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How to support negotiations: the business sector

'/;: » | Cach thirc hd tro qua trinh dam phan: Céng déng DN

= How does tariff reduction works in = Viéc cét giam thué quan dwoc thuc hién
FTAsS? nhw thé nao trong cac FTA?

countries are not obliged to Cac qqéc gia khong co nghia vu cat
reduce immediately all the tariffs giam tat ca cac dong thué ngay lap tirc

reductions take place normally in Théng thwéng viéc cat gidm thuc hién
10 years trong 10 nam

EU reduces in shorter time, while EU sé thwc hién cat gidm trong thoi gian
developing member has longer ngan hon, trong khi cac nwéc dang phat
deadlines trién sé co thdi han dai hon

Some sectors are excluded from M6t sé linh vwe dworc loai trir khoi qua
liberalization trinh m& clra

The countries decide about Céc qudc gia dwa ra thoi han cam két
different deadlines for different mé& ctra khac khau dbi véi nhirng san
products: pham khac nhau:

« Non sensitive, sensitive, very « San pham théng thwong, san phdm nhay
sensitive based on domestic cdm va san pham rat nhay cdm dua trén
objectives (e.g. local production, muc tiéu trong nwéc (vi du san xuat ndi
protection of non-trade value dia, bao vé gia tri phi thwong mai nhw méi
such as environment, etc.) trwdng...)




How to suppgrt negotiations: the business seqtor
Cach thirc ho tro qua trinh dam phan: Cong dong DN

VN: open economy (the lessons from = Viét Nam: Thyc hién mé& clra kinh té
the past: the more the country open, (ba| hoc kinh nghlem tww qua khtr: Mot
the better trade and economy growth — quoc gia cang mé& ctra thi tbc dd tang
slides of first part) trwdng kinh té, thwong mai cang cao —

Offensive vs. defensive point of view

Defensive: ASEAN + liberalization
(missed opportunities)

Offensive: ready to reduce tariffs and
ask for “strategic reductions” from the
EU in the key sectors where tariffs are
still high

Reduction of tariffs on import will not
produce huge increase of imports (as
domestic market in VN is not enough
developed to absorb EU products)

The reduction of tariff will facilitate
inflow of technology, raw materials,
components useful for VN production

Xem Phan trinh bay 1)
Quan diém Tan coéng hay Phong tha?

Phong thu: ASEAN + ty do héa (co hdi
bi b6 15)

Tan cdng: san sang cat gidam thué quan
va yéu cau EU thyc hién “cat giam
chién lwgc” trong nhirng dong thué chd
chét hién van duy tri thué suét cao

Cat gidm thué nhap khau khéng c6
nghia tdng 6 at hang nhap khau (do thi
trrd'ng néi dia Viét Nam chwa du phat
trién dé hap thu cac san pham EU)

Cat gidm thué quan sé tao diéu kién
thuan lgi cho dong chay céng nghé,
nguyén liéu, nhirng yéu té hivu ich cho
san xuat clia Viéet Nam




How we assessed the potential impact?
Phwong phap danh gia tac dong tiém tang?

1. Phan tich tac déng tong thé nén
kinh té (can bang téng thé)
Cat gidm thué quan anh huo’ng
The reduction of tariffs influence toi gia ca, tién lwong, cac nguon

the prices, wages, availability of lwe san co6 (khéng vé dinh), dau
resources (not infinitive), s

investments, etc.

1. Analysis taking into consideration

the whole economy (general
equilibrium)

_ 2 2. Phan tich cac Iinh vuc cu thé (can
2. Analysis of specific sectors (partial bang tirng phan)

equilibrium) Cat giam thué quan duwoc thyc

The tariffs reductions are carried
out only for individual sector, and
the results are valid for specific
sectors (e.g. if EU reduces tariffs
on garments VN could expand the
production without limitations — no
problems in finding raw materials,
workers, expand production etc. -
). Results sometimes
overestimated

hién v&i tirng nganh va vi vay két
qua danh gia tac déng chi dung
v&i trng nganh cu thé (vi du néu
EU cat gidm thué quan déi voi
cac san pham dét may, Viét Nam
sé co thé mé rong san xuéat
khéng gi¢i han — khéng phat sinh
van dé trong tim kiém nguon
nguyén liéu, nhan cong, mé rong
san xuét...). Két qua danh gia doi
khi vwot quéa so véi thuce té.




ngeral results of liberalization
Két qua chung tr tw do héa

Variables/Cac bién

Results/Két qua

Fiscal Revenue/Ngudn thu tai khoa

+ 26 million USD annually
+ 26 triéu USD hang nam

Exports/Xuat khau

+ 4% - + 6% annually
tang tr 4-6% nam

Imports/Nhap khau

+3.1% (electronic/dién tir: +2.7%,
chemical/hda chat +2.5%,
pharmaceuticals/dugc pham: +3%)

Trade balance/Thang du Thwong mai

+500 million USD annually
+ 500 triéu USD hang nam

GDP/Téng sdn pham quéc noi

+2.7% - 3.7% annually
Tang 2.7 —3.7% nam

Government and private consumptions/
Chi tiéu Chinh phu va Tu nhan

+ 2%

Prices/Gia ca

Substantial decrease/Giam dang ké

Wages/Tién luvong

Substantial increase/Tang dang ké




FDI in Vietham
FDI vao Viet Nam
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FDI inflows: 2002-2009

Dong chay FDI: 2002-2009

Sector Registered capital’

Sectol 2002| 2003| 2004 2005| 2006| 2007]  2008] 2009
Real Estate 7.5 14.9]189.3|164.5| 941.0]|3.9199]23321.0] 7.460.8
Accommodation. Food services | 154.7| 114.0| 65.1] 31.5| 294.9| 433.5| 2.607.4| 52518
Information and Commumication| 39.1| 16.7| 21.9| 21.3| 227 31.8| 24585 R4.9
Art and entertainment 146/ 26.8| 80| 04| 1523 497.0f 5873 104.2
Transportation and warchouse | 14.0{ 10.8] 20.8| 25.5] 597.1| 230.6] 5162 113.2
Finance, banking and msurance | 51.8| 4.6 40.9| 69.4 17.00 323 40.3 100.0
Wholesale and retail 8.7 7.9| 51.2| 9.2| 179.3| 112.2| 2157 2113
Health and social assistance 0.0 23| 60| 3.6 6.1 125.8 23.3 12.0
Other services 0.0 7. 1.8 0.8 0.7 12.8] 576.3 19.3
Professional services 12.4| 10,0 11.1| 28.2] 24.7| 695 89.91 1200
Education and Traming 2.5 43| 58| 185 8.0 8.0 87.2 6.7
Adnunistration 6.6/ 1.4 82| 2.8 289 204 31.6 18.2
Water supply, waste treatment 0.0 05| 0.0 03 0.1 0.0 34.8 13.2
Total 311.9| 221.8| 430.1 | 376.0| 2,.272.7| §,493.8| 30,989.6| 13,515.6




Service trade in VN (Million USD) (Manchin, Francois, 2011)
Thwong mai Dich vu tai Viéet Nam (triéu USD)
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Trade in services is limited (Francois, Manchin, 2011)
Thwong mai Dich vu con han ché

Structure of Trade in Vietnam

W services
m other goods
machinery

B primay and food




Thp potential for trade in services (Francois, Manchin, 2011)
Tiém nang Thwong mai Dich vu

0% B services

® other goods

40%
machinery
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20%
10%
0%
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Trade in services: sectors and main partners

(Francois, Manchin, 2011)

Thwong mai Dich vu: Linh vwe va Doéi tac cha chot

Imports from Exports to

ASEAN | Umted States | EU ASEAN | United States | EU
water distribution 0.1 0.6 1.3 () 0 0.1
construction 1.6 169 | 1217 6.2 39 12
distribution 20.6 217 17109 18.1 273 1816
land transport, logistics 174 66.5 | 1057 3 438 63.5
water transport 8.4 31 86.2 [ 6.4 04.7
air transport 13.7 4.7 1515 111 08| 1356
commumications 8.2 243 122 3.1 2281 1109
financial services 1.7 1.1 2202 46 192 1256
msurance 7.2 408 | 1512 03 68.2 66
ICT and business 392 1201 | 396.6 347 632 3722
recreational and consumer services 14.2 1.5 12912 12.3 11.3 999
public services 4.7 1741 1209 [ 1497 93.1
total services 151 6374 19784 120.7 468.6 | 13872
share 1n total trade (1n %) 1.3 253 291 19 43 11.7




Potential impact on export of services to EU
(Manchin, Francois, 2011)

Tac dong tiém tang t&i xuat khau cac nganh dich vu sang EU
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The importance of services for’the other sectors
Tam quan trong cta Dich vu doi véi cac nganh khac

Rice/ Gao

Vegetables, fruit/ Rau qua

Forestry/ Lam nghiép

Fishing/Thuy san

Food products/ Thyc pham

Textiles/ D&t may

Wearing apparel/ May mac

Leather products/San pham da

Wood products/ D6 g

Electronics/ Pién tir

Machinery/ May moc




Sectoral analysis: textiles and garment
Phan tich nganh: Dét may

APPAREL AND CLOTHING
ACCESSORIES, KNITTED OR
CROCHETED +17.14% +16.10%
SP may mac (tinh ca hang dan,
moc)

APPAREL AND CLOTHING
ACCESSORIES, NOT KNITTED
OR CROCHETED

SP may mac ( khéng tinh hang
dan, moc)

+16.61% +15.88%

OTHER MADE-UP TEXTILE
ARTICLES; SETS;

+14.31% +13.22%
Cac san pham dét may bd khac

61+62+63 | Total
Toan nganh +16.59% +15.75%




Sectoral analysis: textiles and garment
Phan tich nganh: Dét may

EU is world’s second largest exporter
of textiles: 36.3 bn. USD in 2009

EU is a net importer: 80.5 bn. (China,
39%, Turkey, 14%, India, 7.7%,
Bangladesh, 6.3%, Tunisia, 3.6%)

VN exports 65% to US market, after
EU and Japan

2009 difficulties in exporting to US: VN
found niches markets (Turkey, Middle
East, Easter Europe)

2009: VN-Japan FTA (the export to
Japan rose from 23 to 25%)

Main competitors of VN: China, India,
Pakistan and Bangladesh

EU la nha xuét khiu dét may 1&n thir 2 thé
gi&i v&i 36.3 ty USD nam 2009

EU la khéi nhap khau rong: 80.5 ty (trong
do nhap khau ti: Trung Qudc 39%, Thd
Nhi Ky 14%, An Db 7.7%, Bangladesh
6.3%, Tunisia 3.6%)

Viét Nam xuat khau 65% sang thi truong
My va sau dé la EU, Nhat Ban

Nhirng kho khan trong xuat khau sang My
nam 2009: Viét Nam phai tim kiém cac thi
trdng nhoé hon (Thd Nhi Ky, Trung Bang,
Poéng Au)

Nam 2009: thwc thi FTA Viét Nam — Nhat
Ban (xuat khau sang Nhat Ban tang tir 23 -
25%)

Déi thu canh tranh chi yéu cta Viét Nam:
Trung Quédc, An Do, Pakistan va
Bangladesh




Present situation. Export vs EU/yvorId
Tinh hinh xuat khau vao EU/ Thé gi&i

Export HS 61

Xuat khau ma HS 61

Export HS 62

Xuat khau ma HS 62

Export HS 63

Xuat khdu ma HS 63




Exports to EU
Tinh hinh xuat khau sang EU

Export of VN of Garments and Apparel
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Exports to EU
Tinh hinh xuat khau sang EU

— [erseys, pullovers, cardigans, etc,
knitted or crocheted

= T-shirts, singlets and other vests,
knitted or crocheted

Women's suits,dresses,skirt
etc&short, knit/croch

- \Women's overcoat,cape,

etc,knitted /crochetd,o/t of hd
61.04

Men's shirts, knitted or crocheted

Track suits, ski suits and
swimwear, knitted or crocheted

2006

2007

2008
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Exports to El,J
Tinh hinh xuat khau sang EU

Women's suits, jackets,dresses

skirts

—Men's suits, jackets, trousers

Men's overcoats, capes,
windjackets

Women's overcoats,capes,wind-
jackets

== Men's shirts

Garment made up of fabric

2006

2007

2008 2009




EU tgriff§ on textiles | -
Thué suat EU ap dung doi v&i hang dét may nhap khau

Knitted/ tinh
hang dan, moc

not knitted/
khéng tinh hang | Bangladesh
dan, méc

Knitted/ tinh China/Trung
hang dan, moc Quoc

not knitted/
khéng tinh hang
dan, méc

Knitted/ tinh
hang dan, moc

not knitted/ ;
khong tinh hang | India/ An Do
dan, moc

Knitted/ tinh
hang dan, moc

not knitted/
khong tinh hang | Pakistan
dan, moc

Bangladesh

China/Trung
Quodc

India/ An Do

Pakistan




Footwear :
Phan tich nganh: Giay dep

EU major producer and exporter of
high quality and high value shoes
(second major world exporter of
footwear, Euro 5.8 BN.)

26600 enterprises, 26.2 billion Euro
turnover, 388000 employed

Production concentrated in 3 countries
(Italy, Spain, Portugal — more than
50% of total EU production

70% of production is leather footwear

EU is the largest world importer of
footwear (25% more than US)

China, Vietnam, India, Indonesia,
Brazil, Thailand, Tunisia and Morocco
are the main exporters in EU market

Footwear with uppers of leather: 59%
of total EU imports

EU chi yéu san xuat va xuat khau giay
gia tri, chat lwong cao (xuat khau giay
|&n thr 2 trén thé gidi voi 5.8 ty Euro)

Nganh gidy dép EU: 26600 doanh
nghiép, doanh thu 26.2 ty Euro voi
388000 nhan cong

San xuat tap trung tai 3 quoc gia ;
(Italy,Tay Ban Nha, B6 Dao Nha — chiem
hon 50% tong san lwgng san xuét tai
EU)

70% san lvong la giay da

EU la thi trwong nhap GED giay dep lon
nhat thé gi¢i (nhap khau nhiéu hon 25%
so v&i My)

Trung Qubc, Viét Nam, An D9,
Indonesia, Brazil, Thai Lan, Tunisia va

Morocco la nhirtng nha xuét khau cha
yéu vao EU

Giay mi da: 59% tong lwong nhap khau
vao EU




Footwear :
Phan tich nganh: Giay dep

Vietnam: 40% of total industrial
production, 10% of exports

Second most important exporter in EU
(4.5 BN. USD 2008)

High quality shoes and sport shoes

2004-2008: export growth to EU
showed a “U” shape (maybe for
antidumping)

In this period VN diverted exports to
US

In the same period China and other
countries increased their market share
in EU (China, from 12.1% in 2004 to
21.1% in 2008, although AD, India +
0.6%, Indonesia +0.5%)

Economic crisis impacted more VN
than China (-1.1% in the share in EU
market; China +1.5%)

VN exports are more sensitive than
China exports to EU to international
shocks

Weighted tariff applied to VN by EU:
12.4% (leather footwear 17%)

Tai Viét Nam: nganh giay dép chiém 40% tong
san lwong cdng nghiép, 10% gia tri xuat khau

La nha xuat khau quan trong 1&n thir 2 vao EU
(4.5 ty USD nam 2008)

Giay thé thao va giay chat lwong cao
2004-2008: tang trwo’ng xuat khau vao EU thé

hién mé hinh chir “U” (cé thé do anh hwéng cua
thué chéng ban pha gia)

Thoi gian nay, Viét nam chuyén xuat khau sang
My

Cung thoi gian nay, Trung Québc va cac nuéc
khac tang thi phan tai EU (Trung Quéc tang tw
12.1% nam 2004 1én 21.1% nam 2008, du clng
chiu thué CBPG, An D6 tang 0.6%, Indonesia
tang 0.5%)

Khiing hoang kinh té tac dong t&i Viet Nam
manh hon so véi Trung Quéc (Viét Nam giam
1.1% thi phan tai EU trong khi Trung Quéc tang
1.5%)

Hang xuat khau vao EU cuta Viét Nam nhay
cdm va&i cac cu sbc qubce té hon Trung Qudc

Thué suat binh quan gia quyén EU ap dat voi
hang giay dép Viét Nam: 12.4% (giay mi da la
17%)




The effect of AD on VN exports to EU
Anh hwéng cua Thué chéng ban pha gia déi véi hang XK

cua VN sang EU

2800000 == Footwear, upper of leather
2000000 / == Footwear, upper of textile mat
1500000
Footwearnes, outer soles and
/ uppers ofrubber or plastics
1000000
==Part of footwear;romovable in-
soles,heel cushion etc;gaiter etc
500000
—=W /p foot,outer sole /upper of
0 | | — | rbr/plauppernot fixd to sole

nor assemb

2004 2005 2006 2007 2008




The effect of AD on VN exports to EU
Anh hwéng cua Thué chéng ban pha gia déi véi hang XK
cua VN sang EU

DN A 4872365

1786330 2576022

415201 1076207

524221 1220136




The effect of AD on VN exports to EU
Anh hwéng cua Thué chéng ban pha gia déi véi hang XK

cua VN sang EU
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A\ The effect of AD on VN exports to EU

i

cua VN sang EU

vf '-; Anh hwéng cia Thué chéng ban pha gia dbi véi hang XK

-

640399 EU import from Vietnam vs world
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. Impact from tariff elimination by EU
\_& g y | Tac dong tir cat giam thué quan tir EU




| Impact on |mports automotive, electronics
\!/j » /| Tacdong doi véi nhap khau: O to, Dién tiv

AUTOMOTIVE

VN industry initial stage (25480 cars
—2009)

Even a reduction of tariff
(improbable) does not seem to
produce a huge impact on VN
(domestic market still weak)

Limited effects on FDIs (no
supportive industry, infrastructure,
poor technology, etc.)

ELECTRONICS

2004-2009: imports increased 33.6%
average (yearly), from 2.6 bn. USD in
2005 to 7.6 in 2008

Reduction of tariff: further increase of
imports, cheap technological
products

Increased competition in the market:
reduction of prices

01O

Nganh cong nghiép 6 t6 Viet Nam: giai
doan so khai (N&m 2009: 25480 chiéc)

Du c6 cat gidm thué (it kha nang xay
ra) dwdng nhw cling khéng cé anh
huwdng Ion toi Viét Nam (thi trwong noi
dia con yéu)

Tac ddng han ché Ién FDI (khéng c6
nganh cong nghiép phu tro, co s¢ ha
tang, cong nghé kem...)

DIEN TU

2004-2009: Nhap khau tang trung binh
33.6% nam, tr 2.6 ty USD nam 2005
|én 7.6 ty USD nam 2008

Cat giam thué quan: tang nhap khau,
san pham céng nghé gia ré

Tang canh tranh trén thj tredng: giam
gia




Imports: Machineries
Hang nhap khau: cac loai May moéc

MACHINERIES MAY MOC

= 2008 imports: 11.1 bn.. = Nam 2008 nhap khau 11.1 ty
USD (14% from EU, China USD (14% nhép tir EU, chu
biggest exporter) yéu nhap khau t Trung

Tariffs are already low Quoc)

(further reduction will not Thué suat von da thap (gidm
substantially improve the thué hon niva cling khéng cai
imports) thién dang ké nhap khau)

Key sector as supportive La nganh céng nghiép phu

iIndustries for other sectors tro’ chl chot cho cac nganh

(e.g. automotive) khac (vi du: cdng nghiép O
()




Other issues
Cac van de khac

Trade defense = (Cobng cu phong vé Thwong mai

EU will unlikely make
concessions (WTO non
discrimination)

Negotiating table for NME?

Danger for VN: China will obtain
NME in 2016 (VN in 2018)

SPS and TBT

No big effects (TBT and SPS
ARE NOT protectionist tools, they
are applied in a non

discriminatory manner vs. all
WTO members)

Framework for technical
assistance and further
cooperation

Possibility of negotiate mutual
recognition agreements!

Systems for prompt resolution of
disputes on TBT-SPS

EU khong co veé gi la sé nhwong bd
(Quy tac khéng phan biét doi xtr trong
WTO)

La co hdi dé dam phan van dé Nén
Kinh t& Phi Thj trwdng?

Nguy co voi Viét Nam: Trung Quoc sé
dwgc cong nhan nén kinh té thi trwrdng
nam 2016 (Viét Nam la nam 2018)

Van dé SPS va TBT

Khéng c6 tac dong lon (TBT va SPS
KHONG PHAI I1a céng cu bao ho,
dwoc ap dung khéng phan biét déi xo
dbi voi tat ca cac nwdc thanh vién
WTO)

Khung hé tro ky thuat va hop tac hon
nira

C6 thé dam phan théa thuan céng
nhan lan nhau!

Hé théng giai quyét tranh chap rat gon
lién quan t&i TBT va SPS




