
1813 

 

International Journal of Innovative Research and Scientific Studies, 8(4) 2025, pages: 1813-1822  

 

 

ISSN: 2617-6548 

 
 

URL: www.ijirss.com 

 
 

 

 

Impact of economic growth, public investment, and private investment on firm performance in 

some economic sectors in Vietnam: An SGMM approach 

Ngo Ngan Ha1*, Duong Hoang Anh2, Le Nhu Quynh3, Trinh Trong Quyen4 

 

1.2.3Thuongmai University, Hanoi, Vietnam. 
4Golden Asia Media, Hanoi, Vietnam 

 

Corresponding author: Ngo Ngan Ha (Email: ha.nn@tmu.edu.vn)  

 

  

Abstract 

This paper aims to propose policy implications to improve firm performance across various economic sectors in Vietnam 

by assessing the impact of economic growth, public investment, and private investment on firm performance in several 

sectors. To achieve this, the study employs the System Generalized Method of Moments (SGMM) with panel data from the 

General Statistics Office of Vietnam, covering 14 sectors from 2011 to 2022. Data analysis was conducted using Stata 

software, version 17. Empirical findings indicate that economic growth and public investment negatively affect firm 

performance in some sectors, whereas private investment has a positive impact in certain sectors. These findings have 

practical significance for Vietnamese state management agencies aiming to enhance firm performance. Specifically, 

Vietnam should focus on maintaining stable and sustainable economic growth across sectors. Additionally, improving the 

efficiency of public investment by addressing delays in project progress and capital pooling, as well as tackling 

inefficiencies in state-owned enterprises, is essential. Furthermore, the government should promote and facilitate private 

investment to support sector development. 
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1. Introduction 

Firm performance is often described as the achievement of outputs through business activities and reflects the 

business's success [1, 2]. Firm performance represents the relationship between the results achieved and the input resources 

used in the course of the enterprise's business activities. Although firms collectively contribute to the socio-economic 
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development of the national economy, most firms today face difficulties in maintaining high operational efficiency due to 

an unstable and changing business environment [3]. Firms demonstrating agility and adaptability to dynamic market 

conditions are more likely to achieve superior performance [4].  

Firm performance is affected by several factors. However, these factors may differ across economies and nations, 

particularly between developed and developing economies [5]. In a developing country like Vietnam, to enhance firm 

performance, firms are often supported by the government [6]. In the Vietnamese context, it is essential for the government 

to focus on maintaining sustainable economic growth and improving the efficiency of both public and private investments 

[6, 7]. 

In Vietnam, in recent years, macroeconomic fluctuations along with shifts in investment and industry development 

policies have had significant impacts on firm performance, especially in key sectors such as manufacturing and processing, 

construction, wholesale and retail trade, transportation and warehousing, and information and communications. Public 

investment plays a crucial role in fostering business development by providing essential infrastructure. 

Large-scale projects such as the North–South Expressway, Long Thanh International Airport, Ho Chi Minh City Ring Road 

3, and Hanoi Ring Road 4 are key examples of this effort. 

These infrastructure developments not only improve regional connectivity but also significantly reduce operational costs 

for businesses. Meanwhile, private investment serves as a direct driving force for innovation, creativity, and improved 

competitiveness. Private investment has significantly increased in key sectors such as manufacturing and processing, which 

account for a large share of GDP and exports. These investments not only enhance production capacity but also promote 

technology transfer and improve the performance of domestic enterprises. In strategic sectors such as information 

technology and renewable energy—key areas in digital transformation and sustainable development—private investment 

continues to grow rapidly, fostering a wave of startups, innovation, and productivity gains. However, the reality in recent 

years has shown that the "hot" growth situation leads to an imbalance between supply and demand; the delay in progress 

and capital pooling of public investment projects and the inefficiency of state-owned enterprises also create challenges to 

firm performance in some economic sectors in Vietnam. 

Currently, there are a number of empirical studies assessing the impact of economic growth, public investment, and 

private investment on firm performance in economic sectors in Vietnam, but mainly research on the independent impact of 

each of the above factors on enterprise performance. At the same time, the public investment factor in some studies mainly 

approaches from the perspective of infrastructure investment but lacks studies that consider public investment as the overall 

public investment of the state. Therefore, this paper aims to answer the question: What is the combined impact of economic 

growth, public investment, and private investment on enterprise performance? The findings will assist state management 

agencies in Vietnam in understanding the relationship between economic growth, public investment, private investment, 

and firm performance in different economic sectors in Vietnam. This understanding will enable these agencies to design the 

most appropriate policies to enhance firm performance in these sectors. The remainder of this paper is structured as 

follows: Section 2 provides an overview of existing literature on the relationship between economic growth, public 

investment, private investment, and firm performance across several economic sectors. Section 3 describes the research 

methodology, model, and data used in the study. Section 4 discusses the empirical estimation results. The final section 

presents the conclusion and policy implications. 

 

2. Literature Review 
2.1. The Relationship Between Economic Growth and Firm Performance 

Economic growth is a fundamental component of economic development. A nation is generally considered 

economically robust when it maintains a high and stable growth rate, as measured by key macroeconomic indicators [8, 9]. 

In practice, there are various approaches to the concept of economic growth. However, in general, economic growth is 

understood as an increase in output or income over a specific period. This increase is reflected in both the scale and the rate 

of growth. Commonly used metrics to gauge economic growth include Gross Domestic Product (GDP), Gross National 

Product (GNP), and Gross National Income (GNI), which collectively capture the overall performance of an economy. 

Economic efficiency, in theoretical terms, denotes the optimal allocation and utilization of resources to maximize 

output without incurring unnecessary costs or resource waste. An economic system is considered more efficient if it can 

provide more goods and services to society without using additional resources. As noted by Afonso et al. [10], "Operational 

efficiency is a measure of the profitability generated from operations and is a function of operating costs. The higher the 

operational efficiency, the more profitable the business or investment activities. Research on firm performance originates 

from organizational theory and strategic management [11]. To evaluate a firm's performance, both financial and 

organizational dimensions need to be measured [1]. Financial performance is typically assessed by maximizing profit, 

return on investment, and shareholder value. Meanwhile, organizational efficiency focuses on the ability to effectively 

utilize available resources to achieve set goals and evaluates the relevance of these resources to stakeholders. Among the 

diverse performance indicators, ROA, ROE, and Tobin’s Q are frequently employed in empirical studies to capture firm 

profitability and market valuation. 

Economic growth impacts firm performance in various ways. When the economy grows, people's incomes rise, leading 

to increased consumption of products from businesses. Additionally, strong macroeconomic growth and industry-specific 

growth make both direct and indirect capital mobilization channels more effective, allowing firms to access funds for 

reinvestment and expansion, which boosts revenue and profit. However, in the current trend of globalization, strong 

domestic economic growth and the growth of industries may attract more businesses to the market, increasing market 

competition. Meanwhile, during periods of poor growth, business opportunities are often limited due to reduced spending 
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and shrinking investment capital caused by lower accumulation from individuals, households, and economic organizations. 

This leads to a rapid decline in business revenue and profit, and the financial situation of firms often becomes more 

challenging. Nonetheless, recessions may also present certain advantages such as lower input costs, reduced competition, 

and increased government support factors that can, under specific circumstances, improve firm performance. Hence, the 

relationship between economic growth and firm performance is context-dependent and warrants a nuanced, sector-specific 

analysis. 

Some empirical studies have shown the positive impact of sectoral economic growth on firm performance. Hackbarth 

et al. [12] have assessed that since operating cash flow depends on the state of the economy, firms should adjust their 

policy decisions according to the phase of the business cycle. Additionally, investment decisions are positively influenced 

by economic growth [13]. The increase in economic activity, as indicated by GDP, leads to improved firm performance in 

Japan, according to Zeitun and Goaied [14]. Killins [15] explored the relationship between GDP growth rate and the firm 

performance of Canadian life insurance companies, demonstrating that the relationship is significant and positive. Al-Najjar 

[16] noted a significant positive relationship between GDP growth and the financial performance of tourism companies in 

Middle Eastern countries. Mitra et al. [5], examining the impact of economic growth on firm performance in India from 

2004 to 2022 using the SGMM method, also found a positive relationship. Issah and Antwi [17] demonstrated that the 

impact of GDP growth rate on firm performance varies across industries, recording this as a positive influence. 

Meanwhile, a study by Tan and Floros [18] using the GMM method showed that economic growth had a negative 

impact on the performance of 101 banks in China in the period 2003-2009. Ghareli and Mohammadi [19] also showed 

similar results when studying 35 enterprises in Pakistan. Rao [20], when studying the impact of macroeconomic factors on 

the performance of firms in the energy and oil sector in Kenya during the period 2004–2015, it was observed that economic 

growth had a negative impact on the performance of these firms. Sarjono et al. [21] show that economic growth has a 

negative impact on the performance of 44 Indonesian firms in the period 2014-2019.  

Some studies have not found a relationship between economic growth and firm performance. Syafitri et al. [22] show 

that economic growth has no impact on the performance of firms in Indonesia in the period 2018 – 2022. Nguyen [6] the 

impact of economic growth on the performance of 50 enterprises in Vietnam during the period 2008-2020 was not found. 

This indicates that economic growth does not always produce tangible effects for firms. However, economic growth should 

lead to qualitative changes and assist firms in improving efficiency in a meaningful way, thereby contributing to their 

development. 

 

2.2. The Relationship Between Public Investment and Firm Performance 

In existing theoretical and empirical literature, the definition of public investment remains contested. Although 

approached from many different angles, the concepts of public investment all have the following commonalities: Public 

investment is an investment activity presided over by the state to implement socio-economic development programs and 

projects based on the use of capital sources managed by the state. Public investment is one of the macroeconomic factors 

that not only directly impacts promoting growth but also indirectly affects the operational efficiency of firms through the 

provision of good infrastructure, helping businesses save a considerable amount of expenses, especially small and medium-

sized enterprises. However, in public investment activities, many representatives of owners participate in management, 

resulting in management rights being scattered, not centralized, and unclear. Moreover, there is no unified system, and no 

person is ultimately responsible for the efficiency of public investment. Additionally, there is a lack of inspection and 

supervision systems for the owner's representatives. However, public investment is susceptible to governance risks, 

including potential misuse of authority for private gain. 

A number of empirical studies have shown the positive impact of public investment on firm performance. Ifeanyi [23] 

argues that public investment in road infrastructure has a positive long-term impact on the performance of manufacturing 

enterprises in Nigeria. Wan and Zhang [24], when studying the impact of public investment in infrastructure on firms in 

China during the period 2002-2007, showed that there is a positive relationship between these factors. Phi et al. [25] 

applied econometric models; the results of the study showed a positive relationship between road infrastructure and firm 

performance in the Mekong Delta. The degree of impact varied between economic sectors. Ibekwe et al. [26] point out that 

capital expenditure on roads, capital expenditure on agriculture, capital expenditure on education, and recurrent expenditure 

have a positive and significant impact on SMEs in Nigeria, while government borrowing has a negative and negligible 

impact on SMEs in Nigeria. Therefore, the study concludes that government spending has a positive impact on small and 

medium-sized enterprises in Nigeria and has helped improve economic growth and development in Nigeria. Chatterjee et 

al. [27] studied the impact of public investment on the performance of enterprises in India, it was shown that public 

investment has a positive impact on large enterprises. Meanwhile, small firms do not receive such benefits. Nguyen [7] 

research in Vietnam indicates that public investment in general, infrastructure investment, and education investment in 

particular have a positive impact on business efficiency, as measured by the ROA index. 

In contrast, Sarjono et al. [21] show that public investment in infrastructure has a negative impact on the firm 

performance of 44 Indonesian enterprises during the period 2014-2019. Çöllü and Kaya [28], when studying the 

relationship between fixed public investment capital and the performance of state-owned enterprises in Turkey during the 

period 2011-2018, it has been observed that there is an inverse relationship between fixed public investment capital and the 

return on assets (ROA) of state-owned enterprises. Meanwhile, Kasper [29] stated that infrastructure development does not 

affect firm performance because firm performance is influenced by various variables such as enterprise characteristics, state 

characteristics, and industry characteristics. 
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2.3. The Relationship between Private Investment and the Firm Performance  

Private investment, comprising domestic private enterprises, individual investors, and foreign direct investment (FDI), 

represents a key driver of economic dynamism. In particular, private investment includes investments by private 

enterprises, domestic individuals, and FDI enterprises. Such investments typically encompass capital expenditures on 

equipment, facilities, construction, and inventories, primarily aimed at profit generation [30]. 

A number of empirical studies have shown the positive impact of private investment and firm performance. In Turkey, 

Gürbüz and Aybars [31] examined the impact of FDI on corporate profits. Research indicates that FDI enhances operating 

profits, including financial income and return on assets (ROA). Salehi et al. [32] showed this positive impact when 

studying 177 businesses in Tehran between 2014 and 2021. Dang et al. [33] studied the impact of private investment on 

firm performance in the food and agriculture sector in Vietnam, and it was shown that private investment has a positive 

impact on the long-term performance of the analyzed enterprises. 

In contrast, some studies have found a negative relationship between investment and firm performance, such as the 

works of Wei et al. [34], Cooper et al. [35] and Yao et al. [36]. At the same time, excessive investment has a negative 

impact on firm performance, which is the conclusion of a study by Nghia [37] when studying 548 non-financial enterprises 

listed on the Hanoi Stock Exchange (HNX) and Ho Chi Minh City (HOSE) in the period 2011 – 2019.  

However, some authors such as Kapelko et al. [38] and Grozdić [39] argue that capital investment generates significant 

productivity losses in the first year but improves later, leading to positive effects in the long term. Hafiluddin and Patunru 

[40] did not find the impact of foreign direct investment on firm performance after the Indonesian FDI Law came into 

effect. 

In summary, existing studies on the impact of economic growth, public investment, and private investment on firm 

performance show varying conclusions regarding the influence of these factors. Therefore, this issue requires ongoing 

research, analysis, and careful evaluation. 

 

3. Research Methods, Models and Data 
Pooled OLS, fixed-effects model (FEM), and random-effects model (REM) are the primary regression methods used to 

evaluate the correlation between variables when conducting research on panel data [41]. In fact, the assumption of Pooled 

OLS is incorrect because of heterogeneous phenomena, especially in cases where unobservable differences develop over 

time and lead to inaccurate and inconsistent estimates [42]. Although FEM incorporates a set of pseudo variables to address 

fixed heterogeneity over time, it cannot manage unobservable heterogeneity that changes over time [41]. In addition, REM 

is only effective in reducing missed bias because it makes heterogeneity unobservable, independent of independent 

variables, which may not always be the case [43]. To address the issues of autocorrelation and variance of the error term in 

regression analysis of tabular data, many studies employ feasible generalized least squares regression (FGLS). This 

approach enables obtaining more accurate estimation results and conducting reliable tests of regression coefficients. 

In fact, the factors in the economy are often complex and interdependent. Therefore, economic models often include 

endogenous phenomena. An endogenous phenomenon describes a situation where one or more explanatory variables are 

related to the error term of the model. Endogenous phenomena usually occur due to the following main causes: variable 

omissions, concurrent relationships, and variable measurement errors. To address endogenous phenomena, studies often 

employ dynamic modeling using estimation techniques such as the Generalized Method of Moments (GMM) system [44]. 

This method uses the delay of independent variables (which can be endogenous) to transform the tool during regression. 

The SGMM method helps to solve endogenous problems in the research model that simple estimates such as OLS, FEM, 

REM, or GLS cannot solve. Using the SGMM regression technique, this study uses the lagged dependent variable in the 

root equation as the instrumental variable for the endogenous variable in the differential equation and vice versa. The 

system of equations (the original equation and the differential equation) helps to solve the endogenous problem in the 

regression model more thoroughly. 

To analyze the impact of economic growth, public investment, and private investment on firm performance in Vietnam's 

economic sectors, with the help of STATA 17, the regression model proposed for the study is as follows: 

𝑅𝑂𝐴𝑖𝑡 =  β0 + β1. 𝐺𝐷𝑃𝑖𝑡 + β2. 𝑙𝑜𝑔𝐺𝐼𝑖𝑡 + β3. 𝑙𝑜𝑔𝑃𝑖𝑖𝑡  +  ℇ𝑖𝑡  

In which, i is a representative of the research economics in the panel data, i = 1... 14; t is the time of study, t = 2011... 

2022.  

The data used in the research were compiled from the database of the General Statistics Office of Vietnam for 14 

economic sectors (Agriculture, Forestry and Fisheries; Mining; Manufacturing and Processing Industry; Electricity and Gas 

Production and Distribution; Water Supply; Construction; Wholesale and Retail; Transportation and Warehousing; 

Information and Communication; Financial, Banking and Insurance Activities; Real Estate Business Activities; 

Professional Activities and Science and Technology; Education and Training; Health and Social Assistance Activities) 

from 2011 to 2022. 
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Table 1. 

Variables used in the research model. 

Variables Describe Source 

ROA 
Profit rate of acting enterprises having business outcomes by 

kinds of economic activity (%) 

General Statistics Office of Vietnam  

GDP Growth rate of economic sectors (Bill Dongs) General Statistics Office of Vietnam  

logGI 
Logarithm of public investment by kinds of economic activity 

(Bill Dongs) 

General Statistics Office of Vietnam  

logPI 
Logarithm of private investment by kinds of economic activity 

(Bill Dongs) 

General Statistics Office of Vietnam  

 

To assess the impact of economic growth, public investment, and private investment on firm performance, the research 

is designed to include the following steps: 

Step 1: Descriptive statistics 

Step 2: Using the Hausman Test to choose between the fixed effects model (FEM) and the random effects model 

(REM) in panel data analysis. A P-value (Hausman) > 0.05 indicates acceptance of the null hypothesis. The selected model 

is the REM stochastic impact model. A P-value (Hausman) < 0.05 rejects the null hypothesis. The chosen model is the 

FEM fixed impact model. 

Step 3: Identify model defects: Multicollinearity test; Wald test for variable error variance; Wooldridge test for 

autocorrelation  

Step 4: Using general least squares regression (GLS) to fix model defects 

Step 5: SGMM regression 

 

 
Figure 1. 

Research design. 

 

4. Results 
With data collected from 14 economic sectors between 2011 and 2022, the statistical results describing the main 

variables of the study are shown in the following table: 
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Table 2. 

Statistics describing the variables of the model. 

Variables Observations Mean Std. Dev Minimum Describe Maximum 

ROA 168 6.056845 5.496015 -6.78 26.1 

GDP 168 12.0043 49.39096 -30.01514 597.768 

LogGI 168 4.268512 0.3514869 3.565257 5.257472 

LogPI 168 4.483099 0.4675405 2.620136 5.698886 

 

Returns on total assets and growth rates across industries are relatively uneven, reflecting the reality that growth 

depends on the characteristics of capital-intensive, labor-intensive, or service industries. Independent variables exhibit low 

volatility, and their standard deviation is also lower than that of the dependent variable. 

The Pearson(r) correlation coefficient table indicates that the pairs of independent variables exhibit low correlation and 

are statistically significant. Specifically, the GDP, LogGI, and LogPI variables are all inversely correlated with ROA. 

 
Table 3. 

Pearson Correlation Coefficient(r). 

Variables ROA GDP LogGI LogPI 

ROA 1.0000    

GDP -0.0055 1.0000   

LogGI -0.4414 0.0032 1.0000  

LogPI -0.0725 -0.0328 0.1822 1.0000 

 

To select the FEM or REM model, the study carried out the estimation of the FEM model, REM model and Hausman 

Test. The results summarized in Table 4 show that the REM model is more suitable.  

 
Table 4. 

Regression results using FEM and REM models. 

Variables 
FEM REM 

β coefficient P-Value β coefficient  P-Value 

GDP -0.0039663 0.434 -0.0042269 0.405 

LogGI -2.624052 0.110 -1.362627 0.456 

LogPI 1.719344 0.109 2.030381 0.079 

_cons 9.597265 0.221 2.821576 0.741 

Hausman Test 0.3328 

 

The estimation results of the REM model are as follows: 

ROA = 2.821576 - 0.0042269 * GDP - 1.362627 * LogGI + 2.030381 * LogPI 

The REM model will check for defects by tests such as: Variable variance, autocorrelation, multicollinearity, and if 

there are defects, they will be corrected by the GLS method. 

 
Table 5. 

Defect test results of the REM model. 

Test Value Result 

Multicollinearity test VIF <10 No multilinearity occurs 

Wald test for variable error variance Prob>chi2 = 0.0000 The phenomenon of variance and error changes 

Wooldridge test for autocorrelation  Prob > F = 0.0023 Occurrence of autocorrelation 

 

To overcome the defects of the REM model, the study using GLS (Generalized Least Squares) estimation obtained the 

regression results as follows: 

ROA =  27.31909 - 0.0002191 * GDP  – 4.192592 * LogGI –  0.861693 * LogPI 

The use of general least squares regression (GLS) to overcome the limitations of static approach models is also not 

very effective; evidence shows that only one variable is statistically significant. The study continues to use the generalized 

method of moments (GMM) system with a one-stage lag of ROA to estimate. 

 

 

 

 

 

 

 

 

 

 
 



 
 

               International Journal of Innovative Research and Scientific Studies, 8(4) 2025, pages: 1813-1822
 

1819 

Table 6. 

Estimation results according to POLS, FEM, REM, GLS and SGMM models. 

 POLS FEM REM GLS SGMM 

Variables ROA ROA ROA ROA ROA 

GDP 
-0.000431 

[-0.06] 

-0.00423 

[-0.83] 

-0.00397 

[-0.78] 

-0.000219 

[-0.07] 

-0.0697***  

[-4.18] 

LogGI 
-6.924*** 

[-6.21] 

-1.363 

[-0.75] 

-2.624 

[-1.60] 

-4.193*** 

[-3.70] 

-10.90*** 

[-3.50] 

LogPI 
0.0951 

[0.11] 

2.030* 

[1.77] 

1.719 

[1.60] 

-0.862 

[-1.33] 

1.937* 

[1.65] 

L.ROA 
    0.255*                                                                                 

[1.84] 

_cons 

35.19*** 

[6.38] 

2.822 

[0.33] 

9.597 

[1.22] 

27.32*** 

[5.09] 

43.29*** 

[4.03] 

N 

R-sq 

168 

0.195 

168 

0.024 

168 168 154 

Note: * p<0.1, ** p<0.05, *** p<0.01. 

 

The estimation results show that: 

Firstly, economic growth has the opposite impact on firm performance. This result is consistent with the research of 

Tan and Floros [18], Ghareli and Mohammadi [19], Rao [20] and Sarjono et al. [21]. Industrial economic growth may exert 

a negative influence on firm performance in Vietnam due to many factors, as evidenced by actual data from a number of 

industries. In the cement industry, the increase in production leads to a surplus of millions of tons, while domestic 

consumption demand is low and exports decrease, forcing firms to reduce selling prices, negatively affecting profits. 

Similarly, the steel industry also faces a supply-demand imbalance when crude steel production reaches 21.98 million tons 

in 2024, up 14% over the same period in 2023, but consumption demand does not increase accordingly. At the same time, 

the price of input materials such as electricity and coal has increased, reducing the profit margin of enterprises operating in 

the industry. Although the retail industry has a profit after tax growth of 20.9% in Q4/2024, it faces competitive pressure 

and fluctuations in consumer demand, and increasing operating costs. Specifically, Mobile World Investment Corporation 

(MWG), one of the largest retail firms in Vietnam, announced its financial statements for the fourth quarter of 2024 with 

revenue up 7% over the same period, but profit after tax only reached 360 billion VND, down sharply from more than 600 

billion VND in the same period in 2023, mainly due to high operating costs and a decrease in gross profit margin. 

Similarly, the Bach Hoa Xanh chain continued to expand its scale but still recorded a loss of nearly VND 80 billion in the 

fourth quarter of 2024 due to a sharp increase in logistics, transportation, and inventory costs in the context of a slowdown 

in essential consumer demand. Meanwhile, the increase in competition from e-commerce platforms such as Shopee, Tiki, 

Lazada, etc., is forcing traditional retailers to be forced to step up investment in technology, marketing, and order 

management systems. These are factors that significantly increase fixed costs. Thus, although industry growth can expand 

the market size, if not properly managed and regulated, it can lead to overcapacity, fierce competition, and a decline in 

business efficiency. 

Secondly, public investment has the opposite impact on firm performance as mentioned in the studies of Sarjono et al. 

[21] and Çöllü and Kaya [28]. The implementation of many public investment projects in Vietnam in recent years has been 

behind schedule, with capital gaps, causing a loss of urban beauty and environmental pollution, affecting businesses 

operating around investment projects, especially those that depend on a clean environment and complete infrastructure to 

attract customers. This also impacts transport and logistics enterprises due to incomplete infrastructure, forcing them to find 

alternative routes, which leads to increased operating costs and reduced firm performance. Additionally, this adverse 

impact can also be explained by public investment, especially investments by state-owned enterprises in Vietnam, which 

account for a high proportion, have high total assets, and often generate negative or low profits, leading to poor efficiency. 

Notably, some long-term loss-making enterprises include the Shipbuilding Industry Corporation (SBIC), Thai Nguyen Iron 

and Steel Company, and Dinh Vu Fiber Project. Some large-scale enterprises such as EVN, PVN, and Vinachem are 

profitable, but their return on assets (ROA) is only 1-2%, much lower than the 5-10% observed in the private and FDI 

sectors. The inefficient use of resources by state-owned enterprises hampers public investment from fully promoting its 

potential to foster growth. Conversely, it also hinders the growth of other regions and the overall economy. The 

inefficiency of state-owned enterprises has overwhelmed public investment and caused it to adversely affect the operational 

efficiency of enterprises. 

Third, private investment has a positive impact on firm performance. Gürbüz and Aybars [31], Salehi et al. [32] and 

Dang et al. [33] in Vietnam, over the years, private investment has continued to play an important role in promoting firm 

performance. In 2024, according to the General Statistics Office of Vietnam, the total implementation investment capital of 

the whole society at current prices is estimated at 3,692.1 trillion VND, an increase of 7.5% compared to 2023. Of which, 

the non-state sector reached 2,064.2 trillion VND, accounting for 55.9% of total capital and increasing by 7.7% compared 

to the previous year. Additionally, the FDI sector has also experienced strong development. This increase enables 

businesses to expand their production scale, enhance their competitiveness, and meet market demand. Simultaneously, 

private investment encourages businesses to adopt new technologies, improve production processes, and enhance product 

quality, leading to increased labor productivity and overall operational efficiency. 
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Thus, private investment has a positive impact on firm performance in Vietnam, making an important contribution to 

the socio-economic development of the country. 

 

5. Conclusions and Implications 
This paper employs the System Generalized Method of Moments (SGMM) to examine the impact of economic growth, 

public investment, and private investment on firm performance across 14 economic sectors in Vietnam during the period 

2011–2022. The results reveal that both economic growth and public investment exert a negative influence on firm 

performance in certain sectors, while private investment demonstrates a positive effect. 

Based on these findings, the following policy implications are proposed to enhance firm performance: 

From the above results, the research paper proposes a number of policy recommendations to improve the operational 

efficiency of enterprises in the future, as follows: 

Firstly, it is essential to ensure the economic growth of sectors in a stable and sustainable manner. It is necessary to 

continue to consistently implement the goal of maintaining macroeconomic stability, controlling inflation, promoting 

growth, and ensuring macroeconomic balances in the economy. Ministries, departments, and functional agencies need to 

closely monitor and firmly grasp the situation, conduct thorough analysis, forecasting, and proactively develop 

synchronous, comprehensive, and targeted plans and solutions to enable timely, flexible, and effective policy responses, 

especially for emerging problems, difficult, and sensitive issues in economic sectors. Simultaneously, efforts should be 

made to improve institutions, laws, mechanisms, and policies to promptly remove difficulties and obstacles, thereby 

promoting economic growth in these sectors. In particular, it is necessary to renew economic growth drivers and promote 

breakthroughs in various sectors. 

Secondly, improve the efficiency of public investment and overcome the inefficiency of state-owned enterprises. To 

enhance the efficiency of public investment and address the inefficiencies of state-owned enterprises, Vietnam needs to 

implement solutions such as institutional reform, improved governance capacity, and strengthened financial supervision. 

First, it is necessary to complete the legal framework for public investment, ensure capital allocation based on principles of 

efficiency, openness, and transparency, prioritize projects with spillover impacts, and limit spread and lack of focus. 

Simultaneously, improving the accountability and governance capacity of state-owned enterprises by applying corporate 

governance standards according to international practices will help minimize the loss and waste of state capital. 

Additionally, promoting the application of technology and digital transformation in public investment management will aid 

in controlling progress, costs, and enhancing transparency. Furthermore, the State should increase the rate of public 

investment by gradually reducing the proportion of investment in the sector of state-owned enterprises, increasing 

investment in infrastructure, creating positive externalities, and thereby fostering widespread development. This approach 

will help avoid scattered investments in business fields that the private sector can and is capable of providing efficiently. 

Moreover, given the limited public investment capital and the inefficiency of state-owned enterprises, Vietnam should 

promote investment through public-private partnerships (PPPs). However, developing this form requires establishing 

mechanisms to ensure the interests of all parties involved are aligned. Finally, it is essential to strengthen inspection, 

supervision, and sanctions for violations in the management of public investment and activities of state-owned enterprises 

to ensure the effective use of public resources. 

Third, strengthen private investment. To promote and strengthen private investment, Vietnam needs to implement 

solutions related to policies, the business environment, infrastructure, and human resources to create favorable conditions 

for the development of the private economic sector. First, it is necessary to continue institutional reforms, simplify 

administrative procedures, and improve transparency in legal regulations, making it easier for private enterprises to access 

necessary resources. Additionally, ensuring a fair business environment between SOEs and private enterprises will 

motivate the private sector to expand investment. The government also needs to adopt flexible financial policies, provide 

credit support with preferential interest rates, and enhance access to capital, especially for small and medium-sized 

enterprises. Furthermore, promoting innovation and encouraging the application of advanced technology in production and 

business will improve labor productivity. Another important factor is the development of high-quality human resources 

through vocational training and improving labor skills to meet the requirements of private enterprises in the context of 

digital transformation. Finally, the government should create policies that encourage sustainable investment and support 

private enterprises in participating in strategic areas such as high technology, renewable energy, and the green economy. 

The comprehensive implementation of these solutions will enhance Vietnam's competitiveness in the era of global 

integration. 

Some limitations and directions for future research: The research has not fully explored the control variables of the 

model. At the same time, due to limited statistical data, the study only assesses the impact of economic growth, public 

investment, and private investment on firm performance in different economic sectors in Vietnam during the period 2011-

2022. These limitations suggest potential avenues for further development in future research. 

 

References 
[1] F. Wu and S. T. Cavusgil, "Organizational learning, commitment, and joint value creation in interfirm relationships," Journal of 

Business Research, vol. 59, no. 1, pp. 81–89, 2006.  

[2] S. Tangen, "Demystifying productivity and performance," International Journal of Productivity and Performance 

Management, vol. 54, no. 1, pp. 34–46, 2005.  

[3] C. Muo and S. B. Ochieng, "Strategic outsourcing and firm performance: A review of literature,," International Journal of 

Social Science and Humanities Research, vol. 1, no. 1, pp. 20–29, 2023.  



 
 

               International Journal of Innovative Research and Scientific Studies, 8(4) 2025, pages: 1813-1822
 

1821 

[4] P. C. Ramos, "Theoretical Model to Analyze the Influence of Outsourcing on Industrial Business Value Creation," Universal 

Journal of Management, vol. vol. 8, no. 1, pp. 1–11, 2020.  

[5] G. Mitra, V. Gupta, and G. Gupta, "Impact of macroeconomic factors on firm performance: Empirical evidence from India," 

Investment Management and Financial Innovations, vol. 20, no. 4, pp. 1–12, 2023.  

[6] C. Nguyen, "Macroeconomic factors and firm performance – The case in the stock," Science & Technology Development 

Journal: Economics – Law & Management, vol. 7, no. 1, pp. 4000–4007, 2023.  

[7] T. T. L. Nguyen, "Impact of public investment on private investment, business efficiency and economic growth in Vietnam," 

Ph.D. dissertation, Vietnam National University Ho Chi Minh City, 2023.  

[8] N. Taş, A. Hepsen, and E. Önder, "Analyzing macroeconomic indicators of economic growth using panel data," Journal of 

Finance and Investment Analysis, vol. 2, no. 3, pp. 41-53, 2013.  https://doi.org/10.2139/ssrn.2264388 

[9] M. S. Nasir, A. R. Wibowo, and D. Yansyah, "The determinants of economic growth: Empirical study of 10 Asia-Pacific 

countries," Signifikan: Jurnal Ilmu Ekonomi, vol. 10, no. 1, pp. 149-160, 2021.  https://doi.org/10.15408/sjie.v10i1.18752 

[10] A. Afonso, L. Schuknecht, and V. Tanzi, "Public sector efficiency: Evidence for new EU member states and emerging markets," 

European Central Bank, Working Paper, No. 581, 2006, 2006. 

[11] M. Murphy, Small business management. London: Pitman Publishing, 1996. 

[12] D. Hackbarth, J. Miao, and E. Morellec, "Capital structure, credit risk, and macroeconomic conditions," Journal of Financial 

Economics, vol. 82, no. 3, pp. 519–550, 2006.  

[13] U. Farooq, "Nexus between macroeconomic factors and corporate investment: Empirical evidence from GCC markets," 

International Journal of Financial Studies, vol. 11, no. 1, pp. 1–15, 2023.  

[14] R. Zeitun and M. Goaied, "The nexus between debt structure, firm performance, and the financial crisis: Non-linear panel data 

evidence from Japan," Applied Economics, vol. 54, no. 2, pp. 1–19, 2022.  

[15] R. N. Killins, "Firm-specific, industry-specific and macroeconomic factors of life insurers’ profitability: Evidence from 

Canada," The North American Journal of Economics and Finance, vol. 51, p. 101068, 2020.  

[16] B. Al-Najjar, "Corporate governance, tourism growth and firm performance: Evidence from publicly listed tourism firms in 

five Middle Eastern countries," Tourism Management, vol. 42, pp. 342–351, 2014.  

[17] M. Issah and S. Antwi, "Role of macroeconomic variables on firms’ performance: Evidence from the UK," Cogent Economics 

& Finance, vol. 5, no. 1, p. 1405581, 2017.  

[18] Y. A. Tan and C. Floros, "Bank profitability and inflation: The case of China," Journal of Economic Studies, vol. 39, no. 6, pp. 

675–696, 2012.  

[19] S. Ghareli and A. Mohammadi, "A study on the effect of macroeconomic variables and firm characteristics on the quality of 

financial reporting of listed firms in Tehran stock exchange," Journal of Fundamental and Applied Sciences, vol. 8, no. 2, p. 

1777, 2016.  

[20] D. T. Rao, "The relationship of macro-economic factors and financial performance of the five firms listed in the energy and 

petroleum sector of the NSE," Ph.D. dissertation, Strathmore University, 2016.  

[21] E. Sarjono, K. H. Titisari, and S. Pawenang, "Effects of infrastructure development, inflation and economic growth to 

performance company (ROA, Tobin's Q, PBV): Study on registered infrastructure support companies in IDX period 2014–

2019," Economics and Business Quarterly Reviews, vol. 4, no. 3, pp. 192–199, 2021.  

[22] F. Syafitri, G. Ishak, and L. M. Samryn, "The effect of current ratio, debt to equity ratio, BOPO, and GDP growth on return on 

assets with moderation of firm size in PT Pelabuhan Indonesia (Persero) period 2018–2022," Journal of Social Research, vol. 

2, no. 9, pp. 2972–2982, 2023.  

[23] N. T. F. Ifeanyi, "Implications of government capital expenditure on the manufacturing sector in Nigeria," Journal of 

Accounting, Auditing and Finance Research, vol. 3, no. 10, pp. 19–33, 2015.  

[24] G. Wan and Y. Zhang, "The direct and indirect effects of infrastructure on firm productivity: Evidence from Chinese 

manufacturing," China Economic Review, vol. 49, pp. 143–153, 2017.  

[25] T. Phi, D. T. Binh, and N. D. Hoa, "Impact of transport infrastructure on firm performance: Case study of Cuu Long delta area, 

Vietnam," Problems and Perspectives in Management, vol. 17, no. 2, pp. 51–62, 2019.  

[26] A. O. Ibekwe, A. O. Anusui, and A. I. Ibekwe, "Financial inclusion and entrepreneurship development in Nigeria," Journal of 

Emerging Trends in Management Sciences and Entrepreneurship, vol. 3, no. 1, pp. 90–104, 2012.  

[27] S. Chatterjee, T. Lebesmuehlbacher, and A. Narayanan, "How productive is public investment? Evidence from formal and 

informal production in India," Journal of Development Economics, vol. 151, p. 102625, 2021.  

[28] D. A. Çöllü and E. Kaya, "The nexus between public fixed capital investments and performance of state-owned enterprises," 

Uluslararası İktisadi Ve İdari İncelemeler Dergisi, vol. 34, pp. 75–96, 2022.  

[29] E. Kasper, "A definition for infrastructure – Characteristics and their impact on firms active in infrastructure," Ph.D. 

dissertation, Technische Univ. München, School of Manag, 2015.  

[30] T. C. Nguyen, "Public Investment, Private Investment and Economic Growth: Theory and Empirical Studies," Vietnam 

National University Press, 2018.  

[31] A. O. Gürbüz and A. Aybars, "The impact of foreign ownership on firm performance: Evidence from an emerging market – 

Turkey," American Journal of Economics and Business Administration, vol. 2, no. 4, pp. 350–359, 2010.  

[32] M. Salehi, G. Zimon, A. Arianpoor, and F. E. Gholezoo, "The impact of investment efficiency on firm value and moderating 

role of institutional ownership and board independence," Journal of Risk and Financial Management, vol. 15, no. 4, pp. 1–13, 

2022.  

[33] T. H. Y. Dang, T. H. Nguyen, and T. H. A. Dao, "The impact of capital investments on firm financial performance – Empirical 

evidence from the listed food and agriculture companies in Vietnam," Vietnam Journal of Agricultural Sciences, vol. 6, no. 1, 

pp. 1735–1744, 2023.  

[34] K. C. J. Wei, F. Xie, and S. Titman, "Capital investment & stock returns," Journal of Financial and Quantitative Analysis, vol. 

39, pp. 677–700, 2004.  

[35] M. J. Cooper, H. Gulen, and M. J. Schill, "Asset growth and the cross-section of stock returns," Journal of Finance, vol. 63, pp. 

1609–1651, 2008.  

[36] H. Yao, M. Haris, and G. Tariq, "Profitability determinants of financial institutions: Evidence from banks in Pakistan," 

International Journal of Financial Studies, vol. 6, no. 2, p. 53, 2018.  

https://doi.org/10.2139/ssrn.2264388
https://doi.org/10.15408/sjie.v10i1.18752


 
 

               International Journal of Innovative Research and Scientific Studies, 8(4) 2025, pages: 1813-1822
 

1822 

[37] T. N. Nghia, "The impact of overinvestment on firm performance of Vietnam’s listed companies," Science & Technology 

Development Journal: Economics – Law & Management, vol. 6, no. 1, pp. 2208–2219, 2022.  

[38] M. Kapelko, A. O. Lansink, and S. E. Stefanou, "Effect of food regulation on the Spanish food processing industry: A dynamic 

productivity analysis," Agricultural and Food Sciences, Business, Economics, vol. 10, no. 6, p. e0128217, 2015.  

[39] V. Grozdić, "Capital investments and manufacturing firms’ performance: Panel-data analysis," Sustainability, vol. 12, no. 4, p. 

1689, 2020.  

[40] N. Hafiluddin and A. A. Patunru, "The impact of foreign investment on firm performance: Indonesia after the 2007 FDI 

reform," Economics and Finance in Indonesia, vol. 68, pp. 37–50, 2022.  

[41] J. M. Wooldridge, Econometric analysis of cross section and panel data. Cambridge, MA: MIT Press, 2010. 

[42] M. H. Pesaran, "General diagnostic tests for cross-section dependence in panels," Cambridge Working Papers in Economics, 

No. 0435, Univ. Cambridge, 2004, 2004. 

[43] W. H. Greene and C. McKenzie, "LM tests for random effects," Department of Economics, New York University, Leonard N. 

Stern School of Business, 2012, vol. no. 12–14, pp. 1–9 2012. 

[44] A. García-Herrero, S. Gavilá, and D. Santabarbara, "What explains the low profitability of Chinese banks?," Journal of 

Banking & Finance, vol. 33, no. 11, pp. 2080–2092, 2009.  https://doi.org/10.1016/j.jbankfin.2009.05.005 

 

 

https://doi.org/10.1016/j.jbankfin.2009.05.005

