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Figure 1. The Share of Foreign Trade over GDP of Vietnam,
1990-2000
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Figure 2. Real exports, real imports and real exchange rates of
Vietnam (1995=100).
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The Theoretical Consideration

- The demand function faced by exporter i:

P=f(Q)
- The basic condition:
E(R -0l )=c

In which:

f'=0: EPIZC

f<0 E(P+Qf)=c

Empirical Model: Fixed Effect Model (Time-Sector-Country Dimensions)
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Imports Equation

18 18
My, =c+> (G *d )+ 3 (ER *d ) +a,EY +a,PDVN+a,PDTR+aPPVN +aPPTR +u,,
i=2 i1

it

M, :c+i(q *d,)+&,ER, +bER, *CON +a,EV, +a,PDVN, +a,PDTR +a,PPVN, +a,PPTR, +U,
=




Description Variables

i, j and t denote sector, trading partner and annual time (1991:2000), respectively

: Exports from Vietnam to trading partner countries.

: Importsinto Vietnam from trading partner countries.

ER, : Sector specific real exchange rates.

EV, : Real effective exchange rates volatility.
PDVN,, : Total production of Vietnam.
PDTP;, : Total production of trading partner countries.
PPVN, : Producer prices of Vietnam.

PPTPm : Producer prices of trading partner countries.

d. : Dummy variable that take the value 1 for sector i and O for otherwise.

Exports equation

Imports equation

Processed rice and other cereal grain
products

Coal

Crude oil

Food products

Beverage and tobacco products
Textiles

Wearing apparel

Leather products, including footwear
Wood and wood products

Paper products, publishing

Chemical, rubber, plastic products
Non-metal mineral products

Basic metal

Metal products

Electronic equipments

Machinery and equipment necessaries
Other manufactures necessaries
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Paper products, publishing
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Chemical, rubber, plastic products
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Metal products

Motor vehicles and parts

Other transport equipment necessaries
Electronic equipments

Meachinery and equipment necessaries
Other manufactures necessaries

Table 1" ExportsEquation 1a

Data sources Industry Coefficient t-statistic
B Vietnam General Statistic Office:
+ Foreign Trade Statistics of Vietnam 1991-2000. o i o i
+ Price and Price Indexes 1991-2000. Processed rice and other cereal grain products 248 402+
. . Food products -2.57 -2.14**
+ Vietnam Enterprises Survey, 2000. Beverage and tobacco products -456 -115
H . Textiles -4.57 -5 12x**
+ Vietnam I-O table: 1989,1995,2000. e s e
Leather products, including footwear 371 277+
- Wood and wood products 373 386+
3} International Monetary Fund: Paper products, publishing 4.49 242+
: : L Chemical, rubber, plastic products -1.45 -1.65%
+Di rectnor} of Tra_de CI:_) ROM o Non-metal mineral products -293 239"
+ International Financial Statistics. Basic metal 368 237
Metal products -8.22 -5.3gr**
Electronic equipments -1391 7417
. Machinery and equipment necessaries 676 433w+
L OECD: ) ) ) Other manufactures necessaries -6.84 -5.84%**
+ Main Economic Indicators. Real exchange rates volatility -6.98 2.4+
P Total production of Vietnam 0.60 4.81%**
+ Quarterly Energy Statistics. Total production of trading partners 014 258+
Producer price of Vietnam 0.92 3.45+**
) ) Producer price of trading partners 012 i2hes
I ADB: Key Economic Indicator. Intercept -1316 369
Nob: 1670
. - RA2:0.45
3} Japanese Foreign Trade White Papers.
[ 8] GTAP database v.5.4 trade time series data 1991 — 1998. Note: *: significant at 5 percent
**: significant a 1 percent.
***: ggnificant at 0.1 percent.
Source: Author's estimations.
Table 2: Imports Equation 1b
Table3: Exports Equation 2a
Industry Coefficient t-statistic
- Industry Coefficient tsatistic
Processed rice and other cereal grain products -2.98 -2.35%%
Food products -0.84 -058
Beverage and tobacco products -7.42 -2.71%
Textiles 415 4.6+ Industry specific real exchange rates -2.09 -3.44x**
‘Wearing apparel -341 -1.66** Concentration 6.49 467
Leather products, including footwear 531 301+ Real exchange rates volaility 092 -031
Wood and wood products 11315 5,30kxx Total production of Vietnam 0.73 9.51%**
Paper products, publishing 101 101 Total production of trading partners -012 227+
Petroleum products -5.22 -2.61%* Producer pr!oe of vie_nam 1.95 8.41%**
Chemical, rubber, plastic products 422 4,97+ Producer price of trading partners 012 201+
Non-metal mineral products -2.95 227 Intercept -9.77 -3.09"*
Basic metal -4.40 -3.81%%*
Metal products -2.95 -2.76**
Motor vehicles and parts -247 -2.12%
Other transport equipment necessaries 057 051 -
Electronic equipments 514 388+ :fg 363?
Machinery and equipment necessaries -1.88 -1.74% "
Other manufactures necessaries -1.76 -3.82¢%*
Real exchange rates volatility 123 345+
Total production of Vietnam -0.09 -091
Total production of trading partners 017 1.81%*
Producer price of Vietnam 135 5.12%** e ifi
Producer price of trading partners 056 202 e A A
s ot S 3 *++: significant at 0.1 percent.
Nob: 1930 Source: Author’s estimations.
R"2:0.30

Note: *: significant at 5 percent
**: significant a 1 percent.
***: ggnificant at 0.1 percent.




Table4: Imports Equation 2b

Table5: Exports Equation 3

ey Codfficient tedistic Industry Codfficient tsttistic
Industry qngdfic real exchange rates -2.87 -4.95+** Industry specific real exchange rates 171 3.04r%*
(onmanramn T '2'261 '9,'7‘(3‘1' Intermediate imported input -9.89 -8.13**
Sl exchenoeraes ol 20 = Real exchange rates volatility 407 14
Total production of Vietnam -0.07 -0.94 Total production of Vietnam 037 4.954+%
Total production of trading partners 018 1.95%* Total production of trading partners. -0.42 2154
Producer price of Vietnam 141 5.86*** Producer price of Vietnam 1.70 7.38%%*
Producer price of trading partners 0.68 247 Producer price of trading partners 012 2.01%*
Intercept 845 194%* Intercept 132 368+
Nob: 1930 .
R2:0.28 gf; 35‘70
Note: *: significant at 5 percent
**: significant at 1 percent. Note: *: significant a 5 percent
***: significant at 0.1 percent. **: significant at 1 percent.
Source: Author's estimations. **+: ggnificant at 0.1 percent.
Source: Author's estimations.
Table 6: Exports Equation 4 Concludlng Remarks
Industry Codffcient vetistic In general, imported input contents has played a significant
influencing export prices.
Industry specific real exchange rates 1.09 1.42%
Intermediate imported input -9.19 -B.7%** L. . . .
Concentration 17 11 Thus, an appreciation of Vietnamese dong in 1990s induced by e;
Real exchangerates volatility 374 -1.28* A . B i
e T o2 PR rate policy does not mean Vietnam has loss export price competiti
Total production of trading partners 012 218+
Producer priceof Vietnam 171 7.424%% . . .
Producer price of trading partners 0.12 204r* However, in the future as domestic value-added increases, the
Intercept -12.01 -3.82%**

Nob: 1670
RA2:04

Note: *: significant at 5 percent
**: significant at 1 percent.
***: dgnificant at 0.1 percent.
Source: Author's estimations.

resource in maintaining export competitiveness provided by haling a
high import content will diminish, which call for further eff@rts to
monitor exchange rate changes, beside of raising productivityjacross
industries.

The finding of this paper have important implication for further
such as trade goods price effect of Vietnamese dong fluctuations,
effect of traded good price and the behavior of reducing profit mal
exportable goods’ producer to evaluate completely the relatio
Vietnam's export and movement in the currency value.

Thank you very much




