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[The paper highlights the influences of Trans-Pacific Partnership (TPP) in Vietnam —Japan business ties, especially in
potential fields between two countries such as pharmaceuticals, supporting manufacturingindustries and intellectual

property.]
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Abbreviations

AFTA ASEAN Free Trade Agreement

BSA Business Software Alliance, US

BTA Bilateral Trade Agreement

GATT General Agreement on Tariffs and Trade

GDP Gross Domestic Product

IP Intellectual Property

IPR Intellectual Property Rights

TBT Technical Barriers to Trade

TPP Trans-Pacific Partnership Agreement

TPSEP / P4 Trans-Pacific Strategic Economic Partnership Agreement
TRIMS The Agreement on Trade-related Investment Measures
TRIPS The Agreement on Trade-related Aspects of Intellectual Property Rights
SPS Sanitary an Phytosanitary Measures

WTO World Trade Organization
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PART I z ABOUT TPP

1. TPP ata glance

Trans-Pacific Partnership Agreement (TPP) is a multi-national free
trade agreement which was signed on June 3" 2005 with the purpose to
establish a free trade premise for the countries in Asia Pacific area,
promote trade, investment and reform the institution, taking effect since

May 28" 2006.

The current TPP negotiation originates from Trans-Pacific Strategic
Economic Partnership Agreement — (TPSEP or P4), a free trade agreement
among four countries: Singapore, Chile, New Zealand and Brunei. In 2009,
negotiations were launched to expand the agreement beyond its original

four members. And during this process, the shortened TPP title was used.

With the participation of big economies, TPP becomes one of the
biggest economic zones with the population of over 790 millign
contributing 40% ®P and accounting for one third of global tradeThe
benefit which will be brought to the community is expectedly over
US$1,000 billionand more or less two third of which will belongs to
developing countries. The agreementis designed openly, meaning thatitis

allowed to admit new members and add new issues after its validity.

TPP-11, 31%

TPP-9, 5%

Figure 1 —Goods & Services Trade in TPP
(Source: US ITC and BBA
Note:

TPP-9: Australia, Brunei, Chile, Malaysia, New Zealand,

Peru, Singapore, US, Vietnam
TPP-11: TPP-9 plus Canada and M exico.

Some outstanding negotiation contents in TPP are trade in goods, investment, intellectual property, Government purchase,
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Figure 2 — 04 characteristics of TPP scope of regulations

state enterprises, labor, union, TBT, SPS, anti-
corruption, environment protection and other

issues.

To date, there are 12 countries joining to
negotiate and among them, there are the most
important trade partners of Vietham such as US,

Japan, Australia and Singapore.

According to quantitative researches by
foreign experts, Vietnam is supposed to be one of
the countries with the largest benefits from TPP.
Vietnam will benefit by 5 percentage pointérom
TPP meanwhile the number of most of other
member countries will only be 1-2 percentage

point.
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2. Vietnam partnership with TPP countries
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3. TPP and other FTAs

Being a highstandard free trade agreement, TPP is considered to be an exemplary agreement of the century XXI thanks to

its stature and ascendancy. Compared to other BTAs, AFTAs and agreements in WTO, TPP has been framed with wider sphere.

FTAs always require stronger commitments to open market than other general trade agreements. Under FTAs, member
countries will follow a pathway for tax cut, tariff and non-tariff barriers for the sake of a free trade region. According to statistics by

WTO, there are more than 200 FTAs which have been still valid to date.

Recently, FTAs has witnessed a trend whereby not only are commercial issues taken into account for negotiations but also
non-commercial ones such as labor, environment. TPP is amongst many agreements following this trend. For the first time, the
agreement contained strong commitments among 04 member countries including Singapore, Chile, New Zealand and Brunei about
tariff and non-tariff issues such as origins of products, trade remedies, sanitary measures, technical barriers to trade, intellectual

property, public procurement, competition policies, ect and non-commercial issues such as labor, environment).

TPP has been developing based on the foundation of P4 with 12 member countries in progress of negotiation and the
increasing number of potential participants in the near future. That's why TPP’s scope of regulation is believed to be widen with

details as follows:

Tariff Cut almost all tax line (by atleast 90%) immediately or with a very

short timeline

Service Increase the opening level of kinds of service, especially financial
services

Investment Intensify regulations relating to foreign investment and investors
protection

Intellectual property (IP) Enhance protective levels of IP rights compared to those in WTO
right (WTO+)

Measures to identify Tighten requirements about sanitary and technical barriers
which members have
rights to impose TBT,

SPS on imports

Competition and public Enhance competition, esp in public procurement and other fields

procurement

If negotiations in WTO were one-way as Vietnam had to open market to WTO member nations and had no right to propose
requirements in return, TPP is a reciprocal agreement. Accession to WTO means joining a game with general rules, meanwhile
accession to TPP is regarded as participating in a club of liberalists. With stronger commitments than WTO, two-way impacts are

forecast to be huge.
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PART II - TPP & VIETNAM 7z JAPAN BUSINESS COOPERATION

1. About Investment

Within the scope of WTO, Vietnam has to obey the regulations of the Agreement on Trade-Related Investment Measures
(TRIMS) such as: lift preferential treatment to encourage foreign investment (regulations about the localization ratio, required
export ratio, commitments to remove investment barriers, with common purpose of strengthening attraction, “open” and
transparency of foreign investment environment in Vietnam.

Compared to WTO, regulations about investment in TPP are more widen. It is shown in a leaked version of Investment

Chapter in TPP that there are some new basic provisions related to investment.

Give new privileges
to foreign investors:
enforce

rights to

private laws through
special courts which
have jurisdiction to
settle disputes
between “investors

and Government”

Foreign enterprises
are allowed to claim
for damages for
domestic regulations
about right of land
use, environment,
health,

which they suppose

finance...

that it violates their

new TPP privileges

Restrict the control
of Government to
foreign enterprises,
give more rights to
foreign enterprises
than domestic

ones.

Foreign enterprises
are given rights to
directly take the
Government of one
country to the
international court
instead its

andlaw.

court

With widened regulations about investment, joining TPP will help
Vietham to attract more foreign investment capital from TPP partner

countries.

In terms of total investment capital to be registered for new
projects and added to old projects in 2013, Japan ranks first with USS$5,875
billion, making up 26.3% of total registered investment in Vietnam, follows
by Singapore with US$4.76 billion, making up 21.3% of total investment,
Korea ranks the third with US$4.46 billion, making up 20% of total

registered investment, follows by China, Russia, Hong Kong, Taiwan, etc.

Up to March, 2014, Japanese investors who have 2237 valid
projects, with total registered investment of US$5.38 billion, are the
largest investors in Vietham among total 101 countries and territories with
investment in Vietnam. Average capital scale per project of Japan is
USS$15.8 million per project which is higher than average capital scale per
foreign investment project in Vietnam (US$14.58 million per project ). And

according to JETRO, investment trend will be upward.

Up to now, Japan has invested in 18 out of total 21 economy
industries according to the system of industry classification of Vietnam, in
which processing, manufacturing sector ranks the first with 1213 projects

and total registered investment of US$29.82 billion (making up 54.2% of

/S /

sector with 30 projects and total registered investment of US$1.4 billion (making up 4% of total investment). Construction sector has

A

total projects and 84.3% of total investment); followed by real estate

54 projects with registered investment of US$1.05 billion (making up 3% of total investment). The rest is other sectors.

70% Japanese enterprises in Vietnam said that they planned to widen investment in Vietnam (according to the survey result

of JETRO about investment trend of Japanese enterprises in Asia and Oceania.)
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Figure 3 - Investment capital and projects of Japan in the period of 1993-2012
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Before, almost of above-mentioned Japan investment projects, focus on processing, manufacturing industry, such as
producing automobiles, motorcycles, electronic goods, iron and steel, power, etc with purpose of producing, process in Vietham to
export. However, some changes have started now, when investment from Japan has been poured in every field: finance-banking,
real estate, retail, food, even “headhunting”. Trend of producing to exportis no longer too strong, instead, producing to sell at the
Vietnamese market. And together with trend of changing investment fields, investment forms have become more diversified such as

shifting to merger and acquisition (M&A) with:
- Mizuho buy 15% shares of Vietcombank
- Sumitomo Mitsui Banking holds 15% shares of Eximbank
- Sojitz buys 51% shares of Huong Thuy Trade-Service-Manufacture Joint Stock Company, etc.

In the coming time, Japan will continue to coordinate closely to implement action plan for 6 selected industries in
Industrialization Strategy of Vietnam within cooperation framework between Vietnam-Japan towards 2020, view of 2030, which
consists of processing agriculture, aquatic products; electronics, automobile and automobile accessories; agriculture machines;
environmental and power savingindustry; and shipbuilding. Besides, Japanese enterprises will have trend to investin industries such
as: high technology, supporting industries, information technology, according to Mr. Motonobu Sato, President of Japanese

Enterprises in Vietnam.
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2. About Tariff

Joining WTO, Vietnam commits to tieitself to all current import tariff with 10,600 tariff lines. Average tax rate reduces 23%

to current average tax rate, from 17.4% to 13.4%, the timeframeis within 5 to 7 years for goods from other WTO member countries.

Meanwhile, for TPP, as soon as it takes effect, all import tax will be deleted, except for a certain percentage of a group of
items which may have the timeframe of 3 to 5 years, a few have 10 years at most. Within the scope of TPP, GDP of Vietnam is
forecast to increase by US$37.5 billion (from US$142 billionin 2012) and export can reach USS307 billion in 2025, compared to the
estimated value of only about US$239 without TPP.

With preference of tax reduction in TPP, Vietnam can export more to large markets. Within the first few years after joining
TPP, the quantity of export goods of Vietnam to the markets of countries which take partin the agreement is estimated to rise by

about 37%.

Japan has always been an important trade market of Vietham. Share of export-import of Vietnam-Japan at the end of 2013
made up about 10% of total value of export-import value of Vietnam with other markets in the world; ranks the fourth in all markets
which Vietnam has import-export relation (in which, ranks the second in scale of export value, ranks the third in scale of import

value).

16 -
EE Export 13.7

Import

12 - Trade balance 10.8 104

10 9
75 7.7
6.3

12 15 2
9 - 2009 2010 43 2011 04 2012 2013

Figure4-Vi et nam’ s performance i imthdperiocof2009-a003 t rade wi t h
(Unit: billion USD)

The fact that Vietnam can approach big markets with tax rate of 0% to 5% will bring many competitive advantages and
bright prospects to many industries, especially textiles, leather, fisheries, timber which areimportant export industries belong to the

group of 10 main export products.

V Textile:
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Tax rate decreases to 0%, instead of 7% and 12 % as present. And it can reach 25 billion USD of export by 2020 and raise the
localization ratio to 70-75%, instead of over 45% as present (According to Mr Nguyen Tien Truong, Deputy Director of

Vietnam National Textile Garment Group (Vinatex)
V  Agricultureproducts:

These kinds of products will grow strongly owning to dramatic cut of extremely high tax rate which Japan is applying for

some imported godos such as 778% for rice, 328% for sugar and 218% for powdered milk.
V  Fishery:

As forecast by VASEP, in 2014, fishery exports can reach US$6.9 billion, anincrease of 13% over 2012.

Vietnam exports to Japan Japan exports to Vietham

Textile & garment
m Crude oil

Machine equipment, tools &

17.5% instruments
M Fishery products

35.9% B Wood & wooden products

36.1%
m Plastic products
Footwears
Computer, electric products
Others

2.3% m Iron, steel

2.8% 3
’ m Cotton

Japanis the third largest import market which constitutes 10.2% of total imports of Vietnam. Commitment of tax cutin TPP
will increase the volume of imports from Japan to Vietnam, with more competitive prices. Currently, Vietham exports only make up
about 1.44% of Japan imports, therefore, it indicates that this is a potential market for Viethamese enterprises and when joining TPP.

Compared to the previous year, Vietnam imports from Japan rise by 12.2%, 1.7 times higher than growth rate of Vietham exports.

3. About Intellectual Properties

Protecting intellectual property right (IPR) in TPP is a rule that patent giants such as the US make efforts to set. Countries
without thorough preparation of IPR law as Vietnam will have to cope with risks of going to court time to time for intellectual right
(IP)law violation.

TPP has been formed when countries’ rights in WTO have been gradually saturated. Negotiations in IP right protection are
always hot and controversial. Requirements to apply stronger protection measures than thatin TRIPS (WTO) cause big problems for

Vietnamese negotiators to balance parties’ benefits.

IP in TPP: stricter than that in WTO
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Recently, Wikileaks unveiled a draft of IPR issues in the TPP negotiations as of the end of the 19" round in Brunei (30th
August 2013). Controversies revolving around this fact once again prove that stories of IPR always a big challenge for countries on

negotiating the issue of free trade.

TRIPS which has come into force since 1995 is one of the outstanding achievements of WTO. Earlier, IPR provisions was
stipulated in GATT.

Accordingly, TRIPS set the protection of copyright, trademarks, geographical indications, industrial designs, patents, layout
designs of integrated circuits, varieties of plants and undisclosed information. It is obliged for nation members to apply IPR
protection standards seriously, following a certain route. TRIPS also allows developing countries to apply the minimum protection

standards and procedures that they request.

Similarly, IPRis a rule that patent giants such as the US make efforts to set. According to what Wikileaks revealed, the US

proposals are:
- Toincrease the protection level of patents, copyrights, trademarks, etc.

- To expand the scope of patent protection to methods of diagnosis, treatment and surgery which are free to learn, exchange

and apply before TPP.
- To protect not only the new drugs but also the new ways of using old drugs.

- To be obliged for those who apply to circulate drugs, pesticides and fertilizers to retest on people or animal in spite of
available similar test data.

- Strongrequirements to protect copyright, especiallyin network environments

IPRin TPP is a particularly big advantage of enterprises in pharmaceuticals and agrochemicals because of the following

reasons:

- TPP limits the competition in the use and business of generic drugs with the exclusive protection timeframe of their patents

being expired.

- The US proposes to protect both plants & animals and methods of prevention, diagnosis and treatment to those humans

and animals. As a result, costs of raising, preventions and treatment will be much higher.
- Theuse of plant seeds and animal breeds depends on the copyright owner’s permit and fee.
- Thestore of seeds and breeds of previous seasons for next one’s use is also being prevented.

Relating to exclusive data, TPP requires applicants who would like to subscribe to circulate a similar product, even though
its copyright has expired, have to gather full data and perform all the clinical trials. This contributes to increase the production cost
of fertilizers and plant protection chemicals.

The time for copyright protection is proposed to increase by 15 — 20 years, causing businesses to suffer loss and preventing

development of knowledge and economies.

In order to enhance and promote the development of human resources and economy, many developing countries such as
Vietnam have to boost acquiring new technologies. Taking part in TPP, this is no longer easy because of strict IPR protection

environments set by the US.
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To prove, it can be easily seen that when TRIPS came into effect, viewpoints on IPR issues of developing and developed
countries faced deep divisions.

Developed countries with economies largely depending on information and technology transfer said that tightening the IPR
protection will bring big benefits in term of economics. In contrast, copying and IPR infringement are attributed to reduce the
motivation to create inventions.

Developing countries trend to support an open system of IPR protection in whichinformation distribution is free and widely
encouraged, setting the foundation of technology. They oppose foundation of a harsh system of IPR as they need to approach
advance technologies for development promotion.

However, with harsh requirements from the US for TPP, countries without thorough preparation of IPR law as Vietham will

have to cope with risks of going to court time to time for intellectual right (IP) law violation.

According to BSA, in 2011, Vietnam ranked 21" in software piracy with piracy rate of up to 81.0%, equivalent to US$395
million.

Rate of software copyrights piracy 85% 85% 85% 83% 81%

Value of non-copyright softwares (min USD) 200 257 353 412 395

(Source: BSA, n2011, BSA "@ldo h)alon®oftware piracy

It can be seen thatitis a big challenge for Viethamese enterprises to meet TPP’s standards in this field. Piracy can be worse.

The possibility of being sued becomes greater, causing the cost of court and arbitration to dramaticallyincrease.
Choices and trade-offs

Finishing the 20" round of negotiations, discussions on IPR, especially in pharmaceutical and therapeutic measures are still
under controversy.

Standards by the US, if applicable, will cause price escalation of drug. It is forecast that while the US pharmaceutical
corporations pocket huge profits, only 20% of Viethamese patients have chance to use drugs. In general, public healthis still a major
concern of developing countries such as Vietnam.

Moreover, IPR protection measures have greatinfluence in countries with high proportion of agriculture like Vietnam. Price
of agrochemical products such as animal medicine and fertilizer will, accordingly, increase dramatically. Specific proposals for

protection of plantseeds and animal breeds can even wipe out millions of small -scale farms which are common in Vietnam.

Of course, IPR protection motivates individuals and organizations to invest into research and conduct new technologies
because it allows inventors to enjoy their achievements with temporary exclusive rights. However, as for developing countries like
Vietnam, itis difficult to approach scientific and technological achievements, particularlyin the public fields such as health care.

It is undeniable that Vietham will have many benefits in a variety of fields when joining TPP. However, barriers from
tightened IPR protection for pharmaceutical patents, geographical indications, copyrights, etc will possibly dwindle those benefits./.
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