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EXECUTIVE SUMMARY


The CPTPP, a high-standard regional economic agreement which Vietnam has
ratified, is expected to bring the country much benefit but the challenges it has to
grapple with are significant.



Given its unique conditions, Vietnam could be a good example of how a developing
Asian country and one with a dominant state-owned sector can successfully pursue
economic integration via the CPTPP.



Vietnam’s contribution towards the successful conclusion of the CPTPP was
evidently demonstrated during APEC 2017 held in Da Nang City.



To meet the requirements of the CPTPP, Vietnam will need to significantly upgrade
its industrial production structure and reform its economic institutions, domestic
regulations and the SOE sector.

* Guest writers: Dr Nguyen Huy Hoang is currently the Director-General of the Institute
of Southeast Asian Studies, Vietnam Academy of Social Sciences, and Mr Truong Quang
Hoan is a researcher at the academy.
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INTRODUCTION
The Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP) is
among the most notable mega-free trade agreements (FTAs) in the world today. While vast
existing studies have analyzed the benefits and challenges for participating countries as well
as the roles of key players such as Japan and Australia in the CPTPP, little attention has
been paid to the participation and contribution of smaller economies such as Vietnam.
Vietnam offers an interesting case study as it is among the few ASEAN Member States and
the only socialist economy joining the CPTPP.1
The aim of this paper is to shed light on Vietnam’s position on the CPTPP, and begins with
an overview of the agreement, followed by a discussion about the benefits and challenges
to Vietnam stemming from this arrangement. The final section examines Vietnam’s
contribution to the CPTPP.

OVERVIEW OF THE CPTPP
The TPP, originally known as the “P4 agreement” (Brunei, Chile, New Zealand and
Singapore), was extended into a 12-member agreement, following the entry of Australia,
Peru, Vietnam, the United States (US), Canada, Malaysia, Mexico and Japan. The fanfare
surrounding the TPP declined significantly after US President Donald Trump announced
the US withdrawal from this deal. Overcoming this setback, at the TPP summit in Chile on
14 March 2017, all 11-remaining member countries of the TPP affirmed that the TPP should
maintain its high standards and be comprehensive in all areas. This commitment was
reaffirmed by participating countries on the sidelines of the Asia-Pacific Economic
Cooperation (25th APEC) Summit in Vietnam, held on 11 November 2017. At this summit,
the TPP was renamed the “Comprehensive and Progressive Agreement for Trans Pacific
Partnership (CPTPP)” to reflect the new configuration after the US withdrawal. The CPTPP
officially came into force on 30 December 2018 following ratification by the first six
countries, namely Mexico, Japan, Singapore, New Zealand, Canada and Australia.2 Despite
the US withdrawal, the CPTPP remains one of the largest FTAs in the world, accounting
for 13.3 percent of global gross domestic product (GDP).3
The CPTPP aims to set a new standard for global trade, and incorporates new and emerging
issues by holding forth five key features. Firstly, it aims to create a comprehensive market
access that eliminates tariffs and other barriers to trade in goods and services and
investment. Secondly, it aims to create a regional agreement by facilitating the development
of production and supply chains among TPP members. Thirdly, it employs an approach of
cross-cutting trade issues through building on work being done in the APEC and other fora
by incorporating four new cross-cutting issues: regulatory coherence, competitiveness and
business facilitation, small-and medium-sized enterprises, and development. Fourthly, it
focuses on new trade challenges by addressing emerging trade issues such as those caused
by digital technology. Fifthly, it is a living agreement that allows for the updating of the
agreement in response to potential trade issues in the future as well as new issues stemming
from expansion of the agreement to include new countries.4
Compared to the TPP, the CPTPP differs in several ways. Firstly, it suspends the application
of 22 provisions from the chapters on trade facilitation, investment, services, public
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procurement, intellectual property rights (IPR), environment and transparency, which were
inserted in the TPP at the request of Washington. Notably, the chapter on intellectual
property changed the most, with the reduction of copyright protection from 70 to 50 years
after the death of the relevant author. Similarly, in the CPTPP investment chapter,
“investors’ ability to litigate disputes under investment agreements and investment
authorizations will be more limited relative to TPP”.5 Secondly, the CPTPP emphasizes that
when making policies, member states should first and foremost consider their own changing
“country-specific” circumstances and priorities.6 The adjustment and new flexibilities have
been incorporated in the added provisions on entry into force, and on the withdrawal,
accession and further review of the CPTPP. Thirdly, the CPTPP is a progressive agreement
as it goes beyond reducing costs for businesses. For instance, it includes commitments to
safeguard high labour and environmental standards across the Asia-Pacific region.7
As an open agreement, the CPTPP will admit other countries into the bloc if they are
interested in and willing to follow and implement the rules and terms stipulated in this deal.
In fact, the CPTTP is receiving the attention of several nations, such as Britain, South Korea
and Thailand. The CPTPP also welcomes the return of the United States provided the
world’s largest economy accepts the principles of this deal.

BENEFITS AND CHALLENGES TO VIETNAM
Vietnam joined the CPTPP talks in 2008. There are many motivations behind Vietnam’s
participation in this deal.
Thanks to tariff reduction, Vietnam will be able to benefit from increased exports to CPTPP
markets, especially those with which Vietnam does not currently have FTAs such as
Canada, Mexico, and Peru, and particularly of goods for which Vietnam enjoys comparative
advantages such as textiles, footwear, electronic and agricultural products. In particular,
Vietnam is predicted to be the biggest beneficiary, with expected growth in foreign trade
and investment of 30.1 per cent and 14.4 per cent respectively by 2030. 8 By entering into
production networks among the CPTPP members, Vietnam can further integrate itself in
global production value chains, thereby promoting economic growth and reducing poverty.
In particular, according to Ousmane Dione, World Bank Country Director for Vietnam,
even under “conservative assumptions” a 2018 World Bank report “estimates that CPTPP
would increase Vietnam’s GDP by 1.1 percent by 2030. Assuming a modest boost to
productivity, the estimated increase of GDP will amount to 3.5 percent from CPTPP”. 9 At
the same time, the increasing export to CPTPP markets can create about 20,000-26,000 jobs
on average each year for Vietnam particularly in the manufacturing sector such as in textile
and garment, thereby helping to reduce the number of people living under the poverty line,
by nearly one million by 2030.10
Additionally, the commitments on services and investment in the arrangement can possibly
help Vietnam improve its investment climate and attract more foreign direct investment
(FDI) from countries within and outside CPTPP, thereby improving the production
capability of the whole economy. Furthermore, Vietnam’s participation in CPTPP may spur
the process of domestic economic restructuring, particularly regarding economic
institutions and the reform of state-owned enterprises (SOEs),11 while creating a more levelplaying field for private sector and small and medium enterprises (SMEs).
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Vietnam also faces remarkable challenges by signing on to the CPTPP. The industrial
production structure of Vietnam is not consistent with the provisions of the CPTPP,
particularly regarding the rules of origin. Due to the small scale of its domestic industries
and the lack of strong supporting industries, Vietnam has to import most of its intermediate
inputs. This makes it difficult for Vietnam to meet the requirements of domestic content
under the CPTPP.
Vietnam also has to revise many existing regulations regarding trade, customs, intellectual
property, and labour to bring them in line with the CPTPP as well as bridge any existing
gaps between the CPTPP and other bilateral and multilateral agreements that Vietnam is
participating in, such as the Regional Comprehensive Economic Partnership (RCEP). At the
same time, Vietnam will also face a challenge in state budget revenue as the reduction and
removal of import tariffs under the deals will lead to a decrease in state revenue.12
Other challenges include facing the increasing competition of exports and investment from
other CPTPP members, promoting the participation of private sectors and SMEs in
economic activities of the country, and carrying out comprehensive reforms of the SOEs.13
In Vietnam, SOEs perform multiple significant economic and social roles such as generating
employment and promoting social stability. However, under the CPTPP, these roles will be
considerably constrained by new regulations that will restrict the SOEs from obtaining
financing or preferential treatment from the Vietnamese government. Furthermore, all SOEs
in CPTPP member states have to ensure transparency in operation and information
provision. 14 With the additional need to promote fair competition between foreign
companies and SOEs under the CPTPP, SOEs are further constrained from giving
preferential treatment to local firms. 15 These conditions put strong pressure on SOEs to
undertake critical reforms especially in the way they are run, managed and assessed.
VIETNAM’S CONTRIBUTION
Given its unique conditions and status, Vietnam stands to enhance the value of the CPTPP
in various ways. The first is the demonstration effect that developing Asian countries or
countries with a dominant state-owned sector can take part in a high-standard trade deal
such as the CPTPP. Though many considered the agreement as essentially a US-Japan deal,
the involvement of Vietnam conveys a critical but different message, i.e. the CPTPP has the
ability to incorporate members with different political systems and at different levels of
development.16
Vietnam is the least developed economy in the CPTPP, with per capita income at around
US$2,500, while the average income of other member countries is about US$30,000. 17
Additionally, being the only non-market economy joining the CPTPP, Vietnam’s
participation helps to advance a central rule-making goal which is to codify disciplines that
restrain state capitalism practices that are not well covered by existing multilateral trading
institutions such as the World Trade Organization (WTO). 18 Thus, Vietnam offers an
excellent example of how even a small, low income and state-capitalism country can benefit
from participating in a high-standard agreement.
Secondly, with an emerging market and strategic geographical position, Vietnam provides
other CPTPP countries attractive opportunities to do business and expand their presence in
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the region. Vietnam is predicted to be among the fastest growth economies in the world in
the coming decades. This, along with a population of nearly 100 million, will surely enhance
the import and investment demand from external countries. Additionally, being located
centrally in East Asia and being in close proximity to China, Japan and South Korea,
Vietnam provides a good platform for countries to not only expand their economic activities,
but also to engage other major powers in political and security domains.
Thirdly, as a proactive member, Vietnam made crucial contributions in terms of hosting
meetings and finalizing negotiations to complete the signing of the CPTPP. This was
especially notable during the 2017 APEC Summit in Da Nang City, Vietnam. As host
country, Vietnam worked together with other participating countries, particularly Japan to
figure out ways to address the differing interests of countries in the CPTPP.19 In the context
of the US withdrawal as well as trade tensions between the United States and China, the
successful conclusion of the negotiations, which led to the signing of the CPTPP, is
considered a breakthrough achievement of APEC 2017.20
Efforts made by Vietnam on the CPTPP at the APEC 2017 have been widely acknowledged
by Japan, Australia, New Zealand and Canada. Japan’s Minister of Economy Toshimitsu
Motegi stated that “Japan is very grateful to Vietnam for its effective cooperation during
the past time”, and reaffirmed that Japan will continue to fulfill its role to coordinate, guide
and create linkages in order to make the CPTPP effective soon. Separately, Australian
ambassador to Vietnam Craig Chittick said that Vietnam accomplished a great mission as
host of APEC 2017 and played an important role in completing negotiations as well as in
promoting free trade and economic integration in the Indo-Pacific region.21
Fourthly, the participation of RCEP countries such as Vietnam, Singapore and Malaysia
which are also part of the CPTPP also helps to accelerate negotiations on the RCEP itself.
With the experiences gained from the CPTPP negotiations, these countries are now in a
better position to enhance and finalize the RCEP talks in the near future.
Fifthly, Vietnam’s presence in the CPTPP will facilitate other countries’ participation in
this agreement in the future. Many economies such as the Philippines, Thailand, Taiwan
and South Korea have expressed interest to accede to the CPTPP,22 not only because this is
a high-standard agreement but also because they do not wish to lose market access to CPTPP
members such as Vietnam, Singapore and Malaysia. In this regard, the participation of
Southeast Asian countries in the CPTPP will help to mitigate the potential losses caused by
the US withdrawal, while offering an alternative to purely Chinese-led economic initiatives
(such as the Belt and Road Initiative).23 On the other hand, it is not entirely impossible that
Vietnam’s membership of CPTPP may make it more palatable for China to consider joining
the CPTPP at some future point, since both are considered socialist economies and since the
United States has withdrawn from it.
Finally, as a CPTPP member, Vietnam can capitalize on its unique position to play the role
of a hub that offers investors services and a production base for entry into the lucrative
CPTPP market. In recent years, Vietnam has become an increasingly attractive investment
destination offering preferential access to the huge market of the CPTPP for foreign
investors, including non-CPTPP countries such as South Korea, China and Thailand.
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In summary, Vietnam has demonstrated positive and proactive participation and
contribution towards regional free trade integration through the CPTPP. Vietnam has also
re-affirmed its commitment to free trade and the rationale of its regional and international
economic integration strategy.

CONCLUSION
In short, Vietnam has been playing a proactive and important role in promoting megaregional trade agreements such as the CPTPP. Vietnam’s accession to the CPTPP created
motivation for low-income countries or countries with a dominant state-owned sector to be
part of a high-standard trade agreement as well as to play a role in rule-making. Vietnam
has made positive contributions to the negotiations and signing of the CPTPP, particularly
in the 2017 APEC summit held in Da Nang. With an emerging market and strategic
geographic location, Vietnam provides other CPTPP members opportunities to promote
exports and do business, thereby simultaneously expanding their presence in the region.
Vietnam’s participation in the CPTPP also contributes to speeding up the negotiation of the
RCEP and encourages other RCEP members to take part in the CPTPP.
Yet to meet its commitments under the CPTPP, Vietnam will need to press on with much
needed economic reforms in general and to upgrade its industrial production structure in
particular. In addition, a more concerted effort should be put on improving domestic
regulations and institutions as well as the competitiveness of SOEs.
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