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1 Introduction

1.1 Background

Vietnam and the European Union had a good term of diplomatic relationship
since October 1990 (European Commission 2023a). From the diplomatic estab-
lishment year, Vietham has contributed to the development of the relationship
and trade with the EU through regional or international conferences and agree-
ments. Vietnam also ranked 15th of the largest trade partners of the EU in
2020. From the base of development, Vietnam and the EU have negotiated for
a free trade market, the European Union-Vietnam Free Trade Agreement. The
European Union-Vietnam Free Trade Agreement, also known as EVFTA, was
first negotiated in 2012 and the agreement came into action in 2020 after the
signature in 2019 (World Trade Organization, 2020). The European Union-Vi-
etnam Free Trade Agreement focuses on the trading activities of both partners,
including tariff control in both export and import and investment in service sec-
tors. From the agreement, both sides could cooperate in the sustainable devel-
opment of social and economic sectors alongside the expansion of the free

trade market.

The recent crisis with the unstable situation has led nations to find alternative
routes to enforce the strength of the domestic economies. Trade agreements
have increased in recent years, especially with the increase of resources for
reservation of nations during the Russia-Ukraine conflict and the recession of
global economy. The EVFTA has stood in as a way to develop the trade and co-
operation of Vietnam and the EU. To understand the context of the agreement,
advantages, and disadvantages, the thesis is conducted to study the Agree-
ment and its effects on both Vietnam and the EU. Thus, the thesis looks at the
effects of the Agreement on the economies of both sides as well as the benefits

of the agreement for companies and businesses.

1.2 Aim of the thesis



The aim of the thesis is to analyse the European Union-Vietnam Free Trade
Agreement and its effects on the economies of Vietnam and the EU. In the pro-
cess, the thesis will guide the readers from the theoretical base of international
trade to the analysis of the EVFTA. The thesis also provides an overview of Vi-
etnam’s and the EU’s backgrounds, both political and economic. From the per-
spectives of backgrounds, the analysis also views the potential benefits in local
markets of both sides that companies or businesses can have due to the Euro-
pean Union-Vietnam Free Trade Agreement. Case studies or articles will also

be provided to visualize the potential of the EVFTA.

1.3 Scope of the thesis

Since basic knowledge of international trade concepts is required, an under-
standing of newspaper information is also needed for readers to have a full view
of the study. The thesis is organized into three objectives. The first objective is
to define the concept of international trade and the reason for the trade agree-
ment of nations. The EVFTA overview alongside with highlighted protocols and
duties of Vietnam and the EU is the second objective. From the second objec-
tive, the thesis will move on to the identification of the effects of the EVFTA
through the related challenges and benefits for both Vietham and the European
Union as the final objective of the thesis. Case and article studies will be pro-
vided to give out the further insight of the given topic as well as connection with
the identification of the objectives. The scope of the thesis is summarized in the
following questions:

(1) What is the trade agreement?

(2) What is the EVFTA about?

(3) How the EVFTA effects on both Vietnam and the EU?

1.4 Research method

The thesis is made through studies, reports, and articles related to the Euro-
pean Union-Vietnam Free Trade Agreement and the economies of both sides.
The document of the agreement is the major source of information for the the-

sis. The thesis also cites articles or studies from reliable publishers and



newspapers. Hence, figures, tables, and appendices are guaranteed to be au-
thentic and reputable. The source of information is also followed the guideline
for references and citations to avoid the copyright violations towards to the stud-
ies. Furthermore, the ethical principles are followed for the collaborative for the

research and authorship of the thesis.

1.5 Outline of the thesis

The thesis is conducted in seven chapters. It starts with an introductory chapter
about the thesis, research purpose, and method. Chapter two is about the theo-
retical base of international trade and explains the need for trade agreements in
international trade. In chapter three, an overview of Vietham and the EU is ex-
plained through the political and economic sectors. From the backgrounds of
partners, chapter four goes through the Free Trade Agreement between Vi-
etnam and the EU with an overview and highlights of the agreement implemen-
tation by both Vietham and the EU. From the perspective of chapter four, chap-
ter five will be a SWOT analysis to indicate the benefits and drawbacks of the
EVFTA on trade partners. Through the SWOT analysis, the beneficial identifica-
tions for both sides’ companies and businesses are covered in chapter eight.

The conclusion is included in the final chapter.

2 Theory base

2.1 International trade concept

Trade is understood as the economic activities where people exchange different
products or goods for a benefit, which could be monetary benefit or product ex-
change. Due to the rise and development of different nations, international trade
has been developed as a concept of economic activities between countries. The
theory of international trade was developed by Ricardo, an English economist,
in 1817. As Ricardo explained in his theory, each nation has different ad-
vantages, whether it could be the raw materials or manpower, to compete on
the international market with other nations’ manufacturing and services. Each

nation will focus on the potential of their domestic resource to compete with the



others on the market while exchanging specialized products with others. As for
that case, comparative advantage has been created as a result of product ex-
change in market competition between nations. According to the theory devel-
oped by Ricardo (The Library of Economics and Liberty, 2023), comparative ad-
vantage can be understood as a lower-cost specialized production chain of a
nation that can be the odds to compete with the same kind of products from
other countries. By that term, a nation can trade in their specialized commodi-
ties for what they are lacking within the domestic market. For example, two na-
tions A and B with two products, wood and steel, with the same working hours.
Provided table below (Table 1) is about the production rate of country A and

country B, which is calculated in units per hour.

Wood Steel
Country A 8 32
Country B 5 10
Table 1. Production rate of two nations

In the provided table of product amount of the two nations, country A has the
absolute advantage with more wood and steel produced than country B. For the
comparative advantage between two countries, the opportunity cost is deter-
mined in the first place. Shown in Table 2 is the opportunity cost of two goods
from two nations. The opportunity cost of country A is 1 unit of wood is equal to
4 units of steel and 1 unit of steel is equal to 0.25 unit of wood. At the same
time, 1 unit of wood from country B is the same as 2 units of steel produced
while 1 unit of steel costs 0.5 units of wood.

Opportunity cost of | Opportunity cost of

wood measured in steel measured in

units of steel units of wood
Country A 4 0.25
Country B 2 0.5

Table 2. Opportunity cost for each product of the two nations



According to Ricardo’s theory of comparative advantages, comparative ad-
vantage is created when there is a lower opportunity cost in the same produc-
tion lines between nations. With that theory and Table 2 of the two nations’ op-
portunity cost, country A has the advantage in steel production cost in compari-
son with the production of steel in country B, 0.25 of A compared with 0.5 of B,
while country B enjoys a comparative advantage in wood production, 2 of B with
4 of A. In that way, two countries can specialize in their industries and trade for
the other product for a better price. For instance, country A has a comparative
advantages in steel, and they make a trade for wood from country B, which can
exchange 1 unit of steel for 0.5 unit of wood. This act will sharply increase the
amount of wood units of country A better than domestic production, from 8 cre-

ated units of wood to 16 traded units of wood.

Due to this reason, the comparative advantage and the specialized industry of a
nation have created the core of trading activities throughout the world. However,
nations still want to improve or protect their local industries for domestic market
development. Due to that, the idea of protectionism has emerged to support lo-

cal development.

2.2 Protectionism and Free Trade

2.2.1 Protectionism

Protectionism can be understood as the method to secure the domestic market.
The method for the protection of the domestic market can be referred to as tar-
iffs or customs control. For protectionism, the local market will be under the pro-
tection of the government from the imported product or competitive market. Ac-
cording to Bhagwati (The Library of Economics and Liberty, 2023), protection-
ism could become a “double-edged sword” for a nation’s economy. Protection-
ism could be a barrier to the nation’s economy due to restrictions on import and

export activities. Yet, protectionism could be the method to protect the domestic
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market from imported foreign products with tariffs or subsidies to enhance the

competitiveness of domestic companies to the imported products.

The arguments about protectionism have been ongoing for a period. As an ar-
gument for the necessity of protectionism, the domestic market must secure the
development of the local industries or markets, which is also known as the in-
fant industry argument. This argument focuses on the development and neces-
sary measurement for newborn domestic industries, which can be harmed by
importing products from foreign nations. In most cases, the leading industries or
rising businesses are under the protection of the government from sovereign
competitors. These industries are given spaces to develop large enough to sur-
vive or compete with foreign competitors for a stand in the domestic market.
From the argument of the infant industry, the idea of securing employment for
local industries has developed to support protectionism for the domestic market.
Not only to enforce the economic strength of the nation but the local employ-
ment could also be protected from the low-cost labor competitors to maintain

their positions to the business.

However, international trade and comparative advantages between countries
have been arguments against protectionism. The governments have limited re-
sources to focus on specific industries and this situation turns into a gamble to
choose the most suitable fledgling industry for protection. Sunset industries also
follow the cycle-life of the product, which is new and emerging industries will re-
place the old ones. Thus, new industries or businesses can develop alongside
the current flow of economics with their innovative adaptation without interven-
tion from the government. This is true in the case of developed nations such as
the United States or China. In the case of developing countries, the strength of
political powers and the capital market is limited. Due to that reason, the protec-
tion policy for the sunrise industries can be taken for further discussions for the
necessary protection in developing countries. This action could cause on the
lacking in progress of identification for the industries in seek for the protection
as well as the budget amount for the framework of the protection.
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2.2.2 Protection methods

For protectionism, there are methods to control the import flow to the domestic
market. Tariff is the first method to be used to apply protection to the domestic
market. According to the European Commission (2023b), the tariff is a custom
duty or import tax that will be imposed on the specific imported products under
the percentage for the value of the products or in a specific price. With the effect
of the tariff, the imported products have to increase the price or decrease the
quantity to control the revenue, which creates a development area for the do-
mestic market. The locals will witness an increase in domestic supply and em-

ployment rate as well as government revenue due to the implied taxes.

Apart from the tariff, subsidies can also be used as a key to boost domestic
products against imported products. The subsidy can be understood as paid
money, investments, or aid from the government or related organizations to re-
duce the cost of production and the price, as defined by the Oxford Dictionary of
Economics (2023). The cost of the domestic products with subsidy will be con-
sidered lower than the normal price of the international market with the same
product. Thus, this action would increase the sales of the domestic products on
the market while the imported products would be cut down to control the price

against the local ones.

Another method for market protection is quota. According to Britannica Money
(2023), quotas are known as imposed limits on the quantity of trade goods or
services in the domestic market. The restrictions will affect both demand and
supply of the commodity through the fixed quantity of trade. To return the reve-
nues, the suppliers will have to set a rise in price due to the limitations accord-
ing to the quotas. Thus, quotas can be negotiated to reduce the restrictions an-
nually. Through the implied quotas, nations can control the competition within
the domestic market and ensure that the imported products do not overwhelm

the domestic products.

Still, nations take different measures to protect their domestic industries and lo-

cal markets from the cheap labor market or mass production. However, some
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countries will make a deal with other trade partners based on the diplomatic sta-
tus and the relationship between their economies. It is when the trade agree-

ment steps in to supply a free trade area for participants.

2.2.3 Trade Agreements

According to Britannica (2023), free trade, also known as laissez-faire, is a pol-
icy or agreement between countries or governments to create a trading market
without any economic barriers, such as tariffs or related import taxes. However,
countries still control the trading taxation even if they are in a free trade agree-
ment with each other. From the point of view of Ricardo’s comparative ad-
vantage theory, the free trade agreement is the method for nations to trade with
others without any barriers and each country can focus on its specializations.
Thus, the domestic market can also develop its diversity in production to meet
the change or trends of demand with a better price while enhancing domestic
specialization skills. However, the free trade area could cause damage to local
employment with the loss of business due to the enormous amount of alterna-
tive imported products to the domestic market. Furthermore, the dependence on
the international market could create a strategic drawback to the domestic mar-
ket if there is a global recession occurring at that time. Yet, governments and in-
ternational organizations understand about two sides of the free trade agree-
ment and free trade still creates opportunities for the development of domestic

markets.

3 EVFTA partners’ backgrounds

3.1 Vietnam background

3.1.1 Politics of Vietham

Vietnam, also known as the Socialist Republic of Vietham, is a nation located in
Southeast Asia with a single political party: The Communist Party of Vietnam
(CPV). Due to the control of a single party in the government, Vietnam is known
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for the restricting of free speech and information controls on the internet. Ac-
cording to the World Bank (2023), the voice and accountability index of Vietnam
had seen at the rate of -1.31 in 2021 and ranked 168" in the world rank of free
speech. Thus, the corruption control of Vietham was inspected at -0.31 in 2021,
which is considered the rank 97 out of 191 (The Global Economy, 2022a). De-
spite all the facts, Vietnam is still considered a nation with a stable political and
societal structure. The corruption control index of Vietnam has spotted a de-
crease in recent years, -0.55 in 2018 had decreased to -0.31 in 2021 (World
Bank, 2023). Thus, the stability of politics has remained around the rate of 0
and -0.1 in five recent years which makes Vietnam ranked in the top five nations
with political stability in the Southeast Asia region. As a result, Vietham has at-
tracted more political powers toward them through the stability of the domestic

political power.

Vietham was once isolated from the world after the Vietnam-Sino War and reo-
pened with the “Doi Moi” reform and diplomatic relationship establishments with
the international market in 1986. For the diplomatic relations, Vietnam has un-
derstood the position and the geography of the nation on the international
stage. To maintain the stability of the nation, Vietnam has developed and ap-
plied the “bamboo” policy to balance foreign relations. Focusing on self-reliance
and cooperation development, Vietham stays on neutral terms with full respect
towards international laws as well as develops different strategies to keep the
partners at bay with comfortable. As stated by Chongkittavorn K., Economic Re-
search Institute for ASEAN and East Asia (ERIA) senior communications advi-
sor (Bangkok Post, 2023); Vietnam has developed relations at a quick pace and
created connections with new partners and even old “foes” since the participa-
tion of Vietnam in Association of Southeast Asian Nations (ASEAN) in 1995.
From that, Vietham has become a member of many international associations
and organizations such as the World Trade Organization (WTO) in 2007, Inter-
national Monetary Fund (IMF) in 1956, and Asia-Pacific Economic Cooperation
(APEC) in 1998 while the nation controls the balance of four superpowers at the
respectful relationship. At the current period, Vietham has developed its partner-
ship with the United States (US) to a comprehensively strategic partnership, the
highest partnership rank in Vietnam’s foreign affairs, in September 2023 along-
side China (2008), Russia (2012), India (2016), and South Korea (2022) despite
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the current and rising of West-East confront, in both politics and economic, with

the trade war of China and the United States as an example.

3.1.2 Vietnam’s Economy

After the Doi Moi reform in 1986, Vietham started to develop its domestic indus-
tries and economy for the international market. In the recent period, Vietnam
has been considered one of the rising stars in the Asia region and the fastest-
developing nation in Southeast Asia. The Gross Domestic Product (GDP) of Vi-
etnam has calculated at 408.8 billion US Dollars with the GDP per capita is at
4163.5 US Dollars in 2022 (World Bank, 2023). Despite the epidemic of COVID-
19 and the global recession, Vietham has a miracle rate of GDP growth, with a
growth rate of 2.9% in 2020 and 8% in 2022, shown in Figure 1 is the growth
rate of Vietnam in different periods (World Bank, 2023). According to the Inter-
national Monetary Fund (IMF, 2021), Vietham was considered a decisive na-
tional strategy to confront the epidemic by restricting the movement and creat-
ing necessary isolation. As a result, Vietnam was considered as one of nations
with a positive growth rate with China while the other nations in Asia stood on
the track or even had a negative growth rate in 2020 (Appendix 1). With a good
starting point in the epidemic of COVID-19, the growth rate of Vietham slightly
decreased to 2.6% in 2021, the period when COVID-19 hit the hardest in the
domestic market but boomed sharply to 8% in 2022 (World Bank, 2023). Ac-
cording to the World Bank (2023), Vietham has led the economic growth rate
with 8% with other East Asian nations such as Malaysia (7.8%), Philippines
(7.2%), and Indonesia (5.2%) while the world average growth rate has been at
2.9% in 2022. Vietnam also had the lowest rate of inflation, calculated at 3.5%
and ranked 136 of 148 countries with the highest rate of inflation at the top, and
the stable low rate of unemployment, at 1.9% in 2022 ranked 167 of 176 nations
(Global Economy, 2022).
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Series : GDP growth (annual %)
Source: World Development Indicators
Created on: 11/13/2023

Figure 1. Vietnam’s GDP growth rate from 2013 to 2022. (Source: World Bank.
2023)

The trading market of Vietnam gained more advantages through the rise of the
domestic economy. The export of Vietnam reached 335.8 billion US Dollars
while the import was seen at 330.8 billion US Dollars in 2021, according to
World Integrated Trade Solutions (2023). Due to the policy of foreign affairs, Vi-
etnam had opened the market for any trading partners in any regard. China and
the United States are known as the main players in Vietnam’s market since they
are among the biggest exporters to the local market as well as the largest cus-
tomers for Vietnam’s export products. Vietham opens the market for advanced
digital technologies, fuels, and merchandise products. In exchange, Vietnam
provides manufactured machinery parts, textiles, and agricultural products.
From the epidemic of COVID-19 to the current global situation, Vietnam has
proved safe and neutral enough for any international manufacturers or organi-
zations, such as Dell, Apple, and Microsoft, to shift the manufacturing chain to
this nation (Financial Times, 2023). Since the economic war between China and
the United States and the rising tensions in geopolitics, Vietnam has attracted
more foreign direct investment to the nation with over 23 billion US Dollars in
2022 from Japan, Singapore, and China (Financial Time, 2023). With the aid of
the ‘bamboo’ policy and more trading partners in the local market, Vietham has

much room for development through the trading section.
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3.2 European Union background

3.2.1 Politics of the European Union

The European Union or the EU is the largest political system in the world. After
the Second World War, the European nations came up with an idea for an or-
ganization with economic support and cooperation. In 1958, the European Eco-
nomic Community was formed by six nations; Belgium, Germany, France, Italy,
Luxembourg, and the Netherlands; to support the economy and the cooperation
between nations. From that time and after many reforms and membership regis-
tration, the European Union was created in 1992 and the members have been
spotted in 27 nations after Brexit on 31 January 2022 (European Commission,
2023c). The system of the EU has a complex structure since the work is the co-
operation of 27 member states as well as the executive orders. The structure of
the Union is based on four orders: Executive, Legislative, Judicial, and Finan-
cial; each will be elected or appointed from the higher order, yet the citizens of
the EU will be the core of the election not only for their national government but
also for the Parliament of European and the European Council (Appendix 2).
The value of the European Union is based on human rights, equality, and de-
mocracy as the founding core of the Union and the aim of the organization is to
enhance the sustainability of the development as well as promote the well-being
of citizens (European Union, 2023). Based on the values of the EU, the Euro-
pean Union’s voice and accountability were calculated at the average of 1.08 in
2021, which is higher than the world average of -0.03, with Finland as the high-
est rank with 1.62 points at the same time, according to the Global Economy
(2022d). Thus, the stability of government in the EU was spotted at the average
of 0.74 in 2021 but there is a diversity in the quality and the stability of the gov-
ernment. According to the European Commission (2021), the Central and Nor-
dic nations proved to be at the top of the government quality with an index of
quality over 0.7 points while the West European nations were at an average of 0
to -0.5 points. The East European nations, however, were at the low points of
the quality index since most of them were around or under -0.5 points (Appen-
dix 3). Thus, the tensions between nations in the EU have risen recently be-

tween the member states due to the current global recession as the Russia-
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Ukraine crisis and refugee flow control. The case pointed out the argument be-
tween Hungary and the EU on the terms of refugee laws and aids to Ukraine
has been rising in the recent period since Hungarian government claimed the
rights for the objection while questioned the threats to the domestic market of

both Hungary and the EU, according to Vinocur (2023).

The European Union follows a set of rules known as common foreign and secu-
rity policy (CFSP) when it comes to foreign affairs. The policy is represented
through the diplomatic minister of the EU and the responsibility of foreign rela-
tionships is under the authority of the European Commission through the Euro-
pean External Action Service (EEAS) (European Union, 2023). Focusing on the
Treaty of Lisbon, the EEAS operates the diplomatic representations of the EU in
over 140 nations as a form of partnership enhancement alongside with States
members' embassies in the related nations. With the help of representation of-
fices, the European Union hopes to aid the host nation in both political and eco-
nomic ways and develop human rights through cooperation (European Union,
2023). However, the diplomat of the EU has been tested and criticized recently
after Brexit started in 2016 (Council on Foreign Relations, 2022). The migration
crisis as well as the rising tensions after the China-America Trade War in 2018
caused the diplomatic structure of the EU tested, especially during the COVID-
19 epidemic and the Ukraine-Rusia crisis. Yet, the EU is on the search for an al-
ternative path to solve the rising conflict to the value of its diplomats or at least

to calm down the tension within the Union.

3.2.2 The European Union’s economy

The economy of the European Union is a joint market of 27 member nations
with an open market and cooperative trade. The GDP of the EU was calculated
at 16.64 trillion US Dollars with the GDP per capita at 37149.6 US Dollars in
2022, based on World Bank (2023). The growth rate of the European Union was
spotted at 3.5% in 2022, which is above the average world growth rate (2.9%) in
the same period. The unemployment rate within the EU has decreased to 6.1%,
which is a good sign of employment control, despite the rate being higher than

the world average of 5.8% in 2022. However, the affection of the global
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recession has impacted the domestic market of the European nations. The infla-
tion rate has gone up to 8% in 2022, according to the World Bank (2023). Ac-
cording to Filip and Setzer (European Central Bank, 2023), the struggle of the
international logistic chain and the rising of energy prices alongside the imbal-
ances of the post-pandemic have deepened the situation. Due to the high infla-
tion and unemployment, the European Union also seeking a solution for the de-
industrialization that occurred recently within the member nations, such as

France and Germany.

Based on the foreign relationship policy, the European Union developed a com-
mon commercial policy that applied to its member nations as a unified market
(Council of Foreign Relations, 2023). Through the policy, the EU is considered
one of the largest markets on the international market with a share of 14% of
the world’s trading goods (European Commission 2023a). The total trade of the
EU was calculated over 5 trillion US Dollars in 2021, with 2.58 trillion US Dollars
in export and 2.51 trillion US Dollars in imports (World Integrated Trade Solu-
tion, 2023). The main partners for the EU market include China, the United
States, and Switzerland in the trading market. For the products, the EU exports
advanced technologies, such as car or automobile equipment, and medical
products while fuels, textiles, and machinery parts are the main for the importing
activities. Yet, the European Union is seeking an alternative trading route due to
the global recession and the struggle of the supply line in the domestic market.
The tensions between the West and the East have pushed the EU trading com-
missioners to find a solution for the current situation, especially to shift the trade

to a new promising market.

3.3 The European Union and Vietnam relations

Vietnam and the European Union started the relationship in October of 1990 as
the establishment of the diplomatic relationship. Vietham and the European Un-
ion had advanced the relationship toward diplomatic cooperation in 1995 and
1996. In 2012, the EU-Vietnam Framework Agreement on Comprehensive

Partnership and Cooperation was enacted as the mark of the strengthened
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relationship between Vietnam and the European Union (European Commission,
2021). With the advance of the partnership between Vietnam and the EU, both
sides have cooperated in different industries, including business, politics, and
technology, based on the signed framework. Furthermore, Vietnam and the EU

support each other in the field of security and during the COVID-19 as well.

Vietnam also acts as a key member of the Associations of South-East Asia Na-
tions (ASEAN) in the enhancement of diplomatic between the EU and ASEAN.
According to the European External Action Service, Vietnam was the active key
in strengthening the relationship between two different regions. Vietham was
one of the founders of the Asia-Europe Meeting (ASEM) in 1996. Since then, Vi-
etnam has cooperated with other members of ASEAN to hold different confer-
ences and meetings between Europe and Southeast Asia.

Vietnam among the EU's main partners for trade in goods, 2021
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Figure 2. Vietnam among the EU main’s partners for trade in goods, 2021
(Source: Eurostat. 2023)

The trade pact between Vietnam and Europe has risen since the relationship di-
ploma in 1990. Currently, Vietham stands as one of the top 20 trade partners of
the EU in both export and import activities in 2020, shown in Figure 2 (Eurostat,
2020). The total trade from the EU to Vietnam has reached 49.154 billion euros
in 2021, according to the European Commission (2021). The import has
reached 38.514 billion euros in 2021, increasing 11.5% compared to 34.5 billion
euros import trade in 2020. Hence, the exports have grown 21.4% between
2020 and 2021, from 8.8 billion euros in 2020 to 10.6 billion euros in 2021.
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From the EU perspective, mechanical products, electrical equipment, and phar-
maceutical goods are the main products for export activities with Vietnam. In
contrast, Vietham’s agricultural products such as coffee or seafood alongside
furniture and electronic products are considered Vietnam’s main exports to Eu-

rope.

4 European Union and Vietnam Free Trade Agreement
(EVFTA)

4.1 Overview of EVFTA

The idea of the Free Trade Agreement between the European Union and Vi-
etnam started in October 2010 with the negotiation between the Prime Minister
of Vietnam and the President of the European Commission. The negotiations
between the two partners had been going on for 8 years for delays in decisions,
conferences, and negotiations. In October 2018, the EU released a memo
about the Agreement with Vietnam and officially adopted the European Union-
Vietnam Free Trade Agreement (EVFTA) and Investment Protect Agreement
(IPA) at the same time. In June 2019, the approval from the EU side was
passed and the Free Trade Agreement was signed at the same time. After the
signature, the Agreement came into effect on February 12t 2020, which hap-
pened after Brexit. (Nhan Dan, 2019)

The Free Trade Agreement aims the trade in goods, quotas elimination, and for-
eign investments between Vietnam and the EU. Thus, the aim of the agreement
takes on public procurement and intellectual property rights for the EU in Vi-
etnam and vice versa. Based on those terms, the agreement between Vietnam
and the EU will eliminate the tariffs and quotas on both sides, which will be 99%
tariff-free sections in 2030, according to the memo for the agreement (European
Commission, 2018). The EVFTA is also seen as a chance for culture exchange
with local products for both partners. Through the exchange of culture, market
expansion can be made to enhance the stability of the trade between Vietnam
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and the EU. Hence, the trade agreement also allows private companies can
form contracts with state-owned enterprises in public sections. Through public
support, the partners of the agreement can help each other to develop a stand-
ard of social alongside the security of foreign investments (European, Commis-
sion, 2018). The Agreement provides full insight into the legalization and duties
of Vietnam and the European Union in 17 chapters with 2 protocols for label
definition and customs matters. Based on the agreement, Vietham and the EU
have terms of duties and tasks to deal with and to win from. The EVFTA will act
as a part of the regulations in trade for both Vietham and the European Union
until both sides require for a further advancement in the change for the agree-

ment.

4.2 Highlights of the Free Trade Agreement

4.2.1 Vietnam side

On the side of Vietnam’s trade, the barrier elimination for the imported products
from the European Union’s member nations will be 48.5% of the tariff lines in
the entry year of the agreement. Vietnam will eliminate 91.8% tariffs and quotas
in 7 years from the entry year of the agreement and focus on the rate of 98.3%
tariff-free products by 2030, which is 10 years since the enforcement of the free
trade agreement. However, the quotas for specific products such as gasoline,
motor components, or cigarettes will be still under the restrictions based on the
World Trade Organization commitments. This is all the case unless a special
road map for barrier lifting will be required. (World Trade Organization, 2020).
According to the EVFTA document (World Trade Organizations, 2020), indus-
trial products, chemical goods, and fuels are the main products that Vietnam fo-
cuses on the tariff elimination. In industrial sections, electronic devices will be
eliminated from 61% of the tariff lines in 2020 and reduced to 0% within 10
years from the activation of the agreement. For vehicle components, the tariff
duties will be eliminated in 7 to 10 years from the entry year. However, the tariff
eliminations can only be applied for stated components for cars and motorcy-
cles in the official document of the agreement, others than the specific in the

document shall require a special plan for barrier reductions or still commit to
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applied tariffs. For the chemical substances, 70% of the products and the re-
lated ones will receive free duty for importing based on the agreement. Hence,
the other 30% of the products will be scheduled for tariff reduction in the next 7
years. Medical products from the EU will be removed from tariff barriers in 2020
with 71% of the pharmaceutical products. Meanwhile, the other 29% of the
medical products will be scheduled to reduce the tariff in 5 to 7 years from the
entry year of the agreement. The imported petroleum to Vietnam will also be re-
duced to tariff-free in 2030. Vietnam also makes tariff reductions on imported

agricultural products and raw materials from the European Union as well.

In the agricultural sector, meat products will receive different tariff reduction
schedules based on the types of products: beef will be lifted from the tariff list in
2023, pork will be in 2027 for frozen products, and chicken will be on the long-
est term for the reduction till 2030. 44% of dairy products, including milk, will be
free from tariff after 3 years since the activation of the agreement and the re-
maining of the products will be scheduled for tariff reduction after 5 years. The
beverage will also be lifted from tariff barriers after 7 years for wines and hard
liquors. Yet, beer products will be scheduled for a special roadmap for custom
duties reduction for 10 years. For raw materials for clothing, 80% of products
will be free from the import tariff at the entry year of the agreement while the

other 20% will be scheduled for reduction after 3 to 5 years.

As a part of the trade, Vietnam made an agreement to eliminate the export tariff
toward domestic exporting products. According to the EVFTA (World Trade Or-
ganizations. 2020), however, Vietnam has the right to maintain the exporting
taxes of 57 tariff lines of reserved products, such as granites, crude oil, and
gold. The duties with high export tariff lines will be set at 20% within 5 years
with the exception of a 10% tax on manganese ore. Except for reserved prod-
ucts of Vietnam, other products will be lifted from export tariff within 15 years

from the entry year of the agreement.

The trading technical barriers will be reduced because of the European Union-
Vietnam Free Trade Agreement and the Technical Barriers to Trade Agree-
ments of the WTO, which is a legal requirement for a set of quality products. On
the side of Vietnam, the acceptance of “Made in EU” labels alongside specific

product origin locations had been considered within the agreement. Thus,
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Vietnam looks forward to reducing the customs procedures and the export/im-

port licensing process as a part of non-tariff barriers with its partner.

In service and investment terms, Vietham commits to open for the investment
flow from the EU on the equal with the partners of Vietnam’s activated Free
Trade Agreement, such as the UK, China, or South Korea (World Trade Organi-
zations. 2023). Apart from the listed 50 sectors in service for WTO members,
Vietnam also opened 6 more sectors in service; including bank, delivery, and in-
surance service; for the European Union to invest in, according to the EVFTA
document (World Trade Organizations, 2020). Vietham is also willing to open
more in manufacturing sectors for the EU investment alongside restrictions re-
duction in the machinery industry in some fields such as agricultural machinery,
marine engines, and home appliances. Hence, Vietnam allows the EU to sup-
port public sectors as well as state-owned enterprises. With the form of con-
tracting, Vietnam can gain the EU assessment to energy companies, public

hospitals, and infrastructure companies for further development.

In terms of intellectual property, both Vietham and the EU are consistent with
the protection of intellectual products, such as inventions, copyrights, or geo-
graphical indications. Vietnam agrees to protect 169 geographical indications of
the European Union in good condition, according to the EVFTA document
(World Trade Organization, 2020). Thus, Vietnam provides data protection for

pharmaceutical products and the transparency of domestic subsidies.

4.2.2 The EU side

For the import activities of the European Union, 85.6% of the import tariff im-
plied on Viethamese products will be eliminated at the time the agreement was
in effect, according to the World Trade Organization (2020). The EU plans to re-
duce 99.2% tariffs on imported Vietnamese products within 7 years since the
entry years. Hence, some specific products would be controlled under the tariff

rate quotas to join the open market based on the Free Trade Agreement.

According to the EVFTA document (World Trade Organization, 2020), the tariff

commitment toward Vietnam’s export products to the European Union is divided
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into two groups: The agricultural-aquatic products group and the industrial
goods group. For the group of agricultural-aquatic products, each product has
specific schedules or plans for tariff reduction. The aquatic products would re-
ceive 50% reduction in tariff lines in 2020 while the remaining 50% will be elimi-
nated in the range from 3 to 7 years since the entry of the agreement. However,
canned tuna and fish balls products get the exception with the quota of 11500
tons of canned tuna and 500 tons of fish balls to receive the 0% tariff lines.
Rice, sugar, and some other agricultural products also share similarities with
aquatic products regarding the quotas requirement. Vietnamese rice receives a
total of 80000 tons for the free tariff importing quota to the EU market with the
specific details for different types of rice: 20000 tons of unmilled rice quota,
30000 tons of milled rice, and 30000 tons of fragrant rice. Yet, rice products
would be implied with duties free after 3 to 5 years while broken rice would be
received after 5 years. The mechanism of the quota implies sugar products with
10000 tons of free-duty white sugar and 10000 tons of quotas for high-content
sugar products, which are products with over 80% content of sugar. The other
products, such as garlic, sweet corn, mushrooms, and ethyl alcohol, also imply
the quota mechanism with a minimum of 350 tons and a maximum of 30000
tons. However, coffee, natural honey, and vegetable products have received

tariff elimination after the agreement into effect.

For industrial products, the tariff lines would be reduced only without any imple-
mentation of quota mechanism. Clothing products would receive tariff reduc-
tions in a schedule of 3 to 7 years. In the entry year of the agreement, 42.5% of
textille’s tariff lines and 37% of footwear’s import duties would be eliminated af-
ter the activation of the agreement. Wood and wood products would be elimi-
nated tariff barriers for 87% of the products while 17% of products would re-
ceive the free tariff based on a plan of 3 to 5 years after. For electronic products
and components, 74% of tariff lines would be reduced immediately on the entry
year and the remaining products would be scheduled for tariff reduction accord-
ing to a roadmap of 3 to 5 years. Other manufactured products would also re-
ceive a tariff reduction on the entry year of the agreement.
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For export tariff elimination, The European Union agrees on the exportation tax
reduction with no exceptions or reservations, which is different from Vietnam’s
case for reservations. In this case, the European Union would face export tariffs
from Vietnam based on the list of 57 reserved products with current export du-
ties and according to the reservation case of Vietnam. Yet, the technical barri-
ers from the EU side would be considered for general authority and inspection
of the Sanitary and Phytosanitary Measures (SPS) control systems. This tech-
nical barrier is agreed upon by both sides to ensure the application of the stand-
ards and regulations of the EU market on specific products, especially animal

and plant products.

In Service trade and investment, the European Union’s commitment is consid-
ered the highest level of representation in recent Free Trade Agreements of the
EU. The Foreign Direct Investment flow of the EU can access service sectors,
manufactured sectors, and state-owned enterprises of Vietnam. According to
the EVFTA document (World Trade Organization, 2020), The EU also invests in
pharmaceutical enterprises in Vietnam as a method to facilitate the trade be-
tween two partners. The European Union has the right to invest in pharmaceuti-
cal companies and participate in pharmaceutical bidding packages. However,
the retail or wholesale activities of products will be controlled by the companies
only and products will be sold at the licensed distributors. For the public sector,
The EU will provide technical support for Vietnam for auctions for contracting

and data protection for contracting.

Regarding intellectual property, Vietham and the EU both have laws protecting
creative works including copyrights, innovations, and geographical indications.
The European Union has committed to maintaining 39 Vietnam geographical in-
dications in good shape, as stated in the EVFTA agreement (World Trade Or-
ganization, 2020). As a part of the term, the geographical indication will be the
key to promoting agricultural products and affirming Vietham’s brands in the EU

market.

5 SWOT Analysis
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The European Union — Vietham Free Trade Agreement creates a potential route
for both Vietnam and the EU to export and import activities. From the overview
of the EVFTA document, the Strength-Weakness-Opportunity-Threat analysis is
conducted, shown in Table 3, to identify the effect of the agreement on both
sides. The analysis will view both sides’ advantages and disadvantages with the
insight from the document of EVFTA. Thus, the opportunities and threats from

the agreement are analyzed to fully understand the effect of EVFTA on both

markets.
STRENGTHS WEAKNESSES
e Enhance the trade. e Unbalancing the terms
e Tariff/non-tariff reduction ¢ Market dependence
e Cooperated development ¢ Product sustainability
OPPORTUNITIES THREATS
e Emerge open market. o Political criticism
e Increase FDI flow. o Customers' adaptation/atten-
tion

Table 3. SWOT Analysis Table of the EVFTA

The European Union-Vietnam Free Trade Agreement can create advantages
for both European and Viethamese markets through the Free Trade Agreement.
Trade enhancement is considered an advantage of the Free Trade Agreement.
With the opening of the market, both Vietnam and the EU can develop their
trading activities with import and export activities can improve through tariff re-
duction on both sides. Through the tariff reduction, the trading activities of Vi-
etnam and the European Union members have improved just one year after the
EVFTA came into effect. According to the European Commission (2023), the to-
tal trading flow of the EU has reached 64.2 billion Euro in 2022, which will rise
76.5% compared with 49.1 billion Euro of total trading flow in 2021 and 67.4%
from 43.3 billion Euros of total trading flow in 2020. On Vietnam’s side, the ex-
port has increased 16.7% in comparison with the last year, 45 billion US Dollars
in 2021 with 46.83 billion US Dollars in 2022, according to the World Trade Or-
ganization (2023). Thus, the EVFTA also provides a good scheme for the EU
members to cooperate with Vietnam in different sectors. Through cooperation,
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participants of the Free Trade Agreement can strengthen the diplomatic rela-
tionship between partners. From those advantages of the agreement, opportuni-
ties can be found for both sides. From the tariff-free article, both markets can
emerge as open markets for better trading. Businesses from two partners can
buy products from each other at better prices or develop innovative manufactur-
ing chains. Thus, The EVFTA enforces and protects the flow of investment be-
tween two partners, especially from the EU to Vietham. From the increasing in-
vestment flows, economic development would take place easily through the pro-

tection of the agreement.

Despite the advantages and opportunities, the EVFTA could bring, there are still
backward of the EVFTA as well as potential threats to both Vietnam and the EU
markets. Despite the agreement creating the open market, the EU still main-
tains some quotas and quality control systems for Vietnam’s export products.
On the other side, Vietnam keeps the export tariff to reserved materials and
products for national reservation quantity control. Thus, the agreement can
cause dependence on the foreign market over the domestic one, especially on
the side of the European Union. Vietham’s low-cost products with cheap labor
can cause the shortage in the EU domestic industries. For the side of Vietnam,
the government considers the highly competitive between the sunrise industries
against the foreign investment enterprises in the local market. From that view,
product sustainability would be in high competition for attention and adaptation
within the markets of both. Based on the disadvantages of the Free Trade
Agreement, threats could be pointed out from both Vietham and the EU mar-
kets. Some criticisms have come from the EU member nations toward Vi-
etnam’s mono-political system and free speech issues, and some were against
the agreement with Vietham based on political mindsets. Another identified
threat to the success of the EVFTA is the competitiveness in the domestic mar-
kets of partners. With the opening of the market access, businesses from the
EU and Vietham would experience challenging competition for a stand on the
domestic market, in both price, quality, and quantity. This could cause pressure
on local companies to form a new strategy for the EVFTA adaptation and mar-
ket competition. Hence, the global recession has pushed consumers in both

markets to consider more before purchasing. According to McKinsey &
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Company’s survey in 2022, 58% of European consumers worried about the ris-
ing price of the market and almost seven out of ten respondents had to cut
down their shopping frequency. From that perspective, Vietnamese businesses
would consider more on the price strategy which could use the potential of the
EVFTA to adapt to the EU market, for example.

6 Potential Analysis of the EVFTA

6.1.1 Vietnam side

The European Union-Vietnam is a good aid for Vietnamese businesses or com-
panies, especially in the agricultural sectors, to lift some barriers or restrictions.
In terms of the agricultural sector, Yellow Card from the EU on Vietnamese
aquatic products and seafood is one of the cases to be solved. According to
Mai Hoang Vu (Nhan Dan. 2023), the Yellow Card is the term for restriction
against Vietnamese fishing activities that violate the lllegal, undeclared, and un-
regulated (IUU) fishing rules. Due to the effect of the Yellow Card given by the
European Commission, seafood products profit decreased 10%, calculated to a
decrease of 43 million US Dollars, in the period of 2017-2019. At the same time,
the export turnover of aquatic products to the EU was also affected by the re-
strictions with 13% decrease in the total. Thus, the export turnover of seafood to
the EU market also decreased by 5.7% more in 2020, which made the EU the
second significant market for aquatic products down to the fourth rank as Vi-
etnam’s export seafood market. To solve the problem, the government had to
take action to find a solution for the restriction elimination. Since the warning of
Yellow Card from the European Commission, the Vietnamese government un-
derstood that the longer the restriction took, the more decrease in the reputation
and profit of Vietham’s export products (Nhan Dan, 2023). Based on that under-
standing, the actions were addressed to resolve the issue of IUU elimination.
The Vessels Monitoring System device has been added to 26915 fishing ves-
sels, which is similar to 87.45% of fishing ships in Vietnam, to control and com-
municate with the fishermen whenever issues occur, especially instructing the
vessels in foreign waters. Furthermore, the local authorities and communes

would be supported by the government’s budget to upgrade and reform the
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aquatic manufacturing factories to meet the EU market standards. The govern-
ment also developed a database to control the origin, production status, and
condition of the products for both fishing commutes and businesses to update
their information. With the signature of the EVFTA in 2020, the fishing industry
would get more support for infrastructures and knowledge enhancement for
fishermen about the international laws of fishing. Hence, the reduction of the re-
strictions could help the Vietnam government find a better way to lift the re-
striction, despite the fact that the Yellow Card can only lifted through negotiation
and international inspection. Furthermore, the export and import tariffs from
both markets could be a good boost for the aquatic business companies to en-
hance their production standards. For the development, Viethnam has the vision
to improve the export revenue of seafood to 1 billion US Dollars in 2025 and 2
billion US Dollars in 2030 (Figure 3).

300,000
hectares By 2045:
280,000 Y
hectares The industrial-scale marine
aquaculture will become an
US$1.8-2 Fr : : :
portant part of the seafood
US$0.8-1 billion
billion industry, contributing more
than 25% of the total output
and export value of more
than USS4 billion.
By 2025 By 2030
B Area

B Export revenue

Figure 3. Vietnam’s fishing industries vision for 2025 and 2030 (Source:
Nhan Dan, 2023)

Another point that Vietnam can benefit from the EVFTA is the shift of the multi-
market. For the geopolitical and foreign affairs, Vietham is known as the bal-
ancer among the superpowers such as the United States, China, and Russia
(stated in section 3.1.1). However, the tensions of geopolitics are always a
problem for Vietnam’s economic and political relationship, especially with China.
Despite of the biggest market for Vietnam’s exporting and importing activities
with long diplomatic relationships, China and Vietham have clashed with each

other on some issues, mostly on the South China Sea or East Sea (according to
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Vietnam’s claim) territory issue. The geopolitical tension has been going on
since 1974 after China had taken control of the Paracel Islands during the Vi-
etnam War. Till now, the tensions throughout this territory have gone up with
more conflicts with neighboring nations who also claim the right to this sea. Fur-
thermore, the upgraded relationship with the United States has also made Bei-
jing react against such a decision. According to Tartaski (The Guardian, 2023),
China can react toward to relationship update of Hanoi through the further ten-
sion on conflicting sea territory and economic quotas on the road customs for
demanding an answer from Vietnam. Hence, the recession of the world’s econ-
omy has shortened the normal trading routes which could cause a loss in Vi-
etnam’s business. Through the free trade agreement with the EU and many
partners, Vietham can enhance and develop a new sustainable market for trad-
ing as well as economic development through diplomatic relationships. Viet-
namese businesses or companies can receive investments from the EU as a
good boost for production standard development, which reaches every market
while finding an alternative route for any political tensions between the neigh-

bors.

6.1.2 European Union side

The recent global recession has turned the table for the market of the Euro-
pean Union. The Russia-Ukraine conflicts, the tension between China and Tai-
wan, and the West-East clash have become issues not only for the EU’s gen-
eral market but also for separated members’ economies. The energy crisis has
been the main cause of the slowdown of the economy of the EU in the recent
period. Despite the sanction on the Russian energy fuel and the halation in pur-
chasing, the EU still demands the energy line from Russia to control the high
consumption and market price. According to the Bank of Finland (2022), Rus-
sian natural gas was demanded by 40% of the EU’s consumption in 2021 and
the share of energy importing increased to 6% of the GDP in 2020. As shown in
Figure 4, the demand for energy in the European region was higher than in the

United States, according to the shared percentage with the GDP. The high price
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of gas and energy pushed the price of raw materials in the EU market with an
increase of 25% in 2021 and an increase of 5% in 2022. Hence, the energy cri-
sis of the EU created a slowdown in the domestic economy, especially the dein-
dustrialization occurred. According to David Born and Peter Vogt (2022), dein-
dustrialization in the EU was not a new thing and the market just suffered more
from the impact of the energy crisis. The chemical industry and metal fabrication
were the ones to suffer the most due to the demand for large energy amounts,
with 5 million Terajoules (TJ) in the chemical sector and 2.5 million TJ in the
metal sector. Due to the high usage of energy and the rising inflation of price,
the manufacturing companies would close factories and production chains if the
energy price kept going up at the phase (Appendix 4). Apart from the slowdown
economic with the energy crisis, the EU market also got themselves into the
tensions in trading between the West and the East, specifically the United
States and China trade tensions. The EU and the US were alerted to the mo-
nopoly of the electric vehicles market from China since this market held 60% of
the global electric battery production. As stated by Ursula von der Leyen, Presi-
dent of the European Commission, the EU needed to find a solution to tackle
the dependence to China market since the COVID-19, Russia-Ukraine war, and
geopolitical tensions (Politico, 2023). The imposing tariffs and subsidies for the
‘new’ trade war could not only harm both economies but also enhance the
crumble of the EU’s economy. This is where the EVFTA jumps in as an alterna-

tive path for the EU market.
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The euro area is dependent on energy imports
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Figure 4. Percentage of energy purchasing in the GDP (Source: Bank of
Finland, 2023)

For the trading of partners, EU companies now can trade with Viethamese com-
panies without any implied tariff on both export and import products. Hence, pe-
troleum and chemical products are also on the tariff-free section for Vietnam ex-
porting products, according to the EVFTA (World Trade Organizations, 2020),
so that the EU companies could use them as a part of alternative reservations
alongside other fuels from India or China. Thus, the EVFTA follows the protec-
tion rule for investment of Vietham and the EU to ensure the security of the
funding of both sides of the agreement. With the fast-growing trend and low-
cost labor, EU companies started to transfer their factories to this Southeast
Asian nation as a method to boost revenues and shift to a new or nearby mar-
ket with China. The investment from the EU has increased in the third quarter of
this year to 45.1 of The Business Confidence Index (BCI) of European compa-
nies in Vietnam in comparison with 43.5 in the last quarter (Euro Chamber,
2023). Still, the BCI points were below the average of 50 points but the rise of
the confidence of the EU companies to the market of Vietnam has increased
again, especially after the energy crisis period of the EU in late 2022. Accord-

ing to the European Chamber of Commerce in Vietnam (2023), 63% of over
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1300 partnership companies responded that Vietham is among the main desti-
nations for Foreign Direct Investment from their companies. With the stable
growth of the economy and the activation of the EVFTA, 60% of respondents
found this beneficial for trading activities and competition in the local markets,
despite restrictions to some sectors based on the agreement. As a result, Den-
mark’s well-known company Lego announced a billion US Dollars construction
of a manufacturing factory in the business hub of Ho Chi Minh City in 2022
(DW. 2022). Hence, some more companies also have the same thoughts of
manufacturing or business expansion to Vietnam such as Skoda or Brose. Ac-
cording to David Hutt (DW. 2022), the EVFTA stood out as the attraction for fur-
ther investment insurance for companies to come to Vietnam. The trade be-
tween the two partners was calculated to be 49 billion Euros in 2021 and is ex-
pected to rise in the next period. Hence, the EU companies can participate in
public-private partnership projects within the local market of Vietnam with the
support of EVFTA. However, the EU still considered China as the primary mar-
ket for trading due to its high population and high level of infrastructure and la-
bor force. Still, EVFTA has created an alternative market for the EU companies
to not only keep close to the biggest market but also enforce a new market, es-

pecially in the current shifting phase of global situations.

7 Conclusion

The theoretical base of the thesis is the definition of the international trade con-
cept. From the theories of comparative advantages of David Ricardo (The Li-
brary of Economics and Liberty, 2023), the lower-cost production chain is the
key to a nation's competition with other countries’ products. Through the idea of
comparative advantages, nations take on different methods to protect their do-
mestic market from cheap labor or overwhelming imported cheap products,
which is known as protectionism. The methods of protectionism are tariffs and
subsidies to support domestic production and reduce the amount of imported
goods. However, some arguments are against the idea of protectionism since
the development of the manufacturing line can be slowed down while local in-
dustries cannot compete with industries from other nations, especially from de-
veloped countries. Still, domestic market protections are required to enforce the
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local industries’ strength. Yet, nations can cooperate with each other without
any barriers through trade agreements. With the trade agreement, two nations
may agree on legislations or protocols for trading activities, including tariff elimi-

nation, direct investment, or cooperative development.

The European Union-Vietham Free Trade Agreement is the trade agreement
between Vietnam and the European Union. The Free Trade Agreement was ne-
gotiated in 2012 and signed in 2019. In 2020, the agreement came into effect
for both sides. The EVFTA is about a set of obligations and regulations for Vi-
etnam and the EU to follow for an open trading market. The EVFTA focuses on
tariff elimination and duty reduction in the trading activities of Vietham and the
EU. Hence, the agreement states the investment and cooperation protocols, in-
cluding listed services in both public and private sectors for the investment. Vi-
etnam and the EU also agreed on cooperated development through the cultural
programs on geographical and social sides. The EVFTA has created a good
chance to enhance the trading activities between the EU and Vietnam. With Vi-
etnam’s current uprising, the EU can study the new market and cooperate for
further development. Thus, Vietnam can use the EVFTA as an attraction for do-
mestic industries to call for foreign investment from the EU. However, quotas
are still activated in the EU market to control the number of imported Vietham-
ese products while Vietnam keeps the exporting tariffs of reserved goods. Fur-
thermore, critics in the EU have viewed the agreement not only about the poli-
tics of Vietham but also about the dependence of the local market on the
EVFTA. Despite the EVFTA’s drawbacks, both sides still look forward to the po-
tential of the EVFTA.

The potential of the EVFTA can be viewed in the effect on both sides, Vietnam
and the EU. For Vietnam, this is a good chance to support agricultural compa-
nies, especially aquaculture manufacturing companies. Since the Yellow Card
was given to Vietnam by the European Commission, the Vietnamese govern-

ment has collaborated with companies and fishing commutes for improvement
(Nhan Dan, 2023). From advanced facilities to up-to-date databases, Vietnam
has developed to lift off the restriction. With the activation of the EVFTA, Vi-

etnam can use the advantage for negotiation of the Yellow Card elimination. In
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the meantime, the EU needs to find a solution to the current slowdown of the
domestic market. Current global issues have made the market of the EU strug-
gle with the energy crisis and industrialization. Thus, the EU had economic ten-
sion with China due to the unfair advantages of electric vehicle manufacturing.
The EVFTA can be viewed as the alternative path for the EU to shift parts of
their industries from China to Vietham. EU companies can not only stay close to
the largest market in the world but also find a new chance to cheap labor in Vi-
etnam. Through the investment protocol, EU businesses or companies can in-
vest in local companies and adopt the domestic market of Vietham as the trad-

ing expansion.

In the recent period, the uprising of new powers and economic hubs in Asia has
attracted many companies, who look for technologies or manufacturing forces,
from the West come to this region (McKinsey & Company, 2023). The European
Union-Vietnam Free Trade Agreement is the key for both cooperation and de-
velopment of two markets. The EU can receive a sustainable supply line for ag-
ricultural products and alternative manufacturing hubs to boost the industries
up. At the same time, Vietnam can enhance the trade with the EU to attract
more FDI flow for further domestic development. Thus, the EVFTA grants a sus-
tainable market for both sides to control the stability of the economies, espe-
cially in the current global recession and rising of tensions in both economic and

politics between nations.
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1(1)

Comparison of GDP growth rate in the Asia region in 2022. (Source: Interna-

tional Monetary Fund. 2023)

Revisions to 2022 growth forecasts
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Appendix 2

EU System chart. (Source: Council on Foreign Relations. 2023)
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Appendix 3

European Quality of Government Index 2021. (Source: European Commission.
2023)
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Close-down EU chemicals factories due to the increase of gas price in 2022

(Source: International Conference on Information Systems (ICIS). 2023)

Soaring gas prices hit Europe fertilizers, chemicals
Updated on 25 August 2022
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Yara Sluiskil - 1.3 million tonnes Urea, 1.7 million tonnes Ammonia,
Reduced rates, total Ammonia European production curtailed to 35%
OCI - 550,000 tonnes Ammania, One Ammonia line down
Fibrant - 270,000 tennes Capro, Reduced rates, technical issue on one [

line lopaie Grupa Azoty - 524,000 tonnes Ammon
OCI BioMCN - 1.2 million tonnes Methanol, Shut down Yara Porsgrunn - 500,000 tonnes One Ammonia line down, temporarily i s UD(; mn;‘es ME;‘af::nE monia,
Dow Terneuzen - 910,000 tornes Polyethylene, 15% reduction Ammonia shutting down all preduction from e
_ 2 total Ammonia European production 1 September lon tonnes

curtailed to 35% 375,000 tannes Urea,

Uk 171,000 tonnes Capro,
CF Fertilisers - 1 million tonnes 140,000 tonnes Nylan &
Ammonia and Ammonium £ Reduced production,
Nitrate

Capro, Nitrogen fertilizer Nylon 6 production
shut down in Tarnow and
reduced production in Pulawy,
Melamine production shut at Pulawy
Anwil - Nitregen fertilizer production suspended

Intends to temporarily halt [
ammonia production

oY
S
Belgium
Yara Tert: 20,000 tonnes Ammonia
total Ammonia European production cu d to 35% '
France
=

Yara Gonfreville - 400,000 tonnes Ammonia
total Ammania European production curtailed to 35%

Romania
Azomures - L6 million tannes
including Ammaonia, AN, NPK.
UAN, Urea
Shut down from 23 June
180,000 tonnes Melamine
Shut down from December 2021

Germany

BASF Ludwigshafen - 620,000 tonnes Ethylene, Site will close If gas supply falls
below 509 for prolonged time
SKW - 1.3 million tonnes Ammonia, Only running Ammania line shut down
since 14 August, other unit shut since at least early July
320,000 tonnes MMA, Run rates adjusted, approximately 709
INOVYN Rheinl -52,000 tonnes ECH, Reduced rates, In planned maintenance
num-m - 130,000 tonnes Capro, 20,000 m:nss Nylon \ MSK Kikinda - 200,000 tonnes Methanol
Force majeure on raw material constraints Shut down
-7 A

total Ammonia European production curtailed to 35%

Dow L 385,000 Iyethylene, 15% reduction y Petrokemija - 500,000 tonnes Urea
P e ST s G Shut down since 5 March
i Down since 8 June on technical
issue, total Ammonia European
production curtailed to 35%
= g Trinseo Rho -50,000 ornes Mha —
Spai

R Ty,
il ad]us;zd‘y.uappwmmate'y ~ | PetkimAliaga- 110,000 tonnes ACN

pain
Fertiberia - 328,000 tonnes Prilled Urea - Reduced run rates in April

Huelva site down since 1 July, Puertollollano site operational
Dow Tarragona - 605,000 tonnes Polyethylene

15% reduction r \\

SOURCE: ICIS, Natural Earth
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