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Tém tit

Ngay 1/1/2021, Hi¢p dinh Thuong mai Tu do Viét Nam - Vuwong quc Anh (UKVFTA) chinh
thirc ¢6 hiéu lyc, mo ra canh cira thiic day thuong mai giita Vuong qudc Anh va Viét Nam. Day
12 mot bude ngoat kinh té quan trong ddi véi Viét Nam. Hiép dinh UKVFTA di mang lai loi
ich cho nhiéu nganh hang, trong d6 c6 hang dét may. Sau mot thoi gian nghién ciru, nhom tac
gia mong mudn danh gia tic dong cua hiép dinh UKVFTA ddi v6i dong hang dét may tir Viét
Nam sang thi truong Anh va dé xuat mot sé chinh sach cho Viét Nam nham gitp nang cao hiéu
qué xuat khau hang dét may Viét Nam sang Anh. Nghién ciru da chi ra nhiing tac dong tich cuc
va han ché cua hiép dinh UKVFTA dbi v6i hang dét may xuat khau tir Viét Nam sang Anh. Vi
vdy, dé phat huy t6i da tiém nang ca hiép dinh UKVFTA va mé rong xuat khau dét may cia
Viét Nam sang Anh, Viét Nam phai dua ra nhimg chinh sach hiéu qua dé d6i méi quy trinh san
xuat, nang cao chat lugng san pham.

Tir khéa: UKVFTA, hang dét may, Vuong qudc Anh, Viét Nam

THE EFFECT OF UKVFTA ON VIETNAM’S TEXTILE AND GARMENT EXPORTS
TO THE UNITED KINGDOM

Abstract

On January 1, 2021, the UK-Vietnam free trade agreement (UKVFTA) came into force,
opening the door for increased trade between the United Kingdom and Vietnam. This
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represented a significant economic turning point for Vietnam. The UKVFTA agreement has
benefited numerous goods, including textiles and garments. After a period of research, the
researchers want to evaluate the impact of the UKVFTA on the flow of Vietnamese textiles and
garments to the UK market and provide some policy implications for Vietnam to help improve
the efficiency of Vietnam's textile and garment products to the UK. Research has shown the
positive effects and limitations of UKVFTA on textile exports from Vietnam to the UK.
Therefore, to maximize the potential of the UKVFTA and expand Vietnam's textile and garment
exports to the UK, effective policies must be introduced in Vietnam to innovate production
processes and increase product quality.

Keywords: UKVFTA, textile and garment, the UK, Vietnam

Introduction

The UK and Vietnam have had a strong bilateral trade relationship. It commenced in 1973
and continued to flourish until 2010 when Vietnam became the UK’s strategic partner. From
this point on, trade between the two nations advanced drastically, growing at 14% a year with
export values from Vietnam to the UK increasing considerably throughout the decade. This
indicated golden opportunities for Vietnam-UK commerce.

7000000
6000000

5000000

4000000
3000000
2000000
1000000 I
N'E B R EEBEER

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

M Export (USS Thousand) M Import (USS Thousand)

Figure 1. Import and Export value of Vietnam and the UK between 2010 and 2019
Source: WITS (2019)

Nevertheless, up to 2020, no official trade agreement between Vietnam and the UK had
been signed, as most of the exports and imports were stipulated by EVFTA. However, following
Brexit, Vietnam and the UK rushed to negotiate the Vietnam-UK Free Trade Agreement
(UKVFTA) based on the principle of inheriting EVFTA. This action was to prevent the bilateral
trade relationship between the two countries from being interrupted and ensure the trade
liberalization commitments. As a result, at the end of 2020, UKVFTA was officially signed in
London, UK, and started to be in effect on May 1, 2021. With progressive commitments and
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high standards, the UKVFTA is expected to boost trade between the UK and Vietnam in the
years to come. The key rationale is that it encourages the export of key goods and commodities
of Vietnam, which is projected to give rise to the escalating proportion of products from
Vietnam to the UK’s market which originally makes up less than 1% of the country’s total
import value.

Several studies have been carried out to measure the impact of UKVFTA on various
industries in Vietnam. (Anh, 2021) examines how UKVFTA affects the export of electronics
to the UK’s market. (Thuy, Hong & Ly, 2021) looks into the effect of UKVFTA on the
sustainable development of the wood processing industry of Vietnam. (Ha, 2021) explores the
opportunities and challenges for Vietnam’s Merchandise exporting following UKVFTA. The
industry of textile and garment, however, has not been taken into account yet despite its highly
potential development in the context of UKVFTA. This is the reason why this paper, using the
SMART model approach, aims to figure out the level of impact that UKVFTA has on Vietnam’s
textile and garment with a view to seeing whether the agreement positively or negatively
influences this industry.

In this paper, the first section will provide an overview of Vietnam’s textile and garment
industry. The next session reviews some previous research on FTA in general and the impact
of UKVFTA on Vietnam, following which is the introduction of the SMART model’s
application in evaluating the influence of a free trade agreement on a specific field of a nation
and the data source. In section 4, the SMART’s results will be revealed and analyzed in order
to be discussed in the next part of the paper before conclusions are made.

1. Overview of Vietnam’s textile and garment industry

Vietnam is one of the biggest clothing exporters in the world. As a matter of fact, according
to RankingRoyals, Vietnam was ranked the world’s fourth largest exporter of garments in 2022,
standing behind only 3 countries which are Bangladesh, Germany, and China. Throughout the
years, the textile and garment industry of Vietnam has been an indispensable part of the
country’s economic prosperity. Not only does it contribute greatly to the GDP of Vietnam but
it also has a positive effect on the socioeconomic development as well.
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Figure 2. Total export value of textiles and garments in Vietnam from 2010 to 2022
Source: WITS (2020b)

As shown clearly by the bar chart above, the total export value of textiles and garments of
Vietnam for 10 years from 2010 to 2019 has been consistently increasing from over 13 billion
USD in 2010 to over 39 billion USD in 2019. Although this figure did decline slightly in 2020
due to the COVID-19 pandemic, it was able to immediately recover and rise back in the
following year. This illustrates the fact that the textile and garment industry of Vietnam is very
sustainable and its export value is likely to continue growing in the foreseeable future.

Table 1. Vietnam Textiles and Clothing Exports by country in USD Thousand 2020

Partner Name Export (US $ Thousand)
United States 15,360,584.52
Japan 4,101,910.39
China 3,616,402.10
Korea, Rep. 3,597,022.38
Germany 962,030.68
Canada 881,233.97
France 793,907.86
Cambodia 748,879.71
Netherlands 657,122.00
United Kingdom 631,356.23

Source: WITS (2020)

Vietnam’s textile and garment industry produces goods that are sold both within the
country and in foreign markets. And the 10 largest export markets of Vietnam are the US, Japan,
China, South Korea, Germany, Canada, France, Cambodia, Netherlands, and the UK. It is also
quite clear that the United States is Vietnam’s biggest trading partner as the figure for textile
and garment exports of the US in 2020 stood at approximately 15.36 billion USD. The study
uses the SMART model to analyze and evaluate the positive and negative impacts of UKVFTA
on Vietnam's textile and garment exports.

2. Literature review
2.1 Effects of an FTA

Due to its popularity and utter importance in today’s globalized world, a large amount of
research related to the Free Trade Agreement has been conducted in order to either evaluate the
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impact of an agreement on a specific industry or assess the opportunities and challenges when
an agreement is signed. These papers are often directed towards two ways of division: by region
and by industry.

In terms of region, Asian countries are likely to be the most chosen to explore. (Kawasaki,
2004) explores the impact of Free Trade Agreements in Asia and has a different viewpoint from
the conventional theory that developed nations such as Japan would gain capital and technology
in trade and production while the developing economies, including ASEAN countries, would
benefit from labor-intensive sectors. Instead, he claims that the effect of a regional FTA tends
to depend on trade structures and the level of import liberalization by sectors.

Discussing the same topic but with different sample nations and with data of different
times, (M.Okabe, 2015) estimates the impact of regional FTAs, particularly ASEAN+1, using
sector trade data and finds that each of them plays a crucial role in spreading the existing
production and sales networks to newer developing nations. To demonstrate his point, he gives
an example of the Asean-China Free Trade Area (ACFTA) and the Asean-Korea Free Trade
Agreement (AKFTA), which encourages commerce in industrial supplies and goods of
emerging ASEAN members such as Vietnam and Cambodia. Other regions such as Africa are
also investigated. In their paper, (Lewis, Robison & Thierfelder, 1999) utilizes a multi-national
model to find out that trade creation outweighs trade diversion for all southern African regions
under FTA and concludes that southern Africa benefits from an FTA between the EU and South
Africa.

The second prevalent approach is to analyze the impact of FTA on a specific industry. (Sun
& Reed, 2010) tries to look at how FTAs have a bearing on agriculture and with limited
evidence, in which they conclude that FTAs have led to the multilateral lowering of trade
barriers for produce. (Merazina, 2021) chooses the telecommunications sector to research and
finds that the effectiveness of FTA in this industry benefits users thanks to reduced price and
does not take a toll on other fields such as private investments. Also, he realizes that had it not
been for the signing, rarely any reforms in telecommunications would have been done.

Aside from those approaches, there are numerous studies investigating different aspects
such as the impact of FTA on the environment and sustainable development, which are worth
caring about in today’s context. Also, most of the research focuses on one particular nation.
While the number of cases for developed nations like Korea, Japan, and the USA is various,
that for small economies, including Vietnam, appears to be neglected. Therefore, in our paper,
we try to look at the impact of an agreement on Vietnam’s industries.

2.2 The UKVFTA’s impact on trade between VN and EU

The content of the UKVFTA is very similar to that of the EVFTA and since the UKVFTA
was signed quite recently, most of the previous studies that research the trade flows between
VN and the UK are in the context of the EVFTA.

To begin with is a research paper named “European Union-Vietnam Free Trade Agreement
and Vietnam's Footwear”, carried out by Vo Tat Thang et al. (2018), discusses the ex-ante effect
of EVFTA on the footwear exports of Vietnam using the WITS-SMART model. And the result
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of this research indicates that the export values of Vietnam experience an upward trend in both
of the scenarios in the said research paper. To be more specific, in the first scenario (when the
EVFTA is implemented and the requirement of “rule of origin” is met), the figure for Vietnam’s
footwear export is estimated to grow to about 4.16 billion USD which is an increase of
approximately 197 million USD from the original baseline of 3.97 billion USD. As for the
second scenario (when the EVFTA is implemented and the requirement of “rule of origin” is
met, however, the anti-dumping policy is still in effect), the footwear export value also increases
but it can only reach up to 4.14 billion USD, slightly lower compared to the figure of the first
scenario.

Another research that also employs the WITS-SMART model is by Tran Duc Trong et
al(2021). In this research, they investigate the effect of EVFTA on trade flows of fruits between
Vietnam and the EU and conclude that by removing the tariffs, the export value of Vietnam can
actually exceed the imports and that the import-export system between Vietnam and the EU is
slowly being modified by the EVFTA. However, the main limitation of this study is the WITS-
SMART model itself as it wasn’t able to take into consideration the influences of other trade
agreements in the world.

Besides the WITS-SMART model, some other researchers also use the gravity model as
well. And a prime example of this is a research called “Vietnam-EU Free Trade Agreement:
Impact and Policy Implications for Vietnam” conducted by Nguyen Binh Duong (2016). The
findings of this study suggest that the implementation of the FTA’s tariff elimination will bring
about numerous advantages for the bilateral trade between Vietnam and the EU.

In addition, there also exists a few studies that analyze the impact of UKVFTA/ EVFTA
on the textile and garment industry of Vietnam. First is the research on the apparel industry of
Vietnam that is under the influence of the EVFTA by Vo Thanh Thu et al (2018). Using the
WITS-SMART model, the research team discovers that Vietnam’s apparel exports to the EU
are predicted to undergo a significant rise by 42% in comparison to the base year and by 2026,
it could grow to about 4.22 billion USD. But, the flaw of this study is that its model could only
make this estimation based on existing data and it couldn’t take into account the other constantly
changing economic elements.

Similarly, a research by Hoi & Minh, 2022 also uses the WITS-SMART model to evaluate
the impact of EVFTA on Vietnam’s textile and garment industry. The researchers came up with
3 scenarios for the research and they were able to conclude that in all 3 scenarios, the export
value increases substantially. Regarding scenario 1 and 2, the percentage of export increase
stood at 38.82% and 38.67% respectively while the figure for scenario 3 is lower, accounting
for 17.52% only.

Overall, it is apparent that while there are a lot of studies that discuss the effect of
UKVFTA/ EVFTA on Vietnam’s exports and trade flows, there are only a small number of
research papers that focus on the textile and garment industry of Vietnam. That is also why we
have decided to choose this topic to systematically analyze and acquire further insights into the
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impact of UKVFTA on Vietnam’s textile and garment industry as well as provide a few policy
implications for Vietnam.

3. Methodology
3.1 Method

According to Kehoe and Kehoe (1994a, Plummer et al. (2011), and Karingi et al. (2005a),
there are many ways to assess an FTA's effects, but the most popular ones are: (1) trade
indicators; (2) Gravity model (3) the partial equilibrium through the adoption of the SMART;
and (4) the computable general equilibrium (CGE). Although each approach can be used to
assess particular effects of an FTA and has advantages and disadvantages of its own, this
research will use the local equilibrium model (SMART) to evaluate how the UKVFTA will
affect Vietnam's exports of textiles and garments to the UK for the following reasons:

Trade indicators are used to analyze and assess a country's trade patterns over time or across
countries. These indicators, according to Plummer et al. (2011) and Vu (2015), do more than
just reveal the current status of trade; they also aid in diagnosing possible FTA effects. This
technique is only considered to be a first step in determining the future effect of an FTA because
it is unable to provide precise data on the impact of an FTA on trade and welfare. Regarding
the gravity model, it analyzes the effects of joining the FTA by demonstrating how the FTA
affects trade flows and explaining the countries' import demand. However, the particular effects
of changing the applied tariff on a sector of the economy or a group of goods have not yet been
adequately explained by the gravity model. (Hoi & Minh, 2022). The general equilibrium model
(CGE) primarily examines the trade and price equilibrium between two economies regarding a
wide range of goods. The overall equilibrium model is not suited for analysis because the focus
of the study on the effect of UKVFTA on Vietnam's textile and garment exports to the UK is a
single industry.

The SMART model allows quantifying the impact of changing tariff policies in a single
market on trade flows, tariff revenue, trade regeneration effects, trade diversion effects, and
social well-being of a country calculated in detail for 6-digit HS items (Cheong, 2010; Ahmed,
2010; Othieno & Shinyekwa, 2011; Chandrima & Biswajit, 2011). This special advantage
enables policymakers to understand how FTAs affect particular products, giving them a basis
for formulating rules, regulations, and strategies to encourage product exports to realize the
greatest economic gain from this objective. The SMART also helps overcome the drawback of
the trade indicators approach in quantifying the trade impacts of an FTA. The partial
equilibrium using the SMART model is the best option for this paper because it aims to estimate
the effects of the UKVFTA on Vietnam's exports of textile and garments at the detailed level
of 6-digit HS. The biggest of SMART's weaknesses is that it ignores the economic linkages
between various sectors of an economy. The model also disregards restrictions on resources
like labor, land, and money, as well as the flow of resources between different economic sectors
(Karingi et al. 2005a). Finally, results on how the effects on domestic output, which would be
of interest to policymakers, are not returned by the model. (Plummer et al. 2011).

FTU Working Paper Series, Vol. 2 No. 4 (08/2023) | 7



Due to the usefulness of this method in evaluating trade effects at a disaggregated level to
provide better consequences for governments and businesses, using the SMART model to
evaluate the future impact of an FTA is becoming more and more popular. Using the SMART
model, Veeramani and Saini (2010) discovered that the ASEAN-India Preferential Trade
Agreement significantly increased India's purchases of coffee, tea, and pepper from ASEAN
nations and that trade creation outweighed trade diversion. Karingi et al. (2005a) and Karingi
et al. (2005b) both used the SMART model to evaluate the likely economic and welfare impacts
of the EU Partnership Agreement with the African countries at the product level. In the cases
of the EU-Africa Economic Partnership Agreement and the EU-ECOWAS (Economic
Community of West African States) Economic Partnership Agreement, Karingi et al. (2005a)
and Karingi et al. (2005b), respectively, used this approach. Tu and Le (2015) looked at the
likely effects of the Regional Comprehensive Economic Partnership Agreement on Vietnam's
trade at the disaggregated level of 6-digit HS, while Cassing et al. (2010) used the SMART
model to assess the future impacts of ASEAN + FTAs on Vietnam's trade in some products like
footwear, fisheries, vegetables, electronics, cars, furniture, and coffee.

From the past literature on the advantages and disadvantages of different ex-ante impact
assessment methods and the review of the last studies adopting the SMART model, the local
equilibrium model (SMART) is the most suitable model for this paper given its objectives.

3.2 Model Overview

The SMART model is a market analysis model developed in the database "World
Integrated Trade Solutions -WITS" and uses many other databases on trade and tariffs provided
by partner international organizations and other sources, including COMTRADE, TRAINS,
IDB, and CTs to estimate the impacts of policy modifications in trading between nations,
including tariff and non-tariff changes (Laird & Yeats, 1986). SMART is suitable for simulating
the impact of changes in trade policy, such as tariff reductions, to forecast trade trends between
two research markets (Duc et al., 2020).

Three factors must be entered into the SMART model: (1) elasticity of import demand, (2)
elasticity of import substitution, and (3) elasticity of export supply. These elasticities are based
on three key assumptions: (1) the import demand assumption proposed by Armington (1969),
(2) a two-stage consumer optimization process, and (3) The belief that the elasticity of export
supply is infinite.

Assumption 1: The Import Demand Assumption proposed by Armington (1969):
Commodities are differentiated by their origin countries. This presumption suggests that,
despite the FTA's trade preferential treatment, there is imperfect substitution between import
sources, which implies that import demand does not completely shift to an FTA member.

Assumption 2: Consumer two-stage optimization process. The SMART model also
assumes that customers allocate their spending according to commodity and import source in a
two-stage optimization process (Amjadi et al. 2011; Admed 2010; Laird and Yeats 1986). In
the first stage, consumers determine how much they will spend totally for imported goods based
on import demand elasticity, whose values in the SMART model have been empirically
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estimated for each nation and every HS 6-digit product based on Stern et al. (1976). In stage 2,
based on the relative prices, buyers will allocate their spending among the various import
substitutes available in the nation. The change in the allocation of expenditures by imported
sources when the relative price changes is known as import substitution elasticity, which is
supposed to be equal to 1.5 in the SMART model.

Assumption 3: The assumption of elasticity of export supply is infinite: Export supply
elasticity describes how responsive an export supply is to fluctuations in the export price. The
SMART model assumes infinite export supply elasticity, implying that the export supply curves
are flat and the world prices of each variety are exogenously determined. This supposition
enables the effect of tariff removal to be assessed while the price impact remains at zero,
resulting in fixed world prices for all countries. As a result, each foreign nation is free to export
as many items as it likes for a set price. This price-taker assumption is appropriate in the
situation of a small country, such as Vietnam. The SMART model by default utilizes the export
supply elasticity for each foreign nation is 99.

Using these elasticity parameters of the SMART model is a common approach used in
previous studies such as Cassing et al. (2010), Othieno and Shinyekwa (2011), Veeramani and
Saini (2010), Karingi et al. (20054, b), Philip et al. (2011), Baker et al. (2014), and Tu and Le
(2015). Therefore, they are also adopted in the paper.

3.3 Model Scenario

According to the UKVFTA’s tariff reduction commitment and the growth of Vietnam’s
textile and garment industry, 2 scenarios were developed. Vietnam and the UK’s commitments
regarding the tariff reduction schedule in the UKVFTA are similar to their commitments in the
EVFTA, which stated a gradual tariff reduction from the base tariff rate to 0% in the span of 8
years starting from when the Agreement came into effect. Therefore, it is forecasted by the
study that Vietnam’s textile and garment exports to the UK will be enjoying 0-percent-tariff
rates by 2028 as the UK continues to completely eliminate tariffs for the industry’s products.

Scenario 1: The UK reduces tariffs for Vietnam’s textile, garments, and clothing products
to 0%. Other integration activities of the UK’s textile and garment industry with the rest of the
world are not reviewed. This scenario’s objective is to evaluate the impact of the UKVFTA on
Vietnam’s textile and garment exports to the UK without taking into account the impact of other
FTAs as well as the UK’s cooperation with other parts of the world. The impact of the UKVFTA
on Vietnam, therefore, will be more clearly assessed.

Scenario 2: The UK reduces tariffs for Vietnam’s textile, garments, and clothing products
to 0%. At the same time, the UK will eliminate textile and garment tariffs for other countries
as well. In the context of the UK applying to join the CPTPP (Comprehensive and Progressive
Agreement for Trans-Pacific Partnership) in February 2021, it is predicted that the UK will
decrease tariffs as part of the UK’s commitments, textile and garments products included. This
scenario’s objective is to evaluate the whole picture of comprehensive trade flows, assessing
the impact of the UKVFTA on Vietnam’s textile and garment exports with other FTAs in mind.
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4. Results

4.1 The impact of the UKVFTA on overall changes in Vietnam’s textile and garment exports
to the UK

Table 2. Overall changes in Vietnam’s textile and garment exports to the UK in two scenarios

Indicator Scenario 1 Scenario 2
Initial export value (thousand USD) 461526.159 461526.159
Export value in 2028 (thousand USD) 531250.574 531182.945
Total export changes (thousand USD) 69724.413 69656.786
Trade creation (thousand USD) 27383.44339 27383.44339
Trade diversion (thousand USD) 42340.96948 42273.34168
Exports increase (%) 15.107 15.093
Trade creation/Total export value change (%) 39.274 39.311

(Calculated from SMART results by author)

According to the SMART simulation results, Vietnam’s textile and garment exports to the
UK would increase in both scenarios. As shown in the table above, exports value in 2028 is
expected to be about 531250 thousand USD in scenario 1 and 531182.945 in scenario 2, leading
to total export changes of about 69724 thousand USD and 69656 thousand USD, respectively.
This can be explained by the elimination of tariffs across Vietnam’s textile and garment
products, which will make these products cheaper when they enter the UK’s market. In addition,
the lower price of these products would make Vietnam’s textile and garment products less
expensive than their counterparts from other countries, utilizing the price advantage and
boosting their sales in the UK.

The exports increase of Vietnam’s textile and garment products would be approximately
15.1% for scenario 1 and 15.09% for scenario 2. The increase of scenario 1 is higher due to the
fact that the UK will shift part of its textile and garment imports previously from Vietnam to
other countries. However, the marginal difference signals that Vietnam’s deep integration in
both the CPTPP and the UKVFTA helps offset the UK’s shift. As a result, Vietnam’s exports
value of textile and garment products would not be severely affected when the UK joins other
FTAs.

4.2 The impact of the UKVFTA by textile and garment product groups

Table 3. Changes in Vietnam’s textile and garment exports to the UK by product groups

Product Scenario 1 Scenario 2

group  Total export Proportion  Growth Total export ~ Proportion  Growth
changes (000 in changes (%) changes (000 in changes (%)

USD) ) USD) %)
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HS 61
HS 62
Total

26295.306
43429.107
69724.413

37.713
62.287
100

12.706
17.059
15.107

26253.588
43403.198
69656.786

37.69
62.31
100

12.686
17.049
15.093

(Calculated from SMART results by author)

According to the simulation results, Vietnam’s exports value regarding the textile and
garment product groups would be unevenly distributed. The total export changes would be
about 69724 thousand USD for scenario 1, minimally higher than that of scenario 2. In both
scenarios, the HS 62 product group would account for about 62.3% of Vietnam’s total increase
in exports value, compared to the HS 61 product group’s 37.7%, illustrating a higher amount
of demand from the UK regarding the HS 62 product group. In scenario 1, the HS 61 product
group would experience higher growth compared to scenario 2, while it would be the opposite

case for the HS 62 product group. This can be related to the UK’s commitments of tariff

reductions on different product groups, leading to Vietnam’s diverting exports of the HS 61
product group to other countries and exporting more products from the HS 62 product group to

the UK.

4.3 The impact of the UKVFTA by textile and garment product

Table 4. Changes in 10 products with highest exports value in Vietnam’s textile and garment
exports to the UK

Product Scenario 1 Scenario 2
Proportion Proportion
E::: ;Ztr;]gg ?(;J(;g in changes GE?/Z‘)’th ;:::é:sx ?ggg in changes GES/‘:)’th
) (%) USD) (%)

610990 4700.963 6.742 18.168 4699.598 6.747 18.162
610910 3997.207 5.733 16.754 3997.486 5.739 16.756
610463 3155.245 4.525 13.630 3150.928 4.524 13.611
620343 3946.336 5.660 17.698 3944.334 5.663 17.690
620193 3782.774 5.425 17.438 3782.240 5.430 17.435
620293 4178.222 5.992 20.402 4178.191 5.998 20.402
621210 1914.676 2.746 9.924 1914.116 2.748 9.921
611020 3167.022 4.542 17.755 3167.485 4.547 17.758
611030 3140.379 4.504 18.435 3140.416 4.508 18.435
620213 3268.238 4.687 19.460 3268.213 4.692 19.460

(Calculated from SMART results by author)
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Among products with the highest exports value to the UK, HS610990 would go through
the largest change of about 4700 thousand USD in both scenarios. This product code includes
T-shirts, singlets, tank tops and similar garments, knitted or crocheted. In both scenarios, the
increase of HS610990 accounts for the highest proportion in changes in Vietnam’s textile and
garment exports. As for the largest growth, HS620293 would increase by approximately 20.4%
in exports value in both scenarios. These are Women's or girls' anoraks, windcheaters, wind
jackets and similar products of man-made fibres, which suit the domestic climate and are
popularly used by the UK’s consumers.

In terms of total exports change, ranking second and third after HS610990 would be
HS620293 and HS610910, respectively, in both scenarios. In scenario 2, the product that would
lose the most exports value compared to scenario 1 in case of the UK joining the CPTPP is
HS610463, which includes women's or girls' suits, ensembles, suit-type jackets, blazers,
dresses, skirts, trousers, bib and brace overalls, breeches and shorts of synthetic fibers. This
suggests that the UK would shift part of its textile and garment imports of this product to
countries in the CPTPP with established fashion and clothing indutries, namely Australia, Japan
and Canada. As for other products, the discrepancy between 2 scenarios is insignificant.
According to changes in exports value from Vietnam to the UK in 2 scenarios, it can be seen
that Vietnam’s textile and garment exports would not be significantly affected by the UK
joining the CPTPP and removing textile and garment tariffs of country members.

5. Recommendation

The results of both scenarios indicate that irrespective of the UK’s joining other FTAS, the
exports of Vietnam’s textile and garment products to this country will still increase
considerably. This is good news for Vietnam since it can boost the export value in such an
industry. However, any predictions are comparative, especially in the context that the UK and
India, another nation besides Vietnam that has notable strengths in garment and textile, are
negotiating towards the signing of an FTA in 2023. Therefore, Vietnam has to take as much
advantage as possible of UKVFTA in the years to come, before any other unexpected scenarios
happen. Bearing this in mind, our group recommends some policies that may help Vietnam
make use of the FTA as follows:

(i) In the short term, when Vietnam enjoys significant growth in exporting values to the
UK without worrying much about other FTAs being on the way, the country’s government and
businesses should be quick to adapt to the situation.

(i1) In the long run, when the trade is increasingly liberalized and the UK may strengthen
its technical barrier, chances are Vietnam’s textile and garment industry will face the risk of
competition with other countries that also export this type of goods. To deal with this issue, the
government and businesses should have plans to improve Vietnam’s competitiveness. This can
be achieved by developing industries that provide materials for the garment and textile industry,
increasing production scale and capacity, as well as enhancing the quality and productivity of
the labor force.
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Conclusion

The research paper has examined the comprehensive impact of the UKVFTA on the textile
and garment industry in Vietnam by using the local equilibrium model (SMART). Through the
simulation results, it is indicated that export values of Vietnam’s textile and garment products
to the UK would continue to increase considerably, as well as there would be a marginal
difference in both scenarios. Nonetheless, the UK signing other FTAs in the foreseeable future
suggests a high level of competition in the textile and garment market. It is recommended that
Vietnam take advantage of the UKVFTA through the joint efforts of both the government and
business firms. The government should review legal regulations, reduce the complication in
procedures, and enable firms to take full advantage of the UKVFTA through open
communication and policies. Firms should look out for business opportunities, research
potential market segments and products, and improve the manufacturing process to enhance the
products’ quality and lower their costs.
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