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.

o

L

|

India-Vietnam relations soar higher

By Sandeep Arya
Indian Ambassador to Vietnam

n December, the Indian Embassy to

Vietnam organised an economic coop-

eration event on bilateral trade and in-

vestment. It assessed economic, trade,
and business trends and sectoral opportuni-
ties in chemicals, pharmaceuticals, agricul-
ture, garment and textiles, power generation,
banking, and much more.

This comes hot on the heels of a strong year
for both countries, with India and Vietnam re-
garded as bright spots in the global economy.
The International Monetary Fund has observed
that India is contributing about 15 per cent of
global growth, while Vietnam is widely rec-
ognised for its steady economic growth and
integration with the world.

Both countries have set high targets: India
aims to be a developed country by 2047, while

The EVFTA, by liberalising customs duties
and strengthening trade and business relations,
offers significant opportunities for EU com-
panies. It grants greater access to an emerging
market of nearly 100 million people, including
approximately 55 million workers. Additional-
ly, the agreement fosters partnerships, dialogue,
and cooperation, thereby enhancing relations
with the Southeast Asian region.

The deal has opened up opportunities for
EU investors in the Vietnamese market by
providing easier access in terms of foreign di-
rect investment and public-private partnership
projects. They can benefit from the EVFTA in
several sectors, and first is high-tech manufac-
turing. The deal facilitates EU exports of high-
tech products to Vietnam, including electrical
machinery and equipment, creating opportuni-
ties for EU investors in the Vietnamese market.

The second area is renewable energy. The
EVFTA has led to increased investments in
renewable energy by several EU countries,

Vietnam aspires to become a high-income,
developed country by 2045. These goals are
backed by determined governments, dynam-
ic entrepreneurs, and aspiring citizens in both
nations. These national trends are attracting
growing attention from authorities and busi-
nesses in India and Vietnam, leading to vi-
brant efforts to capitalise on opportunities and
synergies between them.

Economic growth and development in
both nations are driven by strong infrastruc-
tural building, expanding power generation
and distribution projects, the use of renew-
able energy, forward-looking industrialisa-
tion, foreign trade, innovation, and support-
ive human resources. These domains also
guide efforts to strengthen economic rela-
tions between both nations.

The present bilateral trade of about $15 bil-
lion per year has further prospects for growth
in terms of Indian exports in areas like engi-
neering goods, pharmaceuticals, agricultural
goods, garments and textiles, ICT, jewellery
and more. Vietnamese trade experts will know
better, but data suggests that Vietnam’s grow-
ing exports to India are competitive and could
grow in areas such as mobile phones and ac-
cessories, electronic items and spare parts, and
other industrial goods.

The ongoing review of ASEAN-India Trade
in Goods Agreement of 2009, which is to be
completed by the end of 2025, should generate
a more user-friendly, facilitative trade regime
with Vietnam and other ASEAN countries. The
two governments are also taking up efforts to
address technical issues in certain areas to fa-

contributing to the growth of this sector in
Vietnam. Third is pharmaceuticals. Approx-
imately half of EU pharmaceutical imports
to Vietnam will be duty-free, enhancing the
attractiveness of Vietnam’s pharmaceutical
market to EU investors.

Meeting stringent rules of origin (ROO) un-
der the deal may be a burden for businesses.
Could you elaborate on this obstruction?

ROO applies under the EVFTA where ap-
plicable goods must be originated in the EU or
Vietnam to receive preferential tariff. In this re-
gard, in 2020, rules were implemented in which
a product is stated to be considered to originate
in the EU or in Vietnam in two cases. The first
is a wholly obtained product, and the second
is products obtained by incorporating materi-
als which have not been fully obtained there,
provided that these materials have undergone
sufficient processing alteration work.

Vietnam faces significant difficulties com-

cilitate and enhance trade between them. The
recognition of each other’s standards for manu-
factured goods will be mutually beneficial.

The two governments have taken up sec-
toral discussions in areas such as agriculture,
healthcare, digital applications, energy, de-
fence, and banking, which will also enhance
trade and economic ties. Connectivity, logis-
tics, and transport were also identified as areas
for further work between us. The two countries
seek to develop a framework for cross border
real time digital payments that will benefit
businesses, travellers, and residents in each
other’s country. We believe that greater busi-
ness-to-business contacts, participation in trade
expos, and further supply chain linkages and
promotional initiatives will contribute to higher
trade between the two countries.

Figures from the General Department of
Vietnam Customs showed that both countries’
trade turnover has seen an annual growth rate
of 11 per cent over the past 10 years, reaching
$14.3 billion last year, and an estimated sum of
$15 billion in 2024. Over the past decade, In-
dia’s exports to Vietnam have increased by 7.2
per cent annually to $5.9 billion, while Viet-
nam’s exports to India have also risen by 14.8
per cent annually to $8.4 billion. Notably, ac-
cording to the embassy, Vietnam’s export value
to India has soared by 17.5 per cent over the
past three years, since the pandemic.

We see rising opportunities for greater in-
vestments between India and Vietnam. It was
useful that Prime Minister Pham Minh Chinh
reached out directly to Indian businesses at the
bilateral business forum in Delhi in July 2024,

plying with the EVFTA’s ROO due to the
practice of sourcing inputs from neighbouring
countries to take advantages of the rule on cu-
mulation of origin. Accordingly, such a rule
allows Vietnamese goods produced through
multiple stages to utilise raw materials from
other countries while still meeting the required
regional content.

Specifically, in the textile and garment sec-
tor, production materials can be imported from
countries having signed FTAs with both the EU
and Vietnam, such as South Korea. Therefore,
businesses can import raw materials from EU
countries or other countries with FTAs with the
EU to take advantage of tax incentives. How-
ever, the cost from these countries is not cheap.

Even with a zero tariff rate, importing mate-
rials from South Korea still fails to achieve eco-
nomic efficiency. This complex supply chain
network makes it difficult for many exports to
meet the strict criteria needed to qualify for du-
ty-free treatment. As a result, many firms have

and also individually met heads of numerous
Indian corporations and specialised companies
in areas of promise.

Also in 2024, VinFast had announced in-
vestments in e-vehicle production in India,
while FPT is also deepening its presence in In-
dia. We also encourage investments from Viet-
nam in agriculture, aquaculture, wood process-
ing, urban development, production of bamboo
and forestry products, hospitality and tourism,
digital technology, and more besides in India.

We recognise that investment flow is a
process ranging from informing businesses
about opportunities, understanding of the legal
environment, discussions between them and
governments, identifying mutual interests, and
implementation of decisions. Efforts at all these
levels are in progress involving numerous busi-
nesses in both India and Vietnam, and I hope to
see the value of $2 billion of investments be-
tween us to grow in the coming years.

It is apparent that high technology and
emerging fields will play on increasingly im-
portant role in future economies. Apart from
growing digital applications, developments in
telecoms, fintech, semiconductors, Al, biotech-
nology, rare earths, and more are areas of inter-
est in India and Vietnam.

The prospects and opportunities for stron-
ger trade, investment, business partnerships,
and technological collaboration between India
and Vietnam are and will continue to be bright.
We hope that efforts at all levels to seize these
opportunities will result in a higher level of
comprehensive strategic partnership between
the two countries.m

difficulty taking full advantage of the deal’s
benefits. Complicated admin procedures to cer-
tify origin also pose significant obstacles.

How can exporters in Vietnam overcome this
and boost their shipments to the EU market?

To overcome challenges posed by the ROO
under the EVFTA, exporters can adopt several
solutions. First is to obtain a thorough under-
standing by participating in government and
industry-led workshops on the requirements.

Second is to build an effective system of
origin management and supply chain tracking,
enterprises need to prepare from the beginning
of the production process, for example, from
selecting the source of raw materials, collect-
ing certificates of origin of raw materials, and
storing supporting documents. Third is to pro-
actively secure a supply of raw materials by
collaborating with local suppliers to ensure a
steady and compliant supply of materials, re-
ducing reliance on imported materials.m
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