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Trade Agreement signed on July 13 in Washing-

ton is still a topical issue because it marked a new
achievement gained by Vietnam in its effort to integrate
into the world economy.

I. ACHIEVEMENTS

Five years after the normalization of the US- Vietnam
relations, the economic cooperation between two coun-
tries has made some progress which is not great enough
but worth remarking.

Regarding the bilateral trade, the value of Vietnam’s
exports to the U.S. increased from US$5,000 in 1990 to
250 million in 1995. According to the U.S. Department of
Commerce, the value of American exports to Vietnam
rose from US$4 million in 1992 (the best part of it was
humanitarian aid) to 200 million in 1995. The lifting of
embargo in 1994 and normalization of relations in 1995
led to many chances to promote the bilateral trade. In-
creases in the bilateral trade aren’t as high as expected
but stable.

Three months have passed but the U.S.- Vietnam

Table 1: The Vietnam’s trade with the U.S. (US$ mil.)

among trading partners of the U.S. while the U.S. is the
seventh biggest partner to Vietnam.

The cause of this situation was the lack of a trade
agreement between two partners that prevented Vietnam
from enjoying the MFN treatment extended by the U.S.,
and as a result, exports from Vietnam to the U.S. had to
pay heavier duties than its counterparts from countries
that enjoy the MFN treatment.

Many Vietnamese companies, however, have tried to
export some products on which the same duties are im-
posed regardless of its origin, such as coffee, frozen
shrimp, tea, spices, some kinds of footwear, etc. At pres-
ent, the U.S has been the biggest buyer of Vietnam’s cof-
fee and been competing against the EU and Japan to im-
port seafood (especially shrimp) from Vietnam. In the
past nine months of 2000, Vietnam’s export of seafood to
the U.S rose by 250% in comparison with the same period
last year. Export of other staples is also on the increase.

Table 2: Ex.port of some Vietnamese staples to the
U.S. (US$ mil.)

Item 1997 1998 1989 First 5 months of 2000
Seafood 425 81.6 | 125.6 76.9
Footwear 76.3 97.2 | 102.6 341
Crude oil 34.6 79.2 | 99.6 38.4
Coffee 90.0 | 1251 | 59.2 22.5

Clothing 20.0 26.3 | 347 21.1
Vegetable | 116 2.6 3.2 9.1 }
Rice e;_us . 39.1 - 5.1 A _0

Source: Ministry of Trade

The U.S exports a wide range of goods, both capital
and consumer ones, to Vietnam, such as fertilizer, ma-
chinery, automobile, electronic equipment, cotton, pager,
mobile phone, film, ete. Vietnam has really become a po-
tential market for American industries.

As for the American investment, there were, up to
March 31, 2000, 118 American licensed projects in Viet-
nam with a total registered capital of US$1,479.9 million.
Thus, the U.S. still ranks ninth among foreign investors
in Vietnam. Most of American investment projects are in
industrial and construction sector, some others in service
and agriculture sectors.

Table 3: Distribution of American investment in Viet-

1905 | 1996 | 1997 | 1998 | 1999 | Jan.

| 2000

Export | 252.9 | 720.3 | 464.0 | 453.6 | 504.1 48.3
Import | 198.9 | 319.2 | 241.8 | 294.8 | 3348 | 383
Total 451.8 |1,039.5| 705.8 | 748.4 | 838.9 86.6

Source: Ministry of Trade

Although
controls only a 0.05% share in this market and ranks 7
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the U.S. always suffers a trade gap, Vietnart:}
6 1

nam (%)

Sector Project Capital
Industry and construction 57.1 69.2
Service 28.2 18.1 |
P R T R

Source: Ministry of Planning and Investment
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Like investment from other countries, the American
investment is concentrated in HCMC, Ha N&i, Binh
Duong, Péng Nai and Ba Ria —Viing Tau. Of American-
invested concerns, 56% of them are American-owned
ones, 356% joint ventures and 9% business cooperation
contracts.

After the Asian financial crisis, the American invest-
ment in Vietnam has decreased, 21 out of 118 American-
invested projects with a total capital of US$324.18 mil-
lion have been dissolved. The amount of American-
owned concerns increased quickly in the past two years.
Generally, the American investment is helpful to the in-
dustrialization and modernization process in Vietnam but
the average size of American-invested concerns is
smaller than that of all foreign-invested projects (US$13
million as compared with 16 million).

1. RECENT DEVELOPMENTS

1. The U.S.- Vietnam Trade Agreement

With seven chapters and 72.articles, the U.S.- Viet-
nam Trade Agreement covers all trading matters: trade
in commodities and services, investment and intellectual
property. In its first part, the Agreement affirms the
principle of equality, mutual beneficial relationship and
respect of sovereignty between two countries according to
WTO rules and codes. This is the result of four years of
negotiations, reflecting efforts made by both sides to end
a period during which relations between two countries
made no progress. The Agreement is the last act to com-
plete the process of normalizing the relations between
two sides.

This Agreement provides Vietnam with many oppor-
tunities. First of all, Vietnam’s exports to the U.S. will in-
crease when Vietnam enjoys the MFN (or NTR) treat-
ment, namely, cuts in duties on imports from Vietnam
(from 40% on average to some 3%). This means that Viet-
nam’s goods will be more competitive in the American
market, especially goods from labor-intensive industries
(clothing, footwear, processed food, farm and aquatic
products, electronic components, handicrafts and wooden
furniture). According to a rough estimate, there will be
sudden increases in Vietnam’s export to the American
market when the Agreement comes into effect and the
U.S. becomes the target market to many Vietnamese
companies.

Secondly, the Agreement also deals with the liberali-
zation of trade in services (banking, insurance, telecom-
munications, tourism, consultancy, etc.). This means that
service companies from one countries are allowed to es-
tablish branches or go into joint ventures with partners
in the other. When the Agreement comes into effect, Viet-
namese companies and individuals will benefit from bet-
ter services offered by American firms while the service
industry, and its authorities as well, should make great
efforts to enhance its competitiveness and work out a
clear track for deregulating this sector. It’s worth noting
that the service sector plays an increasingly important
role in all economies while this sector in Vietnam is badly
developed. The authorities should be aware of this prob-
lem, and make necessary preparations for the liberaliza-
tion and better developments of this sector.

The Agreement also affects the investment climate in

Vietnam. It can serve as a measure to restore investors’
confidence in Vietnam. We must recognize that falls in
foreign investment in recent years originated from inter-
nal causes, instead of blaming the Asian financial crisis
for it. In such a bad situation, the Agreement could be
seen as a promise of a healthier, more favorable and law-
ful environment for both foreign and local investors.
The Agreement also creates more favorable conditions
for Vietnam to get admission to the WTO. Although Viet-
nam has entered trade agreements with some 60 coun-
tries and exchanged the MFN treatment with some 70
countries and territories, it’s the first time Vietnam en-
ters a trade agreement that is based on WTO rules and
principles. If Vietnam can carried out commitments un-
der the U.S. — Vietnam Trade Agreement, it will have
ability to meet requirements posed by the WTO. In addi-
tion, to be admitted to the WTO, the applicant country
should negotiate with some powers, including the U.S., to
get their support. With the Agreement, Vietnam could be
ﬁp%)rted by the U.S. when getting admission to the
TO.

2. More official visits and relations

After the Agreement was signed, the economic and
diplomatic relations between two contracting countries
were improved remarkably. Official visits increase. The
first one was paid by Robert Mallett, Deputy Secretary of
Commerce, on Aug. 23 and 24, 2000 as a commerce offi-
cial of the highest rank that Vietnam has ever received.
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He expressed satisfaction at the progress of the trade re-
lation between two countries, answered some questions
about the U.S.- Vietnam Trade Agreement and made
preparations for bringing the Agreement into effect.

His visit was followed by one paid by Nguyén Dy
Nién, Vietnamese Minister of Foreign Affairs, to the U.S.
from Sep. 21 to 24, 2000. He had many meetings with the
U.S. government representatives, Congresspersons and
business circle. He believed that these meetings would
help further cooperation relations between the two coun-
tries.

And in October 2000, the delegation of Overseas Pri- -

vate Investment Corporation (OPIC) led by Ms. Mildred
0. Callear, its Vice-Chairperson, spent five days in Viet-
nam to survey matters relating to labor, the environment
and supply of credit to potential projects by the OPIC in
Vietnam. It’s reported that the OPIC is interested in
some 30 projects in Vietnam capitalized at some US$3
billion if approved.

Many American organizations and companies have
started to carry out programs to market their products,
especially capital goods, in Vietnam. They are also ready
to supply necessary information to Vietnamese compa-
nies that want to export goods to the U.S.

The U.S. market also became a subject of study in uni-
versities: HCMC University of Education is offering a ba-
sic course on American history, culture, geography, cus-
toms and political system in cooperation with the
Fulbright Program in Vietnam; the American Consulate
in HCMC has cooperated with Van Hién University to
hold a workshop to help some 350 businesspersons get
online information about American trade, economy and
education.

1ll. PROS AND CONS ON BOTH SIDES

To realize factors affecting the bilateral trading rela-
tions and work out the strategy to further new develop-
ments, it’s necessary to examine pros and cons each side
will meet in the future. .

Vietnam, with its large population and rich natural re-
sources, is attractive in the eyes of foreign investors. Af-
ter 10 years of the economic reform, the local economy
started to develop well. Appropriate policies on foreign
affairs were adopted to integrate Vietnam into the world
market. Vietnam joined the ASEAN in 1995, the AFTA in
1996 and the APEC in 1998. It is now negotiating for its
WTO membership. These are efforts by Vietnam to de-
velop its international cooperation and they have helped
Vietnam gain high growth rates in recent years.

In spite of its low level of development, Vietnam has
tried its best to integrate into the regional market and its
position in Southeast Asia and the Asia —Pacific has been
recognized. Its efforts to hold successfully the 6" ASEAN
Summit, carry out duty reduction as required by the
AFTA and play its role as the ASEAN presidency and the
coordinator of the U.S. ~ASEAN relation has improved a
lot its image in the regional and international communi-
ties.

In the trading relation with the U.S., although Viet-
nam gains only a small market share in the American
market, it has many chances to increase its exports to
this market, especially farm products and goods from
labor-intensive industries. At present, Vietnam needs
American capital goods and investment in the service
sector,

Besides these favorable conditions, Vietnam is facing
many difficulties in developing its international coopera-
tion:

16 EDR

- Its growth rate showed signs of decline in the past
two years after the Asian financial crisis (in the first nine
months of 2000, the growth rate was some 6% but this
rate wasn’t stable).

- The flow of foreign investment also slowed down. Tt
fell from some US$2 billion a year in the past to some
hundred millions of dollars this year.

- Labor productivity and business performance ha-
ven’t been improved for years, especially in the public
sector that controls most national resources. The banking
system reveals a lot of shortcomings. This is the main
cause of poor competitiveness of Vietnamese products.

- The legal infrastructure is not uniform. Many prob-
lems (red tape, corruption, etc) seems unsolvable al-
though the Government is trying to carry out an adminis-
trative reform.

- Destruction of forests and other environmental prob-
lems leading to natural disasters have produced bad ef-
fects on the economic development.

As the strongest economic power, the U.S. has a GDP
of some US$9,200 billion in 1999, equaling 20% of the
world GDP. In recent years, the American economy has
enjoyed stable growth rates while Japanese and the EU
ones slowed down. The U.S. market has great spending
power. In 1999, the U.S. imports were worth US$1,227
billion, its trade gap was US$267 billion.

For many years, China and South American countries
have been main suppliers of farm and labor-intensive
products. When American industries have targeted at hi-
tech products and high-quality services, import of above-
mentioned products is encouraged.

However, to enter the U.S. market is no easy task.
The first and foremost difficulty is the law system, at
both federal and state level. This complicated and strict
system deals with all trading aspects. It requires a lot of
studies from exporters before they could find a foothold in
this market. '

IV. PROSPECTS

In the near future, Vietnam can export goods in larger
quantities to the U.S. and receive more investment from
American companies, especially in infrastructure build-
ing and service industry which are strong points of
American companies. The problem is what efforts both
two sides have to make to bring the Agreement into effect
soon and carry it out successfully.

Vietnam has to accelerate necessary reforms, espe-
cially programs that have been started: equitization of
state-run companies, administrative reform, structure ad-
justments, introduction of new technologies and better
treatment to the private sector.

The Agreement is only a necessary condition, not a
sufficient one, for Vietnam’s goods to enter the U.S. mar-
ket. Both the Government and companies should try their
best to enhance the competitiveness. This is the most im-
portant task in the future.

To enter the U.S. market, Vietnamese managers
should carry out minute researches on American laws, tax
system, distribution network, customers’ tastes and the
like. The Government can open Chambers of Commerce
in big cities in the U.S. to provides local companies with
chances to get access to the American market.

In short, the U.S.- Vietnam Trade Agreement, and the
upcoming visit of President Clinton to Vietnam, will
bring the American- Vietnamese economic relation to a
new stage of development. Trading and investment ac-
tivities between the two countries will be much livelier,
but everything seems to depend on efforts from the Viet-
namese side.®





