting�75�main�trading�
SDUWQHUV� EDVHG� RQ� WKHLU� DYDLODODELOLW\� RI�

bilateral� trade� Àows� with� Vietnam� in� every�
\HDU�EHWZHHQ������DQG�������,W�LV�QRW�FOHDU�LI�D�

zero�trade�Àow�is�simply�missing,�unrecorded�

RU� LQ� IDFW� LW� GRHV� QRW� KDSSHQ�� 2EYLRXVO\��

existence� of� zero-trade� Àow� implies� certain�
LQIRUPDWLRQ� DQG� ZKHQ� WKLV� LV� QRW� WDNHQ� LQWR�

DFFRXQW�LQ�WKH�UHJUHVVLRQ�PRGHO��WKH�HPSULFDO�

UHVXOWV�DUH�SRWHQWLDOO\�ELDVHG��+RZHYHU��ZKHQ�

a� zero-trade� Àow� is� taken� into� account,� the�
ORJ�ORJ�IXQFWLRQDO�IRUP�LV�LPSRVVLEOH�WR�DSSO\�

because� the� logarithm� of� 0� is� unde¿ned.� A�
VROXWLRQ�LV�WKDW�LQVWHDG�RI�XVLQJ�]HUR�YDOXH��RQH�

FRXOG�XVH�D�YHU\�VPDOO�SRVLWLYH�]HUR��VXFK�DV�

0.000001,�but�in�this�case�the�OLS�regression�
VKRXOG�EH�UHSODFHG�E\�D�7RELW�UHJUHVVLRQ�

7KLUGO\�� WKH� KLJK� FRUUHODWLRQ� EHWZHHQ�

H[SRUW�HTXDWLRQV�DQG�LPSRUW�HTXDWLRQV�VKRXOG�

EH�ZRUNHG�RQ�PRUH� VHULRXVO\��$OWKRXJK� LW� LV�

VKRZQ�LQ�$SSHQGL[���DQG�$SSHQGL[���WKDW�WKH�

estimations�from�SURE�(Seemingly�Unrelated�
Regression� Estimators)� are� consistent� with�
DOO�RWKHU�PRGHOV�� LW� LV� LPSRUWDQW� WR�QRWH� WKDW�

SURE� is�more� ef¿cient� if�T� (the� number� of�
\HDUV�LQ�WKH�GDWD��LV�ODUJH��+RZHYHU��WKLV�LV�QRW�

WKH�FDVH�LQ�RXU�GDWD�ZKHUH�7 ��

)RXUWKO\�� DOWKRXJK� PDQ\� SDSHUV� HVWLPDWH�

WKH�JUDYLW\�HTXDWLRQ�LQ�UHDO�WHUPV�LQ�RUGHU�WR�

WHVW� WKH�0DUVKDOO�/HUQHU�FRQGLWLRQ�� WKHUH� DUH�

QR� FOHDU� H[SODQDWLRQV� DV� WR� ZK\� UHDO� WHUPV�

DUH�PRUH�DSSURSULDWH�WKDQ� �QRPLQDO�WHUPV�� ,W�

ZRXOG�EH�PRUH�DSSURSULDWH� LI� WKH� HVWLPDWLRQ�

LV�DOVR�LPSOHPHQWHG�LQ�QRPLQDO�WHUPV�LQ�RUGHU�

WR�FRPSDUH�WKH�UHVXOW�LQ�D�VHQVLWLYLW\�DQDO\VLV�

)LQDOO\��DOWKRXJK�WUDGH�SRWHQWLDO�HVWLPDWLRQ�

SURYLGHV�XVHIXO�LQIRUPDWLRQ�IRU�GLVFXVVLRQ��LW�

LV� EDVLFDOO\� EDVHG� RQ� SRLQW� HVWLPDWLRQ� IURP�

WKH�JUDYLW\�HTXDWLRQ��(JJHU��������FULWLFL]LHG�

VXFK�HVWLPDWLRQ�LQWHQVLYHO\�EHFDXVH�LW�GHSHQGV�

upon�mispeci¿cation� problem.� If� the� gravity�
equation� have� problem� of� mispeci¿cation,�
residuals� do� not� reÀect� trade� potential�
FRUUHFWO\�� $OWKRXJK� WKHUH� LV� QR� HYLGHQFH� RI�

mispeci¿cation�in�our�gravity�equations,�it� is�
LPSRUWDQW�WR�ZRUN�PRUH�RQ�WKLV�SUREOHP�
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$33(1',;����([FKDQJh�5Dwh�9roDwlolw\�DQG�7uDGh��$�/lwhuDwXuh�6Xuyh\

Study 3HULRG
(VWLPDWLRQ�

WHFKQLTXH�
0DLQ�UHVXOWV

$NKWDU�DQG�+LOWRQ������� ���������4 OLS 1HJDWLYH�HIIHFW

*RWXU������� ���������4 OLS /LWWOH�WR�QR�HIIHFW

%DLOH\�HW�DO�������� ���������4 OLS Not�signi¿cant,�mixed�effects
%DLOH\�HW�DO�������� ���������4 OLS /LWWOH�WR�QR�HIIHFW

%UDGD�DQG�0HQGH]������� ���������$ &URVV�VHFWLRQ 3RVLWLYH�HIIHFW

Pere�and�Steinherr�(1989) ���������$ OLS 1HJDWLYH�HIIHFW

/DVWUDSHV�DQG�.RUD\������� ���������4 VAR :HDN�UHODWLRQVKLS

0HGKRUD�������� ���������$ OLS Not�signi¿cant�and�positive
Bini-Smaghi�(1991) ���������4 OLS Signi¿cant�and�negative
)HHQVWUD�DQG�.HQGDOO������� ���������4 GARCH 1HJDWLYH�HIIHFW

Savvides�(1992) ���������$ &URVV�VHFWLRQ 1HJDWLYH�HIIHFW

&KRZGKXU\������� ���������4 VAR Signi¿cant�negative�effect
&DSRUDOH�DQG�'RURGLDQ������� ���������0 Joint�estimation Signi¿cant�negative�effect
0F.HQ]LH�DQG�%URRNV������� ���������< OLS 3RVLWLYH�HIIHFW

0F.HQ]LH������� ���������4 ARCH *HQHUDOO\�SRVLWLYH�HIIHFW

+RRN�DQG�%RRQ�������� ���������4 VAR 1HJDWLYH�HIIHFW�RQ�H[SRUWV

$ULVWRWHORXV������� ���������$ *UDYLW\�PRGHO 1R�HIIHFW�RQ�H[SRUWV

$EERW�HW�DO�������� ���������4 ARDL 1R�HIIHFW�RQ�H[SRUWV

Vergil�(2002) ���������4 Standard�deviation 1HJDWLYH�HIIHFW�RQ�H[SRUWV

'DV������� ���������4 &RLQWHJUDWLRQ�(&0 Signi¿cant� negative� effect� on�
H[SRUWV

$UL]H������� ���������4 &RLQWHJUDWLRQ�(&0 1HJDWLYH� HIIHFW� RQ� H[SRUWV� LQ�

VKRUW�UXQ�DQG�ORQJ�UXQ

'RQ�%UHGLQ�HW�DO�������� ���������4 &RLQWHJUDWLRQ�(&0 1R� LQ� VKRUW�UXQ�� QHJDWLYH� LQ�

ORQJ�UXQ

%DDN������� ���������$ OLS Signi¿cant� negative� effect� on�
H[SRUWV

.DVPDQ�DQG�.DVPDQ������� ���������4 &RLQWHJUDWLRQ�(&0 Signi¿cant� positive� effect� on�
H[SRUWV

$UL]H�HW�DO�������� ���������4 &RLQWHJUDWLRQ�(&0 Signi¿cant� negative� effect� on�
H[SRUWV

&KLW������� ���������4 3DQHO�FRLQWHJUDWLRQ Signi¿cant� negative� effect� on�
H[SRUWV

+RQGUR\LDQQLV�HW�DO�������� ���������4 3DQHO�HVWLPDWLRQ Signi¿cant� negative� effect� on�
WUDGH

Rahman�(2009a) ���������0 GARCH-M�VAR Signi¿cant� negative� effect� on�
H[SRUWV

Hudson�and�Straathoof�(2010) ���������$ *UDYLW\�PRGHO Signi¿cant� negative� before�
������QR�HIIHFW�DIWHU�����

&KLW�HW�DO�������� ���������4 *UDYLW\�PRGHO 1HJDWLYH�LPSDFW�RQ�H[SRUWV
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Chit�and�Judge�(2011) ���������4 *UDYLW\�PRGHO 1HJDWLYH�� QRQ�OLQHDU� HIIHFW� RQ�

H[SRUWV

+VX�DQG�&KLDQJ������� ���������4 7 K U H V K R O G�

UHJUHVVLRQ�PRGHO

1HJDWLYH� RQ� H[SRUWV� ZLWK� KLJK�

LQFRPH� SDUWQHU�� SRVLWLYH� ZLWK�

ORZ�LQFRPH�SDUWQHU

Verheyen�(2012) ���������0 ARDL Small� negative� effect� on�
H[SRUWV

1RWH��$� �$QQXDO��4 4XDUWHUO\��0 0RQWKO\

6RXUFH��2]WXUN��������DQG�RXU�VXSSOHPHQWDWLRQ

APPENDIX�4.�Misspeci¿cation�Tests

� /Q; /Q0
/Q0�ZLWK�
''HY�

� /Q; /Q0
/Q0�ZLWK�
''HY�

/LQNWHVW � 5DPVH\�5(6(7�WHVW �

BKDWVT ������� �������� �������� )�VWDWLVWLF ���� ���� ����

3�YDOXH ����� ����� ����� 3�YDOXH ������ ������ ������
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