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Truong Dai hoc Ngoai thuwong, Ha Ngi, Viét Nam

Tom tit

Thi truong dugc pham Viét Nam dugc nhan dinh 1a mot khu vyc tiém nang. Mt d6 san sang chi
tra cho céc dich vu y té ¢4 xu hudng ting 1én do thu nhap binh quan dau ngudi cao hon, trong khi
moi trudng séng dang co nguy co 6 nhiém cao lam gia ting nhiéu loai bénh tat... 1a yéu té chinh
dan dén sy phat trién caa nganh duge. Do d6 thi trudng Viét Nam dang thu hat cac doanh nghiép
dugc pham & nhiéu qudc gia tir khéi Lién minh chau Au (EU). Ké tir khi Hiép dinh Thuong mai
ty do Lién minh chau Au-Viét Nam (EVFTA) c6 hiéu luc vao nam 2020, con dudng nhap khau
dugc pham tir thi tredng Lién minh chau Au cang ma rong. Vi vay, nhém nghién ciru mong mudn
tim hiéu vé EVFTA trong nhap khau dugc pham tir cac nudc trong Lién minh chau Au nham muc
tiéu: Thir nhét, tim hiéu chung vé cac noi dung chinh cua hiép dinh EVFTA ciing nhu cam két dén
tir hai phia. Thir hai, phan tich vé thyuc trang, co hoi va thach thirc ma EVFTA dem lai cho thi
truong nhap khau dwoc pham cua Viét Nam. Thi ba, d& xuat phuong hudng cho doanh nghiép
Viét Nam trong bi canh thyc thi hiép dinh EVFTA.

Tir khéa: Hiép dinh Thuong mai t do Lién minh chau Au-Viét Nam (EVFTA), dugc pham, nhap
khau, Viét Nam.
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Abstract

Vietnam's pharmaceutical market is considered a potential area. Consequently, the Vietnamese
market is attractive to large pharmaceutical corporations and enterprises from many countries,
including the European Union (EU). Since the EU-Vietnam Free Trade Agreement (EVFTA)
officially took effect in 2020, the path to import pharmaceuticals from the EU market area is even
wider. This research has been done for three main reasons. Firstly, to study the main contents of
the EVFTA as well as commitments from both sides. Secondly, to analyze the condition,
opportunities and challenges that EVFTA brings to Vietnam's pharmaceutical import market.
Lastly, to show recommendations for Vietnamese enterprises in the context of EVFTA
implementation.

Keywords: EU-Vietnam Free Trade Agreement (EVFTA), pharmaceutical, imports, Vietnam.

1. Introduction

The EU-Vietnam Free Trade Agreement (EVFTA) is a new generation Free Trade Agreement
between Vietnam and 27 European Union member states (Nhan dan News, 2019). It is a
comprehensive and high-quality agreement which ensures balanced benefits for both Vietnam and
the EU, with consideration for the differences in development levels between the two sides. The
EVFTA is projected to give Vietnam's exports a big boost, benefiting by diversifying markets and
exports, especially agricultural and aquatic products, as well as Vietnamese products with
competitive advantages.

Pharmaceutical import expenses from the EU into Vietnam’s market have continuously
increased in recent years. With more than 97 million people, the level of payment for healthcare
is increasing, the Vietnamese market is attractive to large pharmaceutical corporations and
enterprises from many countries, including the European Union (EU). Since the EU-Vietnam Free
Trade Agreement (EVFTA) came into effect, more and more Vietnamese enterprises have taken
advantage of the Priority from the EVFTA. The appearance of the EVFTA also made it easier to
import pharmaceutical products from the EU with less cost.

Since EVFTA was signed on June 30, 2019, a great number of researchers have expressed
concern about the potential of EVFTA for EU pharmaceutical enterprises. The research of Do
(2020) has pointed out the potential of EVFTA, the emerging opportunity for the EU importers,
and the challenges for the Vietnam domestic pharmaceutical corporation. The result of Vu’s
research (2016) showed that the EVFTA will have enormous impacts on Vietnam’s
pharmaceutical imports from the EU. Generally, these researchers proved that the EVFTA will
deeply affect Vietnam pharmaceutical imports. Researches in Vietnam had been made to assess
the potential of EVFTA in Vietnam’s pharmaceuticals import from the EU.

The EVFTA will bring huge benefits for EU importers and multinational pharmaceutical
corporations thanks to non-tariff barriers. Nevertheless, the EVFTA will make domestic
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pharmaceutical enterprises hard to compete with other multinational pharmaceutical corporations.
Therefore, this research had been conducted with an aim to propose some recommendations for
Vietnam’s pharmaceutical enterprises in the context of EVFTA implementation to optimize the
opportunities and overcome the challenges.

2. Overview of EVFTA

2.1. The main contents of EVFTA

The EVFTA is a win-win trade agreement that benefits both Vietnam and the EU equally and
complies with World Trade Organization (WTO) rules (Nhan dan News, 2019). The agreement
consists of 17 chapters, two protocols, and several attached memorandums, with the following
main contents:

Trade in goods: The elimination of tariff barriers will be at the highest level, which will benefit
exports of both sides. Other contents related to trade in goods: Vietnam and the EU also agreed on
contents related to customs procedures, Sanitary and Phytosanitary (SPS), technical barriers to
trade (TBT), trade remedies, etc., creating a legal framework for the two sides to cooperate,
creating favorable conditions for export and import of enterprises.

Services, Investment liberalisation and E-commerce: The goal of Vietham and the EU's
commitment on investment services trade is to create an open and advantageous investment
environment for both sides' firms. In e-commerce, in order to promote the development of this
field between Vietnam and the EU, the two sides commit not to impose import tax on electronic
transactions. The two sides also committed to cooperate through maintaining dialogue on
management issues raised in e-commerce. Both sides will also work together to share information
on domestic legal restrictions and enforcement difficulties.

Government procurement: Vietnam and the EU have agreed on contents equivalent to the
Government Procurement Agreement (GPA) of the WTO. With some obligations such as online
bidding, setting up an electronic portal to publish bidding information, etc., Vietnam has a roadmap
for implementation. The EU is also committed to providing technical assistance to Vietnam to
fulfill these obligations.

Intellectual property rights: Commitments of both sides on intellectual property include
commitments on copyrights, inventions, patents, commitments related to pharmaceuticals and
geographical indications, etc.

Beside the main contents, the EVFTA also covers other aspects including rules of origin,
customs and trade facilitation, sanitary and phytosanitary measures, technical barriers to trade,
sustainable development, cooperation and capacity building, and legal-institutional issues.

3. The commitments of Vietnam and EU to EVFTA
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3.1. Reduction of tariffs
Trade in goods

When products with origins in the other party are imported into each other's territory, both
Vietnam and the EU use a shared tariff schedule. Import tariff reductions under the EVFTA are
separated into four categories: eliminating import tariffs immediately, eliminating import tariffs
under the specific schedule, applying tariff rate quota (TRQ), and uncommitted goods. According
to the agreement, the EU would remove import tariffs on 85.6% of tariff lines, approximately
70.3% of Vietnam's exports to the EU, as soon as the agreement takes effect. The EU will then cut
import taxes on 99.2 percent of tariff lines, or 99.7% of our exports, after seven years. The EU
offers TRQ for the remaining 0.3 percent of Vietnam's exports, with zero import tariffs. As a result,
100% of Vietnam's exports to the EU will be removed within a short period. So far, among signed
FTAs, this is the greatest level of commitment a partner has given us. This perk is especially
significant given that the EU has long been one of our two major export markets. Vietnam
committed to remove import taxes on 48.5 percent of tariff lines, equivalent to 64.5 percent of EU
exports. After that, Vietnam would abolish import taxes on 91.8 % of tariff lines, representing 97.1
% of EU exports, after seven years. After 10 years, the corresponding elimination rate is 98.3%
of EU tariff lines and 99.8% of EU exports.

Following the implementation of the agreement, about 71% of pharmaceutical items from the
EU will bear no import duty. The remaining 29% will be excluded from import tariffs after a five-
to seven-year period. Vietnam also implements the TRQ in accordance with WTO commitment
or the schedule of reducing import duties in more than 10 years to 1.7 % of the remaining EU
tariff lines.
Tariffs quotas

A small number of goods originating from the opposite Party are susceptible to TRQ in
addition to import taxes. Part B — Tariff Rate Quotas, Annex 2-A of the EVFTA specifies the
content of this commitment, which includes the fundamental principles, detailed commitments for
each item, as well as the related regulations and conditions for the grant of a TRQ. The Tariff
Quotas shall be managed by the EU in accordance with EU legislation, with the goal of promoting
trade among the Parties and maximizing the TRQ. Vietnam continues to apply tariff quotas in line
with its WTO commitments regarding the quantity of quotas, the mode of administration, and other
terms and conditions relating to tariff quota allocation. Within 11 years of the EVFTA's coming
into effect, the TRQ for goods imported from the EU will be gradually eliminated.

Non-tariffs barrier
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The two parties agree to improve the application of the WTQO's TBT rules, in which Vietnam
commits to enhancing the use of international standards in issuing TBT regulation. The
Agreement uses a separate Annex on non-tariff barriers to the automotive sector, in which Vietnam
agrees to recognize all technical conformity certification for EU automobiles issued in accordance
with the principles of the 1958 UNECE Agreement five years after the EVFTA takes effect.
Vietnam also agrees to accept the label "Made in EU" for non-agricultural products, with the
exception of pharmaceuticals, while continuing to accept specific labels of origin from EU
countries. Furthermore, Vietnam and the EU have agreed on a number of SPS's principles to
promote trade in animal and plant items. The Agreement also includes commitments towards
reducing: commitments on export/import licensing, customs procedures, etc.

Appendix on pharmaceutical

A separate Annex on pharmaceuticals is included in the agreement, with EU export goods
accounting for 9% of total imports from the EU and Vietnam. The two parties willingly take a
series of steps to make pharmaceutical trade between the EU and Vietnam more efficient. Foreign-
invested businesses will be allowed to import medicines but will not be allowed to participate in
wholesale or retail sales, and will only be allowed to resell Vietnam's pharmaceutical products to
certified distributors. Vietnam allow EU contractors to participate in pharmaceutical bidding
packages, with some separate reservations.

3.2. Services, Investment liberalisation and E-commerce

Vietnam and EU's commitments on trade in services and investment with an attempt to
develop an open and favorable investment environment for firms of both sides. In service sectors,
Vietnam's commitment goes further than that of the WTO. The EU's commitment is higher than
the WTO's and is comparable to the EU's most recent agreements' highest level of commitment.
Professional services, financial services, telecommunications services, transportation services,
distribution services, and other industries are among those in which Vietnam has committed to
assisting EU investment. A new Vietnam-EU e-commerce trading platform has been established to
increase trading between small and medium-sized businesses, as well as home businesses, while
also taking use of the EVFTA's potential. Vietnam has also made a number of commitments in
terms of recycling.

3.3. General obligations in Trade in Services and Investment Market access

Unless the Schedule of Specific Commitments specifies otherwise, both Parties agree not to
impose restrictions on: the number of enterprises allowed to participate in the market, the value of
transactions, the number of operations, the participation of foreign capital, the types of legal entity,

and the number of natural persons employed.
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National treatment

According to the Schedule of Specific Commitments, both Parties commit to accord to
services, service suppliers and investors of the other Party treatment no less favourable than that
accorded to its like services, service suppliers and investors, unless prescribed otherwise in the
Schedule. Both Parties agree to treat enterprises of a Party's investors operating on the territory of
the other Party in the same way as enterprises of their own investors are treated, with the exceptions
specified in the Schedule and other specific exceptions.
Most-favoured nation

Both Sides agree to handle the investments of licensed investors from the other Party in the
same way as investments from third-country investors are treated. Communication, recreational,
cultural, and sports services, air transport and commercial aviation rights, fisheries and
aquaculture, forestry and hunting, and oil and gas mining are excluded from these requirements.
Performance requirements

As listed in the Schedule of Specific Commitments, both Parties agree not to impose or
enforce performance requirements such as: regulation on a given level or percentage of goods or
services exported, regulation on a given level or percentage of domestic content, binding the
volume or value of imports to the volume or value of exports or to the amount of foreign exchange
inflows associated, etc.
3.4. Government procurement

In the EVFTA, the principle of government procurement (public tendering) is the same as in
the WTO GPA. The EU-Vietnam Government Procurement Agreement focuses on improving the
transparency and effectiveness of government procurement while also maintaining the efficiency
of government spending. Vietnam's responsibility is to handle online bidding by creating a site
where bidding information may be posted. In exchange, the EU offers to give technical support to
Vietnam in order for it to meet its responsibilities. Vietnam also reserves the right to set aside a
percentage of the value of bidding packages for domestic contractors, goods, services, and
employees under certain conditions. As a result, the EVFTA's Government Procurement Chapter
is divided into two sections: general rules and contractor selection procedures; and market access
commitments in Government Procurement between Vietnam and the EU, which includes one
annex on Vietnam's commitments to open the market to EU suppliers and another on EU
commitments to open the market to Viet Nam suppliers.

According to the Government procurement chapter, European firms will be able to access the
Vietnamese public procurement markets after 2 years of the EVFTA's implementation. This will

reduce the share of public contracts reserved for local companies to 50%. The Ministry of Health
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and the 34 public hospitals listed in the chapter will be able to centralize their purchases of
pharmaceutical products due to this opening. Furthermore, this approach will save these businesses
time and money, as well as provide a new window of opportunity for European companies.
Intellectual property rights

In general, Viet Nam's Intellectual Property commitments are in line with the country's present
laws and regulations. Copyright, trademarks, patent rights linked to healthcare, geographical
indications, and other intellectual property commitments are among them.

In the case of pharmaceuticals, foreign firms were prohibited from directly distributing
medications on Vietnamese premises under Vietnamese legislation. To get access to the
Vietnamese market, European firms were compelled to employ native enterprises, primarily
through mergers and acquisitions. However, as part of the EVFTA, Vietnam has agreed to allow
international pharmaceutical businesses, notably those from Europe, to open on its territory. As a
result, these businesses will be allowed to import pharmaceutical items legitimately, store and sell
them to local distributors and wholesalers. Vietnam also agrees to extend exclusive data protection
for EU pharmaceutical items, and the patent protection period may be extended for no more than
two years if the government delays the issue of pharmaceutical product licenses.

4. EVFTA and Vietnam’s pharmaceutical imports from the EU
4.1. An overview of Vietnam’s pharmaceutical imports from the EU before EVFTA

The EU, India, the United States, and South Korea are Vietnam's top pharmaceutical import
markets, while the ASEAN area, Japan, Cyprus, and the United States are its top export markets.
It's worth noting that most EU investors buy raw materials within the EU, transport them to
Vietnam, and then manufacture or process the product before re-importing it. Due to the aging of
medical equipment in public hospitals, Vietham has implemented reduced tariffs and no
restrictions for certain items under the EVFTA. The same may be said about pharmaceuticals.
Customs taxes on pharmaceutical items varied from 0% to 14%. Most domestic companies lack
research and development capabilities and do not meet the European Union Good Manufacturing
Practice (EU-GMP) or Pharmaceutical Inspection Co-operation Scheme Good Manufacturing
Practice (PIC/S-GMP) standards required to manufacture high-quality generic drugs, which is one
of the reasons for Vietnam's reliance on imports. With many Chinese manufacturers closing owing
to environmental concerns, the market is seeking for exporters from other nations. Vietnam
imports more than 90% of its medication supplies from China. Currently, 70% of medicines are
sold through hospitals in Vietnam, with the remaining 30% coming through pharmacies. Yet, it is

crucial to highlight that recent domestic legislation has made it more difficult to enter the market.
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The major legislative framework controlling the pharmaceutical sector in Vietnam, including
registration, sale, and distribution of medicines, is the 2016 Law on Pharmacy, which went into
effect on January 1, 2017. In addition, the MOH has issued Circular No. 07/2018/TT-BYT, which
states that medical representatives who give medication information to doctors and hospital
managers can no longer be housed in Representative Offices. Many pharmaceutical companies
have expressed concern that the Law raises questions about Representative Offices' rights and
responsibilities, particularly whether such offices can provide drug information to health care
providers directly or indirectly (through third parties) and employ representatives to do so.
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Figure 1. Vietnam’s pharmaceutical import turnover from the EU in 2019-2020
Source: General Department of Vietnam Customs

The EU (EU27) continues to be Vietnam's largest pharmaceutical supplier in 2020. According
to figure 1, pharmaceutical import turnover from the EU market reached 1.58 billion USD on May
11, 2020, up by 15.4% over the same period in 2019, and accounting for approximately 53% of
Vietnam's total import turnover. However, the activity of importing goods from scratch within
2020 has been proven to be very challenging so far due to the Covid-19 epidemic. In the first
eleven months of 2020, the import of these items has only decreased in January and July, while
they increased for all of the remaining months. Vietnam's pharmaceutical imports from the EU in
June saw the highest level of increase since the start of 2020, with 183.6 million USD (Figure 1).
The major reason for the increase in EU pharmaceutical imports is to satisfy the requirements of
individuals and medical facilities during the quarantine period. The Covid-19 outbreak is causing
fear that pharmaceutical supply from Europe will continue to be affected.
4.2. An overview of Vietnam’s pharmaceutical imports from the EU after EVFTA

Vietnam’s pharmaceutical market remains attractive to EU investors. Over the past few years,

EU27 has been the largest pharmaceutical supply market area in Vietnam. Pharmaceutical imports
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from the EU have accounted for approximately 53% of the total import turnover of this commodity
into Vietnam (Ministry of Industry and Trade 2021). From an overall perspective, according to the
calculation from the General Department of Vietnam Customs, the total import turnover of
pharmaceuticals from the EU market to Vietnam in the first 11 months of 2020 reached 1,583
billion USD and increased to 15.4% compared to the same period in 2019. Furthermore, within 4
months after the EVFTA officially took effect (from August 2020 to November 2020), 71% of EU
pharmaceutical imports will be duty-free immediately with the rest exempted from duty from five
to seven years, Vietnam's pharmaceutical import turnover from the EU rose to 19.1% over the
same period last year (Table 1).

To be specific, according to table 1, in the first 11 months of the year 2020, Vietnam's
pharmaceutical imports witnessed an increase in most EU market compared to the same period in
2019, with only 02 markets which were Denmark and Belgium declined to 42.5% and 1.8%
respectively. From August 2020 to November 2020, there were also only 03 markets: Denmark,
Austria, and Italy that saw a decrease of 71.9%, 6.6%, and 1.9% respectively over the same period
last year. Meanwhile, France is still firmly in the top position of drug supply market in Vietnam
with an import turnover far ahead of the following market. Accordingly, in the 4 months after the
EVFTA took effect, the import turnover of pharmaceuticals from France attained the highest
number (158.2 million USD) among the EU market. In the first 11 months of 2020, this figure
reached 465.8 million USD, increased approximately 27% compared to the same period last year,
and accounted for 29.4% of the total pharmaceutical import turnover of Vietnam from the EU
market. Germany is the second largest pharmaceutical supply market with import turnover
reaching 128.4 million USD after the EVFTA came into effect and reaching 356.7 million USD
in 11 months of 2020. Germany witnessed a rise of 23.4% over the same period in 2019 and
accounted for 22.5% of total pharmaceutical imports from the EU. In addition, there are also a few
markets with import turnover increasing by more than 15% in the first 11 months of 2020
including: Ireland (19%), Sweden (27.3%), and the Netherlands (15.3%) (Table 1).

Table 1. Vietnam's pharmaceutical imports from the EU market

FTU Working Paper Series, Vol. 1 No. 3 (3/2022) | 99



Compared to Compared to

August 2020 First eleven
the same _ the same )
to November o months in o Proportion
2020 period in 2020 period in
Goods 2019 2019
Thousand Thousand
% % %
USD USD
Total 562,759 19.1 1,583,327 15.4 100.0

France 158,209 22.0 465,811 26.9 29.4
Germany 128,480 27.8 356,691 23.4 22.5
Italia 57,387 -1.9 170,358 9.7 10.8
Belgium 50,041 31.7 134,801 -1.8 8.5
Ireland 33,220 28.9 103,202 19.0 6.5
Sweden 28,425 85.4 69,794 27.3 4.4
Spanish 21,957 0.2 68,764 2.5 4.3
Austria 23,144 -6.6 68,405 53 4.3
Poland 23,892 26.2 49,340 0.7 3.1
Netherlands 21,245 334 46,673 15.3 2.9
Hungary 13,078 27.8 30,478 14.4 1.9
Denmark 3,680 -71.9 19,010 -42.5 1.2

Source: General Department of Vietnam Customs

It can be clearly seen from table 2 that pharmaceutical import turnover from the EU after the
EVFTA officially took effect (last 5 months of the year 2020) reached 726 million USD and rose
to 17.3% over the same period in 2019. However, compared to the last 5 months of 2020 and the
whole of 2020, pharmaceutical import growth in the first quarter of 2021 had slowed down.
Pharmaceutical import turnover from the EU market in the first quarter of 2021 reached 354
million USD which fell to 6.7% over the same quarter in 2020 (Table 2).
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Table 2. Vietnam’s pharmaceutical imports from the EU in the first quarter of 2021

Compared ] Compared
Last5 The first
to the same Compared to the same
months of o 2020 quarter of o
2020 period in to 2019 2021 period in
Goods 2019 2020
Thousand Thousand Thousand
% % %
uUsD USD usD
Pharma-
) 726.600 17,3 1.747.167 15,1 354.065 -6,7
ceuticals

Source: General Department of Vietnam Customs
Opportunities for Vietnam’s pharmaceutical market

The recent settlement of the EVFTA has stimulated a succession of opportunities aimed at
evaluating the impact of trade openness and tariff reductions on the performance of domestic
pharmaceutical enterprises and measuring the country’s potential benefits in terms of
pharmaceutical imports.
The expansion of pharmaceutical businesses on e-commerce platform

Thanks to the EVFTA, Vietnam can alter its regulatory framework for digital transformation
so as to promote the development of electronic commerce between the EU and Vietnam. The
EVFTA offers a secure foundation for such platforms by facilitating e-commerce between
Vietnam and the EU. An e-commerce website to promote trade between Vietnam and the European
Union will be established soon to enable corporation to exploit opportunities offered by the
EVFTA. The site is part of a cooperation program of the Vietnam Institute of Digital Economy
and Management Science (VIDEM), the Vietnam E-Commerce and Digital Economy Agency
(IDEA) under the Ministry of Industry and Trade, and the Kim Nam Group. The site's goal is to
create a national database of capacity profiles and to provide essential information about
agreements and policies related to international trade activities as well as the origin of Vietnamese
firms' products and services (Phi, n.d.)
The growth of multinational pharmaceutical corporations in Vietnam

Haissam Chraiteh, Managing Director of General Medicine in Asia and General Director of
Sanofi Indochina (2020) stated that the implementation of EVFTA is a great opportunity for
multinational pharmaceutical companies to enter and develop in Vietnam’s market. The new FTA
will bring fair and equal access to the market enabling EU investors to further expand their

business and thus allowing foreign investors to meet the strong growth of the pharmaceutical
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sector. Vietnam is considered a potential and attractive market for multinational pharmaceutical
corporations to set up a manufacturing base, from which to export to other countries.

Many large-scale projects have been launched such as the construction project of a factory to
manufacture pharmaceutical products in Saigon Hi-Tech Park (HCMC) between the Vinapharm
and the Sanofi - a French multinational pharmaceutical company with a total investment of 80
million USD. Recently, Vietnam’s pharmaceutical market has officially welcomed a prominent
international manufacturer, AstraZeneca Vietnam, which belongs to AstraZeneca Group (UK).
This group commits to invest about 5,000 billion VND (about 220 million USD) in Vietnam
between 2020 and 2024 (Hoang, 2020).

Challenges for Vietnam’s pharmaceutical market

Along with opportunities, the implementation of EVFTA also poses many threats which are
currently deterring the development of Vietnam's pharmaceutical market. The agreement is likely
to trigger aggressive competition from foreign rivals on local businesses and affect the country's
economy as a whole.

Higher levels of protection and enforcement of intellectual property rights for pharmaceutical
products

It can be noted that high levels of intellectual property protection may create obstacles for
Vietnam’s pharmaceutical enterprises as they have to undergo numerous difficulties in order to
launch new products.

About the commitment to the compensation for delay in marketing authorization procedures,
the actual exclusivity period of pharmaceutical products may be longer than the maximum legal
protection period. This may lead to drug prices may be kept high because of royalty fees for longer
than usual, and enterprises manufacturing generic drugs (drugs whose protection has expired) will
have to wait longer to be able to freely produce these drugs (Ministry of Industry and Trade, 2017).

About the commitment to the protection of undisclosed/exclusive data, it may limit the
capability of pharmaceutical firms who desire to register for marketing authorization for their
products in the domestic market, even if those products have already received marketing
authorization for a certain entity, for the reason that other entities cannot rely on the results of the
previous review of the competent authority to apply for marketing authorization for the same drug
(Ministry of Industry and Trade, 2017).

Besides, Vietnam’s pharmaceutical products with trademarks, patents, and exclusive
industrial designs must register for exclusive protection in the EU at a high cost and go through
complicated registration procedures under strict terms and conditions.

The competitive pressure on Vietnam'’s pharmaceutical firms
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With the EVFTA in effect, importing pharmaceutical products from the EU into Vietnam will
be more convenient, easier, and more direct, especially for drugs that Vietnam has not been able
to produce yet (Ministry of Industry and Trade, 2017). The rapid growth in pharmaceutical imports
from the has created competitive pressure on domestic pharmaceutical enterprises, especially small
and medium-sized companies (SMEs), not to mention that the EU is currently one of the largest
pharmaceutical manufacturers in the world and their pharmaceutical products are always preferred
and praised for their quality and effectiveness. In that situation, Vietnam's pharmaceutical firms
are worried as pharmaceuticals are one of the EU’s main export products (Duc, 2020).

Moreover, the EU pharmaceutical enterprises may have far-reaching impacts when being
deeply involved in the supply chain, production, circulation, and distribution in the Vietnamese
market, whereas the competitiveness of Vietnamese enterprises are quite weak. Vietnamese
enterprises are forced to accept fair competition with the EU enterprises in the domestic market
(Hoang, 2020). It can be said that EVFTA will create fierce competition in bidding packages
supplying pharmaceuticals to Vietnamese hospitals (in the group which has committed to open
doors to EU contractors). This effect is more pronounced with brand-name drugs and specialized
drugs (the group of drugs with exclusive protection, which Vietnam has not yet produced)
(Ministry of Industry and Trade, 2017).

5. Recommendations for Vietnamese pharmaceutical enterprises
5.1. Optimizing the opportunities
5.1.1. Digital transformation in the pharmaceutical industry

Telemedicine, Artificial Intelligence medical assistive devices, electronic medical records are
some significant proofs of how technology can help in health care, optimize the sales pipeline and
administer the commodity distribution system. Before, to administer the marketing channel
distribution, enterprises were usually being managed by handwork through books, papers, etc. This
will cause several insufficient conditions such as: Order processing procedure extended,
difficulties in monitoring and updating the effectiveness at sale points, ineffective connection
between the producer and the sale points. This will waste both time and resources due to the slow
and ineffective reports which leads to the difficulties in declaring new and timely business
strategies (Trong, 2020).

Besides, people think that only large pharmaceutical enterprises need to apply electronic
solutions in managing distribution channels. As small pharmaceutical enterprises have
uncomplicated commodity distribution systems, they should apply digital transformation soon to
encourage the selling procedure, create a premise to improve, manage and widen distribution

channels afterwards.
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5.1.2. Cooperation with foreign enterprises

Domestic pharmaceutical companies mainly produce functional foods, while modern drugs
are more inclined to generic drugs - pharmaceuticals that have expired intellectual property rights
protection (accounting for over 50%), while brand-name drugs are the "playground” of FDI
pharmaceutical enterprises.

By cooperating with foreign companies, both enterprises can learn and utilize each other's
strength. The cooperation with foreign enterprises will bring more capital, technology and high-
quality human resources to domestic pharmaceutical manufacturers, towards high standard
product lines. These are some companies which cooperate and share funds with other foreign
enterprises (Huong, 2021) (Table 3).

Table 3. Foreign ownership rate in some pharmaceutical enterprises

Foreign ]
] Maximum ]

CK ownership ~_ Available rate
Company ownership limit

Code rate %) left to buy (%)

0
(%)
Hau Giang
Pharmaceutical DHG 54,72 100 45,28
Corporation
Domesco Medical
_ DMC 57,99 100 42,01

Clearance Corporation
Traphaco Corporation TRA 43,00 49 6,00
Binh Dinh
Pharmaceutical-Medical DBD 0,06 100 99,40
Equipment Corporation
Imexpharm
Pharmaceutical IMP 49,00 49 0
Corporation
Pymepharco

PME 88,30 100 11,70

Corporation
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Foreign

_ Maximum _

CK ownership ~_ Available rate
Company ownership limit

Code rate left to buy (%)

(%)
(%)

OPC Pharmaceutical

OPC 5,10 49 43,90

Corporation

Source: Tinnhanhchungkhoan.vn
5.2. Overcoming the challenges
5.2.1. Complying with the EVFTA's regulations

As the EU's pharmaceutical industry owns multiple intellectual property rights, therefore
Vietnamese enterprises will have difficulties in introducing new products. In order to solve the
problems, Vietnamese enterprises should understand clearly about the EVFTA’s intellectual
property rights articles. Enterprises should also study about pharmaceutical imports into Vietnam
to avoid being sued by the EU enterprises.

5.2.2. Improving the quality of Vietnamese enterprises

One solution to improve the quality of Vietnamese enterprises is to invest in GMP-EU-
qualified production technology. The GMP standard forced the enterprises to follow the safety

procedure. This will prevent factors affecting the product's quality. Besides, GMP standard is
also the criterion many pharmaceutical manufacturing bases aim for. In addition, a qualified
production procedure also helps enterprises to gain customers' trust. GMP-qualified production
lines must follow all the procedures correctly, because this is a health-related industry (Duc Anh,
2020).

Product organization structure, customer organization structure, pricing policy, review
national shopping and maximizing taxes and working capital can be a solution. Enterprises should
also focus on strategic repositioning, including business model reform, growth model rethinking,
supply chain diversification, and feedback reform. Another solution is to promote studying,
analyzing, proving the effectiveness of non-drug diagnosis and treatment methods, traditional
medicine, remedies and herbs. Companies can also focus on support discovery, registration,
recognition of intellectual property and commercialization of traditional medicine, honor and
protect the rights of the doctors. A key solution to the improvement of the pharmaceutical industry
of Vietnam is to utilize the natural available medicine in Vietnam to serve the pharmacy industry
and improve drug production from herbal medication (PV, 2018).

6. Conclusion
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Vietnam's pharmaceutical market has enormous potential. As the EVFTA finally took effect
in 2020 and brought many opportunities, the potential of the industry became even bigger. After
several research about the EVFTA and Vietnam’s pharmaceutical market, we have detected and
pointed out several opportunities to the Vietnamese pharmaceutical industry such as being able to
access the e-commerce platform, and the growth of multinational corporations. However,
alongside the opportunities, it also brings lots of challenges to the market. Viethamese enterprises
must face higher levels of protection and enforcement of intellectual property rights for
pharmaceutical products and compete head-to-head with the EU’s pharmaceutical industry.
Therefore, we have come up with some solutions in order to support the enterprises in overcoming
the challenges and optimizing their advantages. Due to limited personal qualifications and initial
application of theory to practice, this paper inevitably contains shortcomings and limitations in the
writing process.

References

Anh, D. (2020), “EVFTA and concern of the pharmaceutical industry”, Vn Business, Available at:
https://vnbusiness.vn/viet-nam/evfta-va-noi-lo-cua-nganh-duoc-1068943.html (Accessed 23
Aug. 2021).

CCI France Vietnam. (n.d.), “Vietnamese pharmaceutical sector”, Available at:
https://www.ccifv.org/en/vietnam/benefit-from-evfta/sectors/pharmaceutical.html (Accessed
21 Aug, 2021).

Center for WTO and International Trade - VCCI. (2016), “Summary of Vietnam-EU Free Trade
Agreement (EVFTA)”, Available at: https://wtocenter.vn/chuyen-de/12781-summary-of-
vietham-eu-free-trade-agreement-evfta (Accessed 22 Aug, 2021).

Center for WTO and International Trade - VCCI. (2017), “EU-Vietnam trade and investment
agreements”. Available at: https://wtocenter.vn/chuyen-de/12778-eu-vietham-trade-and-
investment-agreements (Accessed 10 Sep, 2021).

Dezan Shira & Associates. (2020), “Q&A: Pharmaceuticals in EVFTA: How Foreign Investors
Can Qualify for Preferential Tariffs”, Vietnam Briefing, Available at: https://www.vietnam-
briefing.com/news/ga-pharmaceuticals-evfta-how-foreign-investors-can-qualify-
preferential-tariffs.html/ (Accessed 29 Aug, 2021).

Do, T. H. (2020), “Q&A: Pharmaceuticals in EVFTA: How Investors Can Qualify for Preferential
Tariffs”, Vietnam Briefing News, Available at: https://www.vietnam-briefing.com/news/qa-
pharmaceuticals-evfta-how-foreign-investors-can-qualify-preferential-
tariffs.html/?fbclid=lwAR2efly7nQpkuksg3ViLEyMBvVVvohFYjjV1IBdrgMMe8VIgXA90
gDhaeDGM (Accessed 1 December, 2021).

FTU Working Paper Series, Vol. 1 No. 3 (3/2022) | 106



EU-Vietnam Free Trade Agreement. (n.d.), “Free trade agreement between Vietnam and the EU”,
Available at: http://evfta.moit.gov.vn/default.aspx?page=overview&category id=2809fd0e-
b509-41c4-aa5f-fc2257d628c2 (Accessed 23 Aug, 2021).

Hoang, H. (2020). “EVFTA dose for Vietnamese pharmaceutical market “Nhip cau dau tu”,
Available at:
http://thuvienso.vanlanguni.edu.vn/bitstream/Vanlang_TV/24809/3/TC517_3_Nhip%20cau
%20dau%20t%C6%B0_S0%20689_2020_Kinh%20te.pdf (Accessed 11 Sep, 2021).

Huong, B. (2021), “Vietnam Pharmaceutical Market: Competitive Platform”, Babuki, Available
at: https://babuki.vn/thi-truong-duoc-pham-viet-nam-nen-tang-canh-tranh/  (Accessed 25
Aug, 2021).

Lam, K. (2021), “Pharmaceuticals: M&A targets are no longer many”, Dau tu News, Available at:
https://tinnhanhchungkhoan.vn/duoc-pham-muc-tieu-m-a-khong-con-nhieu-
post261232.html (Accessed 15 Sep, 2021).

Market Department Europe - America & Industry and Trade Information Center. (2021), “Journal
- Trade Vietnam - EU number of the first quarter in 2021 - Ministry of Industry and Trade.
Ist ed”, Available at: https://trungtamwto.vn/file/20820/chuyen-san-thuong-mai-vn--eu-
g1.2021.pdf (Accessed 23 Aug, 2021).

Market Department Europe - America & Industry and Trade Information Center. (2021), “Journal
- Trade Vietnam - EU -  EVFTA. Ist ed”, Available at:
http://evfta.moit.gov.vn/data/7d80034a-9a2a-4c93-8046-
9df701661850/userfiles/files/Chuyen%20san%20EU-1.pdf (Accessed 13 Sep, 2021).

Ministry of Industry and Trade. (2021), “Pharmaceutical imports from the EU market continuously
increased in 2020”. Available at:
http://connectviet.moit.gov.vn/default.aspx?page=news&do=detail &category id=17&id=55
37 (Accessed 5 Sep, 2021).

Nhan dan News. (2019), “What's to gain from EU-Vietnam trade agreement”, Available at:
https://en.nhandan.vn/evfta/ (Accessed 3 Sep, 2021).

Nhat, P. (2021), “Vietnam-EU to debut e-commerce site for businesses”, Hanoitimes, Available
at:  http://hanoitimes.vn/vietham-eu-to-debut-e-commerce-site-for-businesses-316806.html
(Accessed 5 Sep, 2021).

Phuong, M. (2020), “How to Import Medical Goods into Vietnam”, Viettonkin, Available at:
https://www.viettonkinconsulting.com/general/how-to-import-medical-goods-into-vietnam/
(Accessed 31 Aug, 2021).

FTU Working Paper Series, Vol. 1 No. 3 (3/2022) | 107



PV. (2018), “Main tasks and solutions to promote the development of the pharmaceutical and
medical equipment industry”, Communist Party of Vietnam Newspaper, Available at:
https://dangcongsan.vn/dua-nghi-quyet-trung-uong-6-trung-uong-7-vao-cuoc-song/hoi-
dap/nhiem-vu-va-giai-phap-chu-yeu-day-manh-phat-trien-nganh-duoc-va-thiet-bi-y-te-
501179.html (Accessed 7 Sep, 2021).

Thanh, T. (2020), “Pharmaceutical industry digital transformation in 2 stages, 8 solutions”. Tap
chi dien tu Thong tin va Truyen thong. Available at: https://ictvietnam.vn/nganh-duoc-
chuyen-doi-so-theo-2-giai-doan-8-giai-phap-20200817094841043.htm (Accessed 30 Aug,
2021).

Vietnam Chamber of Commerce and Industry. (2017), “EVFTA and Vietnam's pharmaceutical
industry. 1st ed”. (pdf). Ha Noi. Available at: https://trungtamwto.vn/file/16494/EU42-
Pharma.pdf (Accessed 8 Sep, 2021).

Vietnam Sanitary and Phytosanitary Notification Authority and Enquiry Point. (n.d.), “Free trade
agreement between Vietnam and the EU”, Available at: http://www.spsvietham.gov.vn/evfta
(Accessed 27 Aug. 2021).

Vu, H. T. (2016), “Assessing potential impacts of the EVFTA on Vietnam’s pharmaceutical
imports from the EU: an application of SMART analysis”, Springer, Available at:
https://springerplus.springeropen.com/articles/10.1186/s40064-016-3200-
7?fbclid=IwAR1qU41Qd2PdOHDWL1PTOCL jghwWjBKOdPXPBE6XVHetToyD6D996n0O
oKTQ (Accessed 1 December, 2021).

FTU Working Paper Series, Vol. 1 No. 3 (3/2022) | 108



