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Synopsis 
⚫ The COVID-19 pandemic adversely affected Viet Nam’s trade activities via the weakening 

global demand and value chain disruptions, but Vietnamese enterprises attempted to 
adapt to the new context. 

⚫ In the new normal, Viet Nam had some opportunities from shift of global value chains 
towards ASEAN, promotion of innovation and digital technology, and new-generation free 
trade agreements (FTAs). 

⚫ Viet Nam should continue to be open to trade after COVID-19. In this context, ASEAN 
cooperation remains instrumental. 

 

The global economy has undergone a period of high uncertainty and volatility. The 
downturn risks already became material even by 2019, particularly in advanced economies 
such as the US and EU (see IMF 2019, 2020). Geopolitical tensions increased in various regions 
and challenged global economic growth. At the same time, economic development and trade 
growth are further hampered by the rise in protectionism. In that context, the outbreak of 
the COVID-19 pandemic and associated unprecedented responses by governments all over 
the world led to adverse consequences to the global economy, including the disruption of 
trade activities. In turn, this seems to have produced a different triggering effect on the flows 
of foreign investment, as investors seek to diversify production bases (CIEM 2020). 

Trade has been an important driver of Vietnam’s economic growth and development 
in the past three decades. Average export growth reached 17.6 per cent per annum during 
1990-2019. Even difficult times of the world economic downturn in 2009-2010 still saw 
positive rates of export growth and import growth in Viet Nam. Specifically, Viet Nam’s export 
growth quickly recovered from -8.9 per cent in 2009 to 26.5 per cent in 2010. During the early 
years of the US-China trade war, the country managed to have positive export growth, 13.3 
per cent and 8.4 per cent in 2018 and 2019, respectively. Additionally, while the foreign-
invested enterprises dominated exports with a share of over 70 per cent before 2018, the 
domestic firms became more resilient during 2018-2019 with double-digit export growth 
rates. 

However, the outbreak of the COVID-19 pandemic in 2020 and related responses 
disrupted the regional supply chain and questioned the resilience of trade activities in the 
country. Export growth decreased from 7.5 percent in the first quarter of 2020 to 0.2 per cent 
in the first half of 2020 (YoY). However, export activities started to rebound from July, and 
YoY cumulative export growth achieved 4.2 percent and 5.0 percent as of September and 



2020 RIN Online Workshop Series on COVID-19  
 

2 
 

October of 2020, respectively. Notably, import growth has been remarkably lower than 
export growth, which questions the sustainability of inventory for export production. 

Underlying those observations are the several impacts of the COVID-19 pandemic on 
Viet Nam’s trade activities. First, global demand has weakened, which reduced the propensity 
to import in various markets. As an estimate by the CIEM (2020), each 1-percentage-point 
decrease in world GDP growth would cause Viet Nam’s export growth to contract by 1.6 
percentage points. The cancellations of the order by importers in various markets became 
more popular in 2020. Second, different countries’ COVID-19 pandemic and border measures 
led to disruptions of the value chains, thereby adversely affecting Viet Nam’s trade. In 
particular, for such sectors with significant projected benefits from the Comprehensive and 
Progressive Agreement for Trans-Pacific Partnership (CPTPP) and EU-Viet Nam FTA (EVFTA), 
such as textiles and garment, leather, food, and beverage, the disruption caused by the 
COVID-19 pandemic was also evident. Depending on the responses by Viet Nam to source 
domestic inputs, it may either benefit more from CPTPP and EVFTA or fail to participate in the 
regional value chains under disruption by the COVID-19 pandemic. Third, Vietnamese firms 
have somehow adapted to the new trade context. The increase in the export of medical masks 
has been remarkable in 2020. 

From another perspective, the COVID-19 pandemic and associated contextual changes 
arguably brought about some opportunities for Viet Nam. First, the global value chains may 
shift further towards Southeast Asia. It was reported that 30 Japanese enterprises considered 
to move away from China, and 15 among them would opt for Viet Nam (Quynh Trang and 
Minh Nga 2020). Second, the COVID-19 pandemic induced the government and firms in Viet 
Nam to quickly promote innovation and use of digital technology. E-commerce has risen more 
drastically during the period of lockdown and social distancing in 2020. Policy dialogues in 
2020 have become more accommodative of fintech. Finally, the economic opportunities 
generated by new-generation FTAs such as CPTPP and EVFTA appear to be ample, and well-
received by the business communities in Viet Nam. 

Looking forward, Viet Nam should continue to remain open to trade. We argue that 
Viet Nam could enhance its trade resiliency after the COVID-19 pandemic via several strands 
of efforts. First, Viet Nam should continue to deepen trade facilitation, including via 
implementation of FTAs such as CPTPP, EVFTA, Regional Comprehensive Economic 
Partnership (RCEP), and digital trade promotion. Second, Viet Nam should enhance the 
linkage between domestic enterprises and foreign-invested enterprises. Third, the country 
should further incorporate standards of sustainable development in trade and investment 
policy. Finally, more concrete reforms of the domestic business-environment would be 
essential. Reforms should adapt to the new normal as well. For instance, as the firms revert 
more to online meetings and negotiation, online dispute resolution would be complementary.  

In all those policy directions, promoting ASEAN cooperation would be instrumental. 
On the one hand, by working together, ASEAN may be better positioned to shape the new 
center of global/regional value chains. In this regard, investment cooperation and investment 
liberalization would be beneficial, not only for attracting foreign investors but also helping to 
avoid the “race to the bottom”. On the other hand, ASEAN should continue to share 
experiences and promoting initiatives to improve “the sense of ASEAN”. It should be noted 
that Viet Nam had to work with ASEAN to mitigate issues related to regional shocks (such as 
the Asian monetary-financial crisis) just after its accession to ASEAN, which built up 
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experiences for effectively responding to the global financial crisis later. The room for capacity 
building within ASEAN remains ample, including but not limited to trade policy analysis after 
COVID-19, streamlining NTMs. 
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