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→ India’s withdrawal from RCEP heated internal debate within Vietnam
about joining RCEP, however the political will and strong faith in trade
liberalisation by Vietnamese leaders drove the country’s effort to eventually
sign the Agreement
→ Despite a keen desire for trade liberalisation, Vietnam has previously
struggled to fully utilise its FTAs
→ COVID-19 has created an urgent need for Vietnam to join RCEP as a way
to boost post-pandemic economic recovery
→ Vietnam’s participation in RCEP provides it with increased prominence
on the international stage to advocate for multilateralism and the protection
of a rules-based economic order
→ Going forward, Vietnam is faced with two tasks: increasing the
utilisation of its FTAs and working with other countries to find other ways to
engage with India in the region
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KEY POINTS

The Regional Comprehensive Economic Partnership (RCEP) was finally signed in November
2020, after nine years of negotiations. This event reflects great joint efforts of the signatory
countries in general and Vietnam in particular to push forward regional linkages and trade
liberalisation despite a growing trend of protectionism.
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Although strongly supportive of RCEP, Vietnam’s decision to sign it was not an easy one, because
of a long process of negotiations with many ups and downs. Particularly, the withdrawal of India
from RCEP at the last minute (2019) heated an internal debate about whether it would bring
benefits for Vietnam.
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Successful open economy as a foundation for economic growth
On one hand, supporters of RCEP base their positions on past experiences and the potential
strategic interests. Vietnam’s successful economic performance in the last thirty years since
Doi Moi in 1986 has been largely attributed to Vietnam’s open economy policy, or international
integration policy, through World Trade Organisation accession and participation in free trade
agreements (FTAs).
According to a report submitted by the Ministry of Industry and Trade to an inspection committee
organised by the National Assembly in September 2020, the implementation of thirteen FTAs has
positively contributed to increasing more than 300 percent of Vietnam’s GDP, and 350 percent
of export and import turnover.1

Strong leadership support for integration
This economic success has formulated a strong confidence in Vietnam, especially among top
leaders that further integration with the world is Vietnam’s indispensable path for economic
development. The decisive policy response regarding joining RCEP was reported and directed
by the Politbureau of the Communist Party of Vietnam. It is also Vietnamese leadership’s
determination and political will that pushed the signing of the Comprehensive and Progressive
Agreement of Trans Pacific-Partnership (CPTPP) in 2018 when Vietnam assumed APEC’s Chair.

Despite rising unilateralism and protectionism throughout
the world, support for multilateralism, trade and investment
liberalisation and globalisation has not waned in Vietnam, and has
indeed remained a key driver of its RCEP policy.
This same attitude has been the reason behind Vietnam’s accession to new generation FTAs,
such as the European-Vietnam Free Trade Agreement (EVFTA), Trans-Pacific Partnership
(TPP), and later the Comprehensive and Progressive Agreement for Trans-Pacific Partnership
(CPTPP), despite the United States’ withdrawal from the TPP. Thus, RCEP is seen unquestionably
an important part of Vietnam’s consistent FTA policy.

Potential economic benefits
The potential economic benefits of RCEP are expected to be varied, but not limited only to GDP
growth (increasing 0.66% by 2030),2 market access, export promotion, and attraction of foreign
direct investment. Participation in the world’s second most important trade agreement will also
provide Vietnam with increased weight in shaping the regional trade order towards globalisation
by participating in the rule-making process.
It is expected that Vietnam will gain access to the largest free trade zone in the world, accounting
for thirty percent of the global population. The harmonisation of rules of origin will be one of the
most significant benefits as Vietnam can now import more important materials for export due to
cumulative rules of origins for about 5000 tariff lines. Under the previous network of ASEAN+1,
agreements applications needed to be made according to five separate rules of origins from five
different FTAs.

At the same time, key products, including tropical agriculture, fisheries, food products, and
service markets, such as telecommunication and logistics services are expected to benefit the
most due to increased exports. Moreover, RCEP will help provide more opportunities to facilitate
domestic reform, a more competitive and transparent business and investment environment, a
better e-commerce platform, and improved customs procedures.

Concerns of weak economic competitiveness

According to the Vietnam Chamber of Commerce and Industry, the two main reasons for this
underutilisation are enterprises’ lack of deep knowledge about complicated FTAs commitments
(less than 2 percent of surveyed enterprises) and weak implementation mechanisms of
competent authorities.4
Although RCEP does not create a big change regarding tariff reduction, there is a high risk
that Vietnam’s market will be flooded with products from RCEP members, especially Chinese
products, and thus become more dependent on China, similar to the impacts of ASEAN-China
FTAs. This negative impact has been foreseen and neutralised by measures such as longer
schedules, particularly on sensitive products.
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On the other hand, however, some are more sceptical of RCEP’s usefulness. As a number of
Vietnam’s FTAs have not been fully utilised, opponents argue that the shortcomings of these
FTAs indicate that RCEP is unlikely to reap significant benefits for Vietnam. Vietnam’s FTA
utilization rate is only 40% (2020), compared to 51% (South Korea), 48% (India,), 69% (Chile).3
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COVID-19 as a key driver to strengthen determination to sign RCEP
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With or without COVID-19, Vietnam was always expected to sign RCEP despite internal debate.
However, the pandemic has caused unprecedented economic, trade, investment and global
supply chain challenges. Vietnam, like other members, looks towards RCEP as an important
driver for global and regional trade and economic recovery. As a consequence of the economic
hardship posed by COVID-19, Vietnamese support for RCEP has become stronger than ever.
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As Vietnam’s Minister of Industry and Trade said, RCEP will become a fundamental platform to
promote joint efforts of member countries to fight against COVID-19 and recover the multilateral
trade system to establish a new normal for the region.5
As ASEAN’s Chair for 2020, Vietnam set signing RCEP as a high priority on its agenda, and made
enormous efforts to lead the group to reach a consensus among members. Not only for its own
benefit, but also for confirming ASEAN’s centrality in leading and maintaining the market and
supply chain given the global and regional geopolitical and economic turbulence.

RCEP reflects broader solidarity and commitment of the IndoPacific region towards economic integration and liberalisation to
defend the rules-based multilateral trading system.
One of the biggest impacts of COVID-19 for Vietnam is the reorganisation of global supply
chains and foreign investment activities, especially the shift of manufactures to many Southeast
Asia countries, including Vietnam. It is expected that RCEP could help Vietnam to enhance
competitiveness, production capacity, technology capacity, and quality of labour.

RCEP, together with the CPTPP, can be considered as the two wings
for Vietnam’s economic take off.
Whether Vietnam can take advantage of RCEP or not depends on how it finds ways to overcome
persistent difficulties, particularly utilisation of FTAs, RCEP being the most important. Another
pressing task is to work together with other countries to reengage India in RCEP, which brings
with is significant strategic, political and economic weight to counter China’s increasing
influence in the region.
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