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ABSTRACT 

 

Objectives: This study provides a comprehensive overview of the factors influencing enterprises’ decisions to invest in 

the Economic Zone. Since then building a model of factors affecting investment decisions in Nghi Son Economic Zone 

(NSEZ), Vietnam and analyzing the influence of those factors on investment decisions of enterprises. From the research 

results, the authors will propose a number of recommendations to attract investment in to NSEZ in the coming time. 

Methods/Approach: The study employs a combination of qualitative and quantitative research methods. The impact of 

factors on investment decisions of enterprises was tested through structural equation model (SEM), using data collected 

from a survey of 185 enterprises inside and 160 enterprises outside the NSEZ. 

Results: The results indicate that all chosen factors positively influence investment decisions of enterprises in the NSEZ. 

In wich, available advantages of the economic zone and investment incentive policies were found to have the strongest 

impact on investment choices. Further influencing factors are infrastructure, human resources, and the dynamism of 

local leadership respectively.  

Scientific novelty: This study provides policymakers with a deeper understanding of the critical factors that enhance the 

attractiveness of economic zones. In addition, the study contributes to the broader academic discourse on economic zone 

development by providing empirical evidence from the Vietnamese context, which can be applicable to other developing 

economies with similar socio-economic structures.  

Practical value: Based on the findings, the study proposes some recommendations both for the NSEZ’s project 

management board and policymaker to attract more enterprises to invest in to the NSEZ. The findings offer practical 

insights into how the existing infrastructural and policy frameworks can be optimized to better meet the needs of investor. 
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INTRODUCTION  

Choosing an investment location is one of the first and most challenging tasks for businesses because it 

determines where they will operate with the expectation of taking advantage of market opportunities and 

ensuring sustainable development (Jarosław & Cicha, 2021). In their study of micro, small and medium-sized 
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enterprises, Lumbwe et al. (2018) asserted that location factors significantly impact business performance. 

Due to its importance, the choice of investment location is influenced by many factors. For economic zones, 

investment capital is a vital factor for growth and development, identifying the factors that influence 

investment decisions and the influence of the factors is extremely important to help the management of these 

economic zones come up with solutions to increase investment attraction, meeting the increasingly high 

development requirements in the current context of digital transformation (Arifuddin et al., 2023). Vietnam 

boasts 18 economic zones spanning a total area of 857.6 thousand hectares. These coastal economic zones 

have played a pivotal role in driving socio-economic development across 18 coastal provinces and economic 

regions, generating hundreds of thousands of jobs and improving the income and living standards of local 

residents. As of the end of 2022, these zones had attracted 254 foreign investment projects with a total 

registered capital of $42 billion, along with 1,079 domestic investment projects totalling approximately 805.2 

trillion VND. 

Among these economic zones (EZ), the NSEZ in Thanh Hoa province stands out as a critical national asset. 

Designated as one of the five key national economic zones, NSEZ plays a central role as the primary gateway 

for the Northern Vietnam economic triangle. Its strategic advantages include well-developed transportation 

networks encompassing road, waterway, and railway connections, along with proximity to major airports. 

Furthermore, Nghi Son’s potential for developing a deep-water port capable of accommodating vessels with 

a capacity exceeding 30,000 tons underscores its logistical significance. Over the years, these advantages have 

attracted numerous large-scale enterprises to Thanh Hoa, positioning the province as the 8th leading 

destination for foreign direct investment (FDI) in Vietnam (Management Board of Nghi Son EZ, 2022). 

NSEZ’s strategic importance is further underscored by its comprehensive infrastructure, which includes 

industrial parks, residential areas, commercial centres, and logistical facilities. This infrastructure supports a 

diverse range of industries, including manufacturing, petrochemicals, logistics, and services. By the end of 

2022, NSEZ had successfully attracted 321 investment projects, comprising 297 domestic projects with a total 

registered capital of 149,538 billion VND and 24 foreign projects totalling $12.8 billion (Management Board 

of Nghi Son EZ, 2022). This influx of investment has significantly contributed to the economic development 

of Thanh Hoa province, generating employment for over 35,000 workers and boosting the region’s export-

import activities. 

However, despite these achievements, NSEZ faces several challenges that hinder its full potential. The 

zone has not achieved full occupancy, with some areas remaining underdeveloped or vacant. Additionally, 

there has been a noticeable slowdown in attracting new FDI projects in recent years. This slowdown can be 

attributed to various factors, including increased competition from other economic zones within Vietnam and 

Southeast Asia, evolving global economic conditions, and potential policy shifts. Addressing these challenges 

is crucial for NSEZ to maintain its competitive edge and continue driving regional economic growth. 

In the context of existing research, while a substantial body of research exists on factors influencing 

investment decisions in economic zones, much of it tends to focus on isolated factors rather than examining 
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their combined effects. Notable studies, such as those by Jarosław & Cicha (2021), Lan & Sinh (2021), have 

explored specific elements like infrastructure, market conditions, and local policies. For instance, Jarosław & 

Cicha (2021) examined the role of infrastructure in investment decisions, while Lan & Sinh (2021) focused 

on market accessibility and analyzed the impact of administrative reforms. These studies provide valuable 

insights but often lack a comprehensive framework that integrates multiple influencing factors simultaneously. 

Moreover, the dynamic nature of the global economic environment and frequent changes in domestic 

policies necessitate a continuous re-evaluation of these factors to ensure their relevance and effectiveness. 

Previous research has not fully addressed how these factors interact and collectively influence investment 

decisions, particularly in the context of Vietnamese economic zones like NSEZ. This gap highlights the need 

for a holistic approach that considers the interplay of various factors, including infrastructure, market 

conditions, human resources, local leadership, administrative reforms, and investment incentives. 

The necessity of this study arises from the need to provide a comprehensive understanding of the factors 

influencing investment decisions in NSEZ. By systematically analyzing these factors and their combined 

effects, this research aims to fill existing gaps in the literature and offer actionable insights that can guide 

policymakers and investors. A thorough understanding of these factors will help identify effective strategies 

to enhance the attractiveness of NSEZ, thereby improving its competitive position and ability to attract 

sustained investment. 

In addition to its specific focus on NSEZ, this study will contribute to the broader body of knowledge on 

economic zone development, providing a model that can be applied to other regions in Vietnam and beyond. 

By comparing the perspectives of businesses that have already invested in NSEZ with those considering 

investment, the research aims to offer a balanced and comprehensive analysis. 

The expected outcomes of this research are multi-faceted. Firstly, it aims to provide policymakers with a 

deeper understanding of the critical factors that enhance the attractiveness of economic zones. Secondly, the 

findings are expected to offer practical insights into how the existing infrastructural and policy frameworks 

can be optimized to better meet the needs of investors. Lastly, the study seeks to contribute to the broader 

academic discourse on economic zone development by providing empirical evidence from the Vietnamese 

context, which can be applicable to other developing economies with similar socio-economic structures. 

 

LITERATURE REVIEEW AND RESEARCH MODEL 

Theories on investment choices 

Dunning's eclectic theory (2001) shows that a company decides to choose to invest when there are 3 factors: 

Ownership advantage - O (Ownership) related to the tangible and intangible assets of the enterprise; location 

advantage - L (Location) is mainly due to the difference between the investing country and the investing 

country in abundant resources such as market structure, legal system, cultural and political environment; 

Internalization advantage - I (Internalization) is obtained when transaction costs are lower than export 

activities, contracts or privileges.  
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From another perspective, Krugman's New Economic Geography Theory (1991) argues that there are two 

main pillars - agglomeration forces and dispersion forces. According to this theory, the decision on investment 

location will be positively influenced by market demand and negatively by production costs and the level of 

competition in the domestic market (Disdier & Mayer, 2004). At the same time, clusters also act as an area 

capable of attracting investment and a highly skilled labor force due to the ability to exploit economies of 

scale. Empirical study in this theoretical direction include Bockem & Tuschke (2010). 

Institutional theory emphasizes the role of local government in attracting businesses. Meanwhile, Arifuddin 

et al. (2023) argued that human resources must go hand in hand with government support, which has an 

important impact on the development of special economic zones. Jing et al. (2024) also emphasized the role 

of the government in implementing economic measures and adjusting policies to attract foreign investors such 

as economic openness, level of intervention in trade, tax policy, incentives, transparency, level of corruption, 

etc. Empirical studies related to this theory include Cuong (2024), Lan & Viet (2018).  

The rational choice theory is a framework for understanding and often formally modelling economic and 

social behavior (Scott, 2000). These optimal options are selected on the basis of the assumption that 

organizations and individuals have sufficient information and they also prioritize choosing the option that they 

“like” more or are more suitable (Yoshimichi Sato, 2013). For businesses, they will prioritize choosing options 

that are suitable for their business characteristics to maximize profits. In the case of businesses choosing an 

investment location, businesses will consider alternative options to ensure maximizing their benefits. That is, 

businesses will choose an investment location that can reach customers well (increase revenue) or a place with 

more preferential policies (Michałek, 2023). 

Therfore, choosing a business location is one of the first and most challenging tasks for enterprises as it 

determines where they will operate with the expectation of leveraging market advantages and ensuring 

sustainable development (World Bank Group, 2017; Jarosław and Cicha, 2021). In their study on micro, small, 

and medium enterprises, Lumbwe et al. (2018) affirmed that location factors significantly impact business 

performance. Due to its importance, selecting an investment location is influenced by various factors, 

including: 

Available advantages of economic zones 

Available advantages refer to all natural, tangible, and intangible elements that an economic zone 

possesses, creating an attraction for investors and businesses. Researchers such as Jarosław & Cicha (2021) 

have demonstrated that the inherent advantages of an economic zone directly influence business location 

decisions. Alberto (2000) also highlighted the industrial logistics perspective, indicating that a favourable 

location can reduce costs for businesses. Coastal economic zones in Vietnam, particularly NSEZ, benefit from 

special advantages in seaports and transportation, making them attractive to investors (Lan & Viet, 2018). 

Based on these discussions, the following hypothesis is proposed: 

• Hypothesis H1: Available advantages of economic zones positively influence businesses’ investment 

decisions. 
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 Market factors 

For businesses, the market is a top priority when choosing an investment location. The market represents 

the capacity and potential to consume output products and access input factors directly related to business 

operations (Alberto, 2000; Dan, 2016)). Along with economic growth, the ability to access target markets is 

crucial for business development (Jarosław & Cicha, 2021). Zelbst et al. (2010) confirmed that the formation 

of industrial clusters helps create a consumption ecosystem and supportive linkages, significantly influencing 

businesses’ location choices. Market competition within economic zones is also considered. Therefore, the 

following hypothesis is proposed: 

• Hypothesis H2: Market factors positively influence businesses’ investment decisions in economic zones. 

 Human resources 

Human resources encompass all skilled and knowledgeable labour that meets business production and 

operational needs (Elias, 1972). The availability of labour, including unskilled workers, skilled workers, low 

labor costs, and high labor discipline, contributes to an attractive investment environment (Vu et al., 2020). 

Most studies on investment choices affirm that human resources positively impact investment attraction in 

economic zones (Farole & Akinci, 2011; World Bank, 2017;). Nackhavong & Thanitbenjasith (2020) also 

confirmed that human resource affect investment decision of enterprises. Therefore, the following hypothesis 

is proposed: 

• Hypothesis H3: Human resources positively influence businesses’ investment decisions in economic 

zones. 

Infrastructure 

Infrastructure includes all elements related to physical facilities, transportation, electricity, and water, 

ensuring the essential conditions for industrial zone operations. The convenience of infrastructure factors 

influences business investment choices (Gilmore et al., 2003). Investors who perceive infrastructure and 

service advantages are more likely to invest. Infrastructure development impacts investor effectiveness (Vu et 

al., 2020; Jarosław & Cicha, 2021; Lan & Sinh, 2021). Mazzarol & Choo (2003) indicated that large businesses 

prioritize access to transportation routes or cargo terminals. MacCarthy & Atthirawong (2003) asserted that 

infrastructure strongly influences general and specific investment location decisions in economic zones. 

Therefore, the following hypothesis is proposed: 

• Hypothesis H4: Infrastructure positively influences businesses’ investment decisions in economic zones. 

Dynamism of local leadership 

The willingness and management skills of local officials are crucial in attracting investment (Vu et al., 

2020). Dynamic leadership is understood as the readiness to pioneer in creating the best conditions for 

infrastructure, administrative procedures, and proposing suitable investment attraction policies. MacCarthy & 

Atthirawong (2003) stated that local government management and support impact companies’ international 

business strategies, including location, form, scale of investment, and feasibility. Many studies confirm that 
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investors value the availability of industrial zones and investor-friendly local government policies (Vu et al., 

2020; Jarosław & Cicha, 2021). Therefore, the following hypothesis is proposed: 

• Hypothesis H5: The dynamism of local leadership positively influences businesses’ investment decisions 

in economic zones. 

 Administrative reforms 

Administrative procedures are essential to strengthen the relationship between the state and the people and 

increase public participation in state management (Michałek, 2023). Administrative reforms can reduce 

government costs and facilitate investors, thus being a tool for attracting business investments (Tho & Trang, 

2008; Lan & Sinh, 2021). Adjustments in these factors influence investment choices as their convenience helps 

reduce transaction costs, provide information, and facilitate transactions, directly impacting business 

operations (Tadem, 2021). Therefore, the following hypothesis is proposed: 

• Hypothesis H6: Administrative reforms positively influence businesses’ investment decisions in 

economic zones. 

 Investment incentive policies 

 Government policies, particularly those at regional and local levels, play a significant role in business 

investment choices. In developed countries, government policies substantially direct investment into economic 

zones (World Bank Group, 2017). Research on incentive policies using micro data from France by Mazzarol 

& Choo (2003) developed a Poisson model showing that local tax levels positively correlate with business 

establishment. Buss (2001) concluded similarly. Most studies in Vietnam affirm the positive impact of 

investment attraction policies on attracting investments in industrial zones (Tho & Trang, 2008; Lan & Sinh, 

2021). In Lao PDR, Nackhavong & Thanitbenjasith (2020) also confirmed that promotion policies are able to 

enhance better investment in all areas. Dan (2016) has also demonstrated the same results in terms of the 

positive impact of incentive policies on firms' investment decisions. Rathelot & Sillard (2008) have also 

demonstrated that tax cut is a factor that attracts businesses to invest in economic zones. Therefore, the 

following hypothesis is proposed: 

• Hypothesis H7: Investment incentive policies positively influence businesses’ investment decisions in 

economic zones. 

 Proposed research model 

Based on the literature review, mailly from reseach of  Lumbwe et al. (2018) and expert feedbacks, the 

authors identifie seven influencing factors which are measured through 32 observed variables: Availability 

advantage of the economic zone (LTSC1, LTSC 2, LTSC 3, LTSC 4), market factors (TT1, TT2, TT3, TT4), 

human resources (NNL1, NNL2, NNL3, NNL4), infrastructure (CSHT1, CSHT2, CSHT3, CSHT4, CSHT5, 

CSHT6), the dynamism of local leaders (LDDP1, LDDP2, LDDP3, LDDP4), administrative reform (CCHC1, 

CCHC2, CCHC3, CCHC4, CCHC5), and investment incentive policies (CS1, CS2, CS3, CS4, CS5).  
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Figure 1. Proposed research model 
Source: Proposed by the authors 

 

This model integrates the various factors influencing investment decisions, providing a comprehensive 

framework for analyzing how these factors collectively impact the choices of businesses in economic zones, 

with a specific focus on the NSEZ. 

In developing the measurement scales, the study relied on both previous research and expert input. Based 

on discussions with ten managers from enterprises and five experts in NSEZ, the scales for the eight factors 

(including dependent variable) in the model were developed and refined. These factors will be assessed using 

a Likert scale with five levels, ranging from 1 (strongly disagree) to 5 (strongly agree). The final measurement 

scale and survey questions were structured according to Table 1: 

 

Table 1.  Summary of the scales for variables in the research model 

Code Scale details Source 

LTSC Availability advantage  

LTSC1 Economic zone with rich resources  

Jarosław & Cicha 

(2021);  Lumbwe 

et al. (2018) 

LTSC2 Economic zone location is convenient for transportation 

LTSC3 Economic zone has deep-water seaport 

LTSC4 Convenient for trade between localities 

TT Market factors  

TT1 In the economic zone, there are main input material suppliers 

Jarosław & Cicha 

(2021);  Lumbwe 

et al. (2018) 

TT2 Economic zones help businesses easily access potential consumer markets 

TT3 Local markets tend to develop 

       Available advantages 
 

   Market factors 

 

Human resources 

 

    Infrastructure 

 

The dynamism of local leaders 

 

Administrative reform 

 

 

Investment 

Decision of 

Enterprises 

 

H1 

H2

2 

H3 

H4 

H5 

H6 

Investment incentive policy 

 

H7 
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Source: Compiled by the authors 

 

METHODOLOGY  

This study employs a combination of qualitative and quantitative methods to provide a comprehensive 

understanding of the factors influencing the investment decisions of enterprises in the NSEZ in Thanh Hoa 

province. The qualitative research was conducted through in-depth interviews with ten managers from 

enterprises and five experts in NSEZ. The purpose of the qualitative research was to explore and refine the 

measurement scales for the factors in the model. The quantitative research was conducted using a survey 

TT4 Logistic services in the economic zone are diverse 

NNL Human resources  

NNL1 Abundant local unskilled labor resources 

Lumbwe et al. 

(2018); Vu et al. 

(2020) 

NNL2 Qualified labor meets business needs 

NNL3 Easily recruits high-quality labor in the economic zone 

NNL4 
Local has many training facilities that meet the needs of businesses in the 

economic zone 

CSHT Infrastructure  

CSHT1 Good power supply system in the economic zone 
Jarosław & Cicha 

(2021); Lan & Sinh 

(2021) 

CSHT2 Good communication system in the economic zone 

CSHT3 Good water supply system in the economic zone 

CSHT4 Good waste treatment system in the economic zone 

CSHT5 
The economic zone has a priority planning area for the company's business 

sector 

Qualitative 

research 

CSHT6 
The economic zone has adequate social infrastructure (schools, markets, 

hospitals, etc.) 

Qualitative 

research 

LDDP The dynamism of  local leaders  

LDDP1 Local authorities are ready to support businesses when needed 

Jarosław & Cicha 

(2021) 

LDDP2 Economic zone management boards provide good support for businesses 

LDDP3 
Regular dialogue between businesses in economic zones and state 

management agencies 

LDDP4 Local leaders promptly resolve business proposals 

CCHC Administrative reform  

CCHC1 Administrative procedures in economic zones are simple and streamlined 

Tadem (2021) 
CCHC2 Digitized administrative procedures are convenient for businesses 

CCHC3 Administrative staff serving businesses in friendly economic zones 

CCHC4 Administrative procedure processing time is in accordance with regulations 

CCHC5 
Businesses in economic zones do not have to pay unofficial fees for 

administrative procedures 

Qualitative 

research 

CS Investment incentive policies  

CS1 Enterprises in the Economic Zone enjoy reduced land rental tax Nackhavong & 

Thanitbenjasith 

(2020);  Lan & 

Sinh (2021) 

CS2 Enterprises in the Economic Zone enjoy reduced corporate income tax 

CS3 Land lease/grant procedures in the Economic Zone are quick and simple 

CS4 Land clearance costs in the Economic Zone are low 

CS5 
Investment incentives in the Economic Zone are fair to all enterprises Qualitative 

research 

QD Investment Decision of Enterprises  

QD1 Choosing to invest in  NSEZ  is a right decision 
Lan & Sinh (2021) 

QD2 The company will continue to expand its investment activities in NSEZ 

QD3 
The company has/will introduce  NSEZ to other companies Qualitative 

research 

QD4 
The company will continue to choose to invest in  NSEZ for the long term Qualitative 

research 
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distributed to 185 enterprises within and 160 enterprises outside the NSEZ to gather primary data for statistical 

analysis. The collected data were subsequently analyzed using SPSS 20.0 and AMOS 20.0 software. By 

combining qualitative insights with quantitative data, the study captures both expert perspectives and empirical 

evidence, ensuring that the research findings are grounded in both theory and practice. 

 Data collection method  

At the time of the survey (Form May to June, 2024), number of businesses in operation inside the NSEZ 

was 200, and the authors selected all of these enterprises for survey. However, to meet the requirements for 

regression analysis based on Hair et al. (2018), where the sample size is determined as 50 + 8. 𝑚 (with 

𝑚 being the number of independent variables), the minimum sample size required for this study’s 32 observed 

variables was calculated to be 306. Therefore, to ensure objectivity and reliability, this study also surveyed 

enterprises outside the economic zone with the same number, which is 200 enterprises. After surveys, 345 

valid responses were collected (including 185 enterprises within and 160 enterprises outside the NSEZ), which 

meets the requirements for further analysis. 

Data collection process: Surveys were administered both in person and via email, depending on the 

accessibility of the respondents. The data collection period spanned two months, allowing ample time for 

responses. And, a stratified random sampling method was utilized. 

Data analysis 

To identify the influencing factors and analyze the influence of each factor on the investment decisions of 

enterprises in to NSEZ, structural equation modelling (SEM) analysis is used in this study to visually examine 

the relationships that exist between the factors (independent variables) and the investment decisions 

(dependent variables), thereby testing the hypotheses of the research model. The methodology encompasses 

descriptive statistical analysis, exploratory factor analysis (EFA), and regression analysis using SEM, 

facilitated by SPSS 20.0 and AMOS 20.0 software. The data analysis process involved several key steps 

(Doanh et al., 2022): 

Reliability analysis: The reliability of the measurement scales was assessed using Cronbach’s Alpha. All 

scales in the research model exhibited high reliability, with Cronbach’s Alpha coefficients greater than 0.8. 

Additionally, all observed variables within the scales had total correlation coefficients exceeding 0.3, 

indicating their suitability for further factor analysis. 

Exploratory factor analysis (EFA): EFA was conducted to identify the underlying factor structure and to 

ensure the validity of the measurement scales. Bartlett’s test of sphericity and the Kaiser-Meyer-Olkin (KMO) 

measure of sampling adequacy were used to assess the appropriateness of the data for factor analysis.  

Confirmatory factor analysis (CFA): CFA was performed to confirm the factor structure identified in the 

EFA. The initial CFA results showed that the model fit indices met the established standards. The refined CFA 

model demonstrated satisfactory fit indices, confirming the validity and reliability of the measurement model. 

SEM was employed to test the hypothesized relationships between the factors and investment decisions. 

The initial SEM model was analyzed, and necessary adjustments were made to improve model fit. The final 
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SEM model provided robust estimates of the relationships, with standardized regression weights indicating 

the relative importance of each factor. 

Model fit testing: To identify the influencing factors and their impact on investment location decisions, the 

SEM model was employed with the expectation of achieving high reliability. The SEM analysis was conducted 

iteratively, starting with the proposed initial model and subsequently adjusting it to obtain a more reliable 

model. 

 

RESULTS AND DISCUSSION  

Reliability test and EFA 

The reliability of the scales was tested using Cronbach’s Alpha. Observed variables with item-total correlations 

below 0.3 were excluded, and scales with Cronbach’s Alpha values of 0.7 or higher were considered reliable 

(Hair et al., 2018).  

 

 

 

 

 

 

 

 

Chi-square=1133,317; df=565; P=,000; 

Chi-square/df=2,06; 

GFI=,825; TLI=,908; CFI=,917; 

RMSEA=0,60 

 

 

 

 

 

 

 

 

 

 

 

Figure 2. CFA test results of observed variables 
Source: Compiled from data analysis results 
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The results shows that all scales in the research model have high Cronbach’s Alpha values (> 0.7), with 

each observed variable having item-total correlations above 0.6. As a result, the scales are reliable and suitable 

for exploratory factor analysis (EFA). The EFA for the dependent variable (QD) produced favourable results: 

the KMO value was 0.882, the explained variance was 66.142%, and all factor loadings were above 0.6. These 

findings confirm that the observed variables are well-suited for the factor structure in this research (Figure 2). 

Results of confirmatory factor analysis (CFA) 

Confirmatory factor analysis is the next step of exploratory factor analysis, the purpose of which is to 

evaluate whether the model and scale are suitable for testing the SEM model or not. The results of CFA 

analysis show that: Chisquare/df = 2.006 < 3, CFI = 0.917; TLI = 0.908 (all greater than 0.9); GFI = 0.825 

(greater than 0.8) and RMSEA = 0.606 < 0.8.  

 

Figure 3. SEM structural model testing results (standardized) 
Source: Compiled from data analysis results 
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The factor weights of each observed variable are all greater than 0.7, so the model has convergent value. 

The model has a Chi-square test value = 1133.317 (corresponding to p value = 0.000 < 0.05). Thus, the 

measurement model is reliable and consistent with the observed data. 

 

Impact of factors on investment decisions of enterprises in the NSEZ 

The study uses the linear structure model to evaluate the suitability of the research model and test the 

relationships in the model. SEM analysis results show that Chi-square has a value of p = 0.000 < 0.05; Chi-

square/df = 2.006< 5; CFI = 0.917; TLI = 0.908 (all greater than 0.9); GFI = 0.825 > 0.8; RMSEA = 0.060< 

0.8. Thus, the results from the indicators of the SEM model once again confirm that the model is consistent 

with the observed data (Figure 3). 

Based on the standardized regression coefficients of the SEM model, we can evaluate the impact level of 

the independent variables on the dependent variable. The standardized estimation results of the parameters 

show that the factors: 1. The inherent advantages of the NSEZ; 2. Market factors; 3. Human resources; 4. 

Economic zone infrastructure; 5. The dynamism of local leadership; 6. Administrative reforms; and 7. 

Investment incentive policies all affect the decision of enterprises to invest in the NSEZ with impact levels of 

0.347, 0.119, 0.165, 0.173, 0.148, 0.104, and 0.174, respectively (Table 2). 

The results of testing the research hypotheses on the factors influencing the investment choices of 

enterprises in the NSEZ are as follows: 

Table 2. Results of hypothesis testing 

Hypothesis 
Influencing the investment 

choices 
Standardized S.E. C.R. P-value 

Hypothesis 

Results 

 
H1 

QD <--- LTSC 0.347 0.064 6.025 0.000 
Accepted 

H2 
QD <--- TT 0.119 0.050 2.469 0.014 

Accepted 

H3 
QD <--- NNL 0.165 0.057 2.955 0.003 

Accepted 

H4 
QD <--- CSHT 0.173 0.049 3.498 0.000 

Accepted 

H5 
QD <--- LDDP 0.148 0.048 3.015 0.003 

Accepted 

H6 
QD <--- CCHC 0.104 0.046 2.283 0.022 

Accepted 

H7 
QD <--- CS 0.174 0.070 2.697 0.007 

Accepted 

Source: Compiled from data analysis results 

Hypothesis H1: Available advantages of the NSEZ positively influence the investment choices of 

enterprises. 

The estimation results indicate a positive relationship between the inherent advantages of the NSEZ and 

the investment choices of enterprises in the NSEZ, with a standardized β of 0.347 and a standard error (SE) of 

0.064. This estimate is statistically significant with a p-value < 0.05. Therefore, hypothesis H1 is accepted. 

The research results also show that the inherent advantages of the economic zone have the strongest impact 
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on the investment choices of enterprises in the NSEZ. In other words, the more inherent advantages an 

economic zone has, the more it facilitates enterprises, thereby promoting increased investment by enterprises 

in the NSEZ, and vice versa. The results of this relationship are also similar to the conclusion from the study 

of Jarosław & Cicha (2021) that inherent advantages of an economic zone directly influence business location 

decisions. Another study by Ahn & Juraev (2023) also supported this conclusion when demonstrating that 

benefit from special advantages in seaports and transportation, making them attractive to investors. 

Hypothesis H2: Market factors positively influence the investment choices of enterprises in the NSEZ. 

The estimation results show that the hypothesis of a positive relationship between market factors and the 

investment decisions of enterprises is accepted, with a standardized β of 0.119 and SE of 0.050. This estimate 

is statistically significant with a p-value of 0.014 < 0.05 (Table 2). Therefore, hypothesis H2 is accepted. This 

means that market factors positively influence the investment choices of enterprises in the NSEZ, with the 

level of impact ranking sixth in the model. In other words, economic zones near input and output markets help 

enterprises increase revenue and generate high profits, thereby attracting more investors to choose the NSEZ. 

Previous studies by Zelbst et al. (2010); Jarosław & Cicha (2021); Lan & Viet (2018) shows similar 

conclusions that the formation of industrial clusters helps create a consumption ecosystem and supportive 

linkages, significantly influencing businesses’ location choices. 

Hypothesis H3: Human resources positively influence the investment choices of enterprises in the NSEZ. 

The estimation results indicate that local human resources have a positive impact and rank fourth in terms 

of influence on the investment choices of enterprises in the Nghi Son Economic Zone, with a standardized β 

= 0.165 and SE = 0.057. This estimate is statistically significant with a p-value < 0.05 (Table 2). Therefore, 

hypothesis H3 is accepted. It can be observed that human resources, labour skills, vocational training support 

policies, education levels, and local human resource development strategies play an important role in creating 

a favourable business environment to attract and retain investors. This conclusion is similar to the results 

showed from previous studies of Nackhavong & Thanitbenjasith (2020); Vu et al., (2020), confirmed that 

human resource affect investment decision of enterprises. 

Hypothesis H4: Infrastructure positively influences the investment choices of enterprises in the NSEZ. 

The estimation results indicate a positive relationship and the third strongest impact between infrastructure 

and the investment choices of enterprises in the Nghi Son Economic Zone, with a standardized β = 0.173 and 

SE = 0.049. This estimate is statistically significant with a p-value < 0.05 (Table 2). Therefore, hypothesis H4 

is accepted. It can be seen that inadequate and outdated infrastructure affects investment costs and creates 

barriers for investment activities. Poor quality infrastructure services directly impact the operations of 

enterprises. Hence, enterprises often prefer economic zones with good and convenient infrastructure capable 

of supporting their production and business activities. Along with transportation, systems providing electricity, 

water, and timely communication are also attractive advantages for investors. The conclusions from this study 

continue to support the results from previous studies by Vu et al. (2020); Jarosław & Cicha (2021); Lan & 
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Viet (2018); Lan & Sinh (2021); Hieu et al. (2021), that infrastructure development impacts investors’ 

decision. 

Hypothesis H5: The dynamism of local leadership positively influences the investment choices of 

enterprises in the NSEZ. 

The estimation results indicate that the dynamism of local leadership has a positive impact on the 

investment choices of enterprises in the Nghi Son Economic Zone, ranking fifth in influence (standardized β 

= 0.148 with a standard error SE = 0.048). This estimate is statistically significant with a p-value = 0.005 < 

0.05 (Table 2). Therefore, hypothesis H5 is accepted. The research results show that enhancing the governance 

capacity of local authorities is directly related to investment issues. Additionally, promoting, mobilizing, and 

raising awareness among various levels, sectors, localities, and the public about investment attraction policies 

fosters support from local residents for investors during project implementation. The role of local leadership 

in economic zones on attracting investment has previously been confirmed in studies by MacCarthy & 

Atthirawong (2003); Vu et al. (2020); Jarosław & Cicha (2021). The authors all came to the conclusion that 

the willingness and management skills of local leadership are crucial in attracting investment. Thus, if 

economic zones want to attract many investors, the dynamism of the leaders is extremely important. 

Hypothesis H6: Administrative reforms positively influence the investment choices of enterprises in the 

NSEZ. 

The estimation results indicate that administrative reforms have a positive impact on the investment choices 

of enterprises in the NSEZ, but with the lowest impact compared to other factors in the research model 

(standardized β = 0.104, standard error SE = 0.046). This estimate is statistically significant with a p-value < 

0.05 (Table 2). Therefore, hypothesis H6 is accepted. It can be seen that administrative procedure reform is 

considered a breakthrough in the reform of the national administrative system, meaning to transform the entire 

national administrative system. Administrative reforms are a demand of development and social progress. 

Reforming administrative procedures reduces costs for the government and facilitates investors, making it a 

tool to attract investment from enterprises to the NSEZ. These conclusions support previous research results 

by Michałek (2023); Lan & Sinh (2021), in which, Administrative reforms can reduce government costs and 

facilitate investors, thus being a tool for attracting business investments. 

Hypothesis H7: Investment incentive policies positively influence the investment choices of enterprises in 

the NSEZ. 

The estimation results indicate that investment incentive policies have a positive impact on the investment 

choices of enterprises and are the second most influential factor in the research model (standardized β = 0.174, 

standard error SE = 0.070). This estimate is statistically significant with a p-value < 0.05 (Table 2). Therefore, 

hypothesis H7 is accepted. Investment incentive policies not only create favorable conditions for enterprises 

to operate but also help them reduce costs. These policies are also tools for the government and local authorities 

to guide investments. The results of this study are also similar to the conclusions from studies by Nackhavong 

& Thanitbenjasith (2020); Dan (2016). Thus, to create real attractiveness for investors, in the future, Thanh 
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Hoa province needs more support activities and to propose more investment incentive policies to the 

government to create the best conditions for investment in economic zones and industrial parks in general, and 

the Nghi Son Economic Zone in particular. 

This section has detailed the investment landscape in the Nghi Son Economic Zone and the impact of 

various factors on SME investment decisions. The research findings highlight the significance of inherent 

advantages, market factors, human resources, infrastructure, local leadership dynamism, administrative 

reforms, and investment incentive policies in influencing investment decisions. The results provide valuable 

insights for policymakers to enhance the attractiveness of the Nghi Son Economic Zone and foster a conducive 

environment for sustained investment. 

 

LIMITATIONS AND FUTURE RESEARCH  

This study is limited in terms of sample size. Future research may be expanded in scope and sample size to 

include a wider variety of business types and wider geographic areas for a more comprehensive analysis. In 

addition, this study focuses primarily on current factors that influence investment decisions and may not fully 

take into account future changes in economic or policy conditions. Future research should look at longitudinal 

studies to observe how these factors evolve over time and their long-term impact on investment decisions. 

Furthermore, exploring the interaction between these factors and additional variables such as technological 

advancements and global market trends can help to gain a deeper understanding of investment dynamics in 

economic sectors. 

 

CONCLUSION  

This paper has analyzed and assessed the factors influencing enterprises’ investment choices in the NSEZ. The 

research data were collected through surveys of 185 enterprises within the EZ and 160 enterprises outside the 

NSEZ. The data were gathered, processed, and analyzed using SPSS 20 and AMOS 20 software, establishing 

a realistic SEM structural model. 

The study identified several key factors that significantly influence investment decisions in the NSEZ. The 

inherent advantages of the EZ and investment incentive policies were found to have the strongest impact on 

investment choices. This underscores the importance of leveraging natural and infrastructural advantages and 

implementing attractive policies to draw in investors. Additionally, human resources, the dynamism of local 

leadership, and infrastructure were also critical, highlighting the necessity for a skilled workforce, proactive 

governance, and robust infrastructure. 

 Based on these findings, this study proposed five groups of solutions to attract enterprises to invest in the 

NSEZ.  

Firstly, it is essential to promote the available advantages of the EZ by highlighting them to both domestic 

and foreign enterprises. Strengthening the linkage of enterprises within the EZ is also crucial, particularly by 
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focusing on investment promotion and management and targeting corporations and auxiliary companies that 

support large enterprises.  

Secondly, developing market-oriented solutions can help enterprises increase revenue, reduce costs, and 

achieve high profits, thereby attracting more investors. This includes supporting the development of 

processing, manufacturing, and high-tech industries, as well as implementing operational regulations for non-

tariff zones and logistics services. 

Thirdly, enhancing human resources is vital due to the current low qualification levels of the local 

population. This can be addressed by formulating and implementing a master plan for developing a network 

of vocational training institutions that meet enterprise requirements and conform to regional and international 

standards.  

Fourthly, improving infrastructure is crucial for meeting the production and business development needs 

of enterprises. Economic planning should favor enterprise development and attract large investors in industrial 

park infrastructure. Additionally, it is necessary to attract reputable international infrastructure investors and 

focus on land management, site clearance, migration, and resettlement. 

Lastly, strengthening preferential policies and local governance institutions is important. While EZs 

currently enjoy the highest investment preferential policies, the quality of local governance institutions also 

affects investment choices. Local governments need to implement dynamic policies to support businesses and 

develop support services, including public administrative and business support services. 

These solutions, if effectively implemented, can significantly enhance the attractiveness of NSEZ, driving 

sustainable economic growth in the region. The research findings from the Nghi Son EZ case study provide 

valuable insights that can serve as a reference for other economic zones in Vietnam because above factors 

identified as influencing investment decisions in NSEZ are also common factors of other economic zones to 

attract investors, especially recommendations on improving investment incentive policies and administrative 

reforms that benefit economic zones in general in Vietnam and can adapt to similar economic zones in 

developing countries. 
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