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India-Vietnam Trade:
Current Relations and Prospects*

Rajesh Mehta**

Abstract: The main objective of this paper is to analyse the level, growth
and composition of India-Vietnam Trade in goods, identify sectors/products
in which India has export potential in Vietnam, if a duty free regime is
agreed between India and Vietnam, and examine the implication of India-
Vietnam bilateral free trade agreement. Our preliminary results show
that India has export potential in number of sectors, if a duty free
regime is agreed between Indian and Vietnam. The identified
commodity groups are: edible fruits and nuts, etc., textile and
apparel, fruit bear etc., and transport vehicles. These commodity
groups have been identified on the basis of criteria that India has
comparative advantage, Vietnam has import demand, and Vietnam
has relatively high levels of MFN tariffs.

Vietnam is emerging an important trading partner of India. The
amount of India’s total exports to Vietnam during 2003-04 (April-
March), amounted to US $411.5 million while the corresponding
value of India’s imports from Vietnam was US$ 38.3 million. Table
1 gives a clear picture of India’s huge trade surplus with Vietnam
during 1994-2004. In recent years, Vietnam has trade deficit of US$
309 million during 2002-03, and US$ 373 million in 2003-04.
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India’s trade with Vietnam accounts for a low proportion of
India’s total global trade (around 0.3 per cent) and the same is true
from Vietnam’s point of view as well. India’s exports to Vietnam (as
a proportion of India’s global exports) have increased between the
period 1990-1996, with more or less no change during 1996-2000,
but have shown an increasing trend afterwards (Table 1). But India’s
imports from Vietnam (as a proportion of India’s global imports)
have consistently declined during 1990s, but have shown an
increasing trend during last 2-3 years. The level of India’s exports to
Vietnam was lower than the level of India’s imports from Vietnam
till 1994 (Table 1), but in 1994 equation was reversed. India has
new significant trade surplus with Vietnam

In terms of Vietnam’s global imports by countries, India’s share
has increased during the late 1990s and recent years. In 2003-04,
India constitutes around 1.6 per cent of Vietnam’s total exports. It
shows that although India is not an important market for Vietnam,
the latter’s integration with India has been increasing overtime.

I. India and Vietnam Trade: Commodity Compositions
In 2003,Vietnam exported goods worth US$ 20176 million to the
world (Table 2). The distribution of Vietnam exports by commodities
is concentrated toward a few commodities/commodity groups. A
major share of Vietnam’s total exports is concentrated in crude oil,
agriculture products like marine, rice, coffee, tea, pepper, rubber,
garments, shoes, etc.

Table 3 gives amount of India’s imports from Vietnam1, by broad
commodity groups (defined by different chapters of HS classification)
during 2003-04.2 India has imported commodities of 68 groups (out
of 99 commodity groups defined by different chapters of HS
classification) from Vietnam during this year. It also shows that
commodities of three groups, i.e. ‘coffee, team, mate & spices’ (HS
Chapter 9), ‘electrical machinery’ (Chapter 85) and ‘rubber and
articles etc.’ (Chapter 40) constitute a major share of India’s imports
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from Vietnam. During 2003-04, these commodity groups constituted
64 per cent of India’s imports from Vietnam. The other commodity
groups of India’s imports from Vietnam, during 2003-04, are given
in Table 3.

Table 3A summarises the amount (and per cent share) of India’s
top 20 commodities (at 6-digit HS level) imported from Vietnam
during 2003-04. It shows that India’s imports are concentrated in
select commodities. The share of top most commodity, i.e. ‘pepper
neither crushed nor ground’, is around 20 per cent. It can be clearly
noticed from Table 3A that different types of spices including coffee,
etc. are the major commodities of India’s imports from Vietnam.

In 2003, the amount of Vietnam’s total imports was US$ 24863
million. Apart from ‘machinery and equipment’, it has been importing
a large number of diversified goods. A list of top 20 commodities (at
6-digit HS level) of Vietnam’s total imports is given in Table 4. The
table clearly shows that Vietnam’s import is not concentrated in a
few specific commodities.

Table 4A gives a distribution of amount of India’s exports to
Vietnam by broad commodity groups (defined by HS 2-digit level
or HS Chapters), during 2003-04. This table shows that India
has exported commodities of 81 groups out of total 99 commodity
groups. However, the amount of India’s exports to Vietnam has
not been concentrated in  top commodity group. ‘Residues and
waste from the food industries - prepared animal fodder’ (Chapter
23) constituted around 15 per cent of India’s exports to Vietnam.
In India’s export basket to Vietnam, ‘Iron and Steel’ (Chapter
72), and ‘Plastics & Plastic products’ (Chapter 39) constitute other
important commodity groups.

Table 4B gives a list of India’s top 20 export commodities (at 6-
digit HS level) to Vietnam. ‘Oil-Cake’ amounts for around 14 per
cent of India’s exports to Vietnam, followed by ‘frozen shrimps &
prawns’, ‘polypropylene’, ‘castor oil and its fractions’, etc. It showsTa
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that a large proportion of India’s export is not concentrated in few
particular commodities, and hence it is not vulnerable.

II.  Indian Exports Facing High Tariff: Identification of
Commodity Groups
Vietnam defines its import custom duties at 8-digit HS level for 10620
commodities/lines. Out of these 10620, 2636 commodities/lines are
duty free. In 2004 Vietnam range of MFN ad valorem tariff rates
was 0-100 per cent. A frequency distribution of different commodities
(or lines) by level of Vietnam’s MFN import duty rates is given in
Table 5.

Reduction in tariffs3 will lead to (i) increase in trade among
member countries, which may be owing to trade creation and trade
diversion,4 and (ii) revenue loss to member countries. The extent of
changes in imports depends on many factors, including (a) level of
tariff in pre-duty free period, (b) depth of tariff concession, (c) price
elasticity of export supply of originating country, and (d) price
elasticity of import demand of destination country.

14 15

T
ab

le
 4

B
: 

 I
nd

ia
’s

 E
xp

or
ts

 t
o 

V
ie

tn
am

 d
ur

in
g 

 2
00

3-
04

 -
 T

op
 T

w
en

ty
 C

om
m

od
it

ie
s

H
S-

C
om

m
od

it
y

V
al

ue
%

 s
ha

re
C

ha
p.

(m
ill

io
n 

U
S$

)
in

 to
ta

l

23
04

00
O

il-
ca

ke
 a

nd
 o

th
er

 s
ol

id
 re

si
du

es
, w

he
th

er
 o

r n
ot

 g
ro

un
d 

or
 in

 th
e

54
.9

9
13

.3
8

fo
rm

 o
f p

el
le

ts
, r

es
ul

tin
g 

fr
om

 th
e 

ex
tr

ac
tio

n 
of

 s
oy

a-
be

an
 o

il.
30

61
3

Sh
ri

m
ps

 &
 p

ra
w

ns
 fr

oz
en

35
.5

1
8.

64
39

02
10

Po
ly

pr
op

yl
en

e
22

.7
2

5.
53

30
04

90
O

th
er

m
ed

cn
e 

pu
t u

p 
fo

r r
et

ai
l s

al
e

20
.0

4
4.

87
76

01
10

A
lu

m
in

iu
m

-n
ot

 a
llo

ye
d

14
.9

2
3.

63
10

01
90

O
th

er
 w

he
at

 &
 m

es
lin

11
.1

3
2.

71
12

01
00

So
ya

 b
ea

ns
 w

/n
 b

ro
ke

n
10

.9
7

2.
67

27
10

19
O

th
er

 p
et

ro
le

um
 o

ils
 a

nd
 o

ils
 o

bt
ai

nd
 fr

om
bi

tu
m

in
ou

s m
in

er
al

s e
tc

9.
06

2.
20

38
08

10
In

se
ct

ic
id

es
9.

04
2.

20
30

04
20

M
ed

ic
am

en
ts

 c
on

ta
in

in
g 

ot
he

r a
nt

ib
io

tic
sa

nd
 p

ut
 u

p 
fo

r r
et

ai
l s

al
e

8.
05

1.
96

74
03

11
C

at
ho

ds
 &

 s
ec

tn
s 

of
 c

at
ho

ds
 o

f r
ef

in
d 

co
p

8.
03

1.
95

39
02

90
O

th
er

 p
ol

ym
er

s 
of

 p
ro

py
le

ne
 in

 p
ri

m
ar

y 
fo

rm
s

7.
78

1.
89

29
41

10
Pe

ni
ci

lli
ns

 a
nd

 th
ei

r d
er

iv
at

iv
es

 w
ith

 a
 p

en
ic

ill
an

ic
 a

ci
d 

st
ru

ct
ur

e;
 sa

lts
 th

er
eo

f
7.

11
1.

73
38

17
00

M
ix

ed
 a

lk
yl

be
nz

en
es

 a
nd

 m
ix

ed
 a

lk
yl

na
ph

th
al

en
es

,
5.

51
1.

34
ot

he
r t

ha
n 

th
os

e 
of

 h
ea

di
ng

 N
o.

 2
7.

07
 o

r 2
9.

02
.

29
42

00
O

th
er

 o
rg

an
ic

 c
om

po
un

ds
5.

45
1.

33
72

20
20

C
ol

d 
ro

lle
d 

pr
od

uc
ts

 o
f s

ta
in

le
ss

 s
te

el
 o

f w
id

th
 le

ss
 th

an
 6

00
 m

m
5.

33
1.

30
29

41
90

O
th

er
 a

nt
ib

io
tic

s
5.

3
1.

29
23

05
00

O
il-

ca
ke

 a
nd

 o
th

er
 s

ol
id

 re
si

du
es

, w
he

th
er

 o
r n

ot
 g

ro
un

d 
or

 in
 th

e 
fo

rm
 o

f p
el

le
ts

,
5.

29
1.

29
re

su
lti

ng
 fr

om
 th

e 
ex

tr
ac

tio
n 

of
 g

ro
un

d-
nu

t o
il.

72
25

20
Fl

at
 ro

lle
d 

pr
od

uc
ts

 o
f h

ig
h 

sp
ee

d 
st

ee
l, 

of
 a

 w
id

th
 o

f 6
00

 m
m

 o
r m

or
e

4.
93

1.
20

41
06

21
T

an
ed

/c
ru

st
 h

id
e 

&
sk

in
s 

of
 g

oa
t o

r k
id

s 
in

 w
et

 s
ta

te
 in

cl
ud

in
g 

w
et

-b
lu

e.
4.

42
1.

08
T

ot
al

41
1.

13
62

.1
7

So
ur

ce
:  

In
di

a 
Tr

ad
es

, C
M

IE
. J

ul
y 

20
05

Table 5:  Vietnam:  Number of tariff lines* by level of different
MFN Tariff Rates, 2004

MFN Tariff Rate (%) No. of Lines % Share (of Total lines)

Duty Free (0%) 2636 24.82

0.1 - 5.0% 1726 16.25

5.1 - 10% 1074 10.11

10.1 - 15% 570 5.37

15.1 - 35% 2305 21.70

35.1 - 50% 1851 17.43

50.1 - 100% 435 4.10

without rate 23 0.22

TOTAL 10620 100.00

Average Tariff = 16.82 per cent
Note:  * at 8-digit level
Source:  UNCTAD - TRAINS, WITS Online Database.



To identify different products/sectors and the extent of possible
market access (to India) owing to India-Vietnam tariff free regime,
we matched the amount of India’s total exports (of different
commodity groups) with corresponding level of MFN tariff
(average) rates (of different commodity groups) of Vietnam. A
broad picture of this matching for different commodity groups
(at two-digit HS level, commonly known as Chapters of HS
classification) is depicted in Figure 1. One can notice from this
figure that India has been exporting a large amount of some select
commodity groups, even though it  is facing high level of
Vietnam’s MFN tariff. In other words, India has comparative
export  advantage in these sectors and possible extent of tariff
concession in Vietnam’s MFN tariff rates is significant.

The list of commodity groups in which (a) Indian exports are
significant, and (b)  Vietnam’s MFN tariff rates are high, can be
identified as: ‘Bird’s eggs; natural honey; edible products of
animal origin, not elsewhere specified or included’ (HS Chapter
4), ‘Edible fruit and nuts; peel of citrus fruit or melons’ (HS
Chapter 8), ‘Beverages, spirits and vinegar’ (HS Chapter 22),
‘Tobacco and manufacture; tobacco substitutes’ (HS Chapter 24),
‘Paper and paperboard; article of paper pulp, of paper of of
paperboard’ (HS Chapter 48), ‘Wool, fine or coarse animal hair,
horse hair yarn and woven fabric’ (HS Chapter 52), ‘Other
vegetable textile fibres; paper yarn and woven fabrics of paper
yarn’ (HS Chapter 54), ‘Man-made staple fibres’ (HS Chapter
55), ‘Special woven fabrics; tufted textile fabrics; lace; tapestries;
trimmings; embroidery’ (HS Chapter 58), ‘Knitted or crocheted
fabrics’ (HS Chapter 60), ‘Articles of apparel and clothing
accessories, knitted or crocheted’ (HS Chapter 61), ‘Articles of
apparel and clothing accessories, not knitted or crocheted’ (HS
Chapter 62), ‘Footwear, gaiters and the like; parts of such articles’
(HS Chapter 64), and ‘Vehicles other than railway or tramway rolling-
stock, and parts and accessories thereof’.
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28), ‘Organic chemicals’ (HS Chapter 29), ‘Pharmaceutical products’
(HS Chapter 30), ‘Plastics and articles thereof’ (HS Chapter 39),
‘Rubber and articles thereof’ (HS Chapter 40), ‘Wool, fine or coarse
animal hair, horse hair yarn and woven fabric’ (HS Chapter 52),
‘Other vegetable textile fibres; paper yarn and woven fabrics of paper
yarn’ (HS Chapter 54), ‘Wadding, felt and nonwovens; special yarns;
twine, cordage, ropes and cables and articles thereof’ (HS Chapter
55), ‘Articles of apparel and clothing accessories, knitted or
crocheted’ (HS Chapter 61), ‘Articles of apparel and clothing
accessories, not knitted or crocheted’ (HS Chapter 62), ‘Footwear,
gaiters and the like; parts of such articles’ (HS Chapter 64), ‘Natural
or cultured pearls, precious or semi-precious stones, precious metals,
metals clad with precious metal, and articles thereof; imitation
jewellary; coin’ (HS Chapter 71), ‘Iron and steel’ (HS Chapter 72),
‘Articles of Iron or steel’ (HS Chapter 73), ‘Nuclear reactors, boilers,
machinery and mechanical appliances, parts thereof’ (HS Chapter
84), ‘Electrical machinery and equipment and parts thereof; sound
recorders and reproducers, television image and sound recorders
and reproducers, and parts and accessories of such articles’ (HS
Chapter 85), ‘Vehicles other than railway or tramway rolling-stock,
and parts and accessories thereof’.

Among these identified commodity groups, Vietnam’s average
tariff (of commodity groups) are significantly higher than the
Vietnam’s overall average tariff: ‘Edible fruit and nuts; peel of citrus
fruit or melons’ (HS Chapter 8),  ‘Wool, fine or coarse animal hair,
horse hair yarn and woven fabric’ (HS Chapter 52), ‘Other vegetable
textile fibres; paper yarn and woven fabrics of paper yarn’ (HS
Chapter 54), ‘Man-made staple fibres’ (HS Chapter 55), ‘Articles of
apparel and clothing accessories, knitted or crocheted’ (HS Chapter
61), ‘Articles of apparel and clothing accessories, not knitted or
crocheted’ (HS Chapter 62), ‘Footwear, gaiters and the like; parts of
such articles’ (HS Chapter 64), and ‘Vehicles other than railway or
tramway rolling-stock, and parts and accessories thereof’ (HS
Chapter 87.  Hence, these are the main sectors in which India’s exports

20

The above analysis gives a broad picture of commodity groups
in which India can have significant market access (in Vietnam) for
select products/sectors. For identification of specific commodities at
disaggregate level (say at 6-digit or 8-diigt level of classification of
Harmonised System), one has to examine India’s exports’ prices
(viz.-a-viz. prices of other countries) with corresponding Vietnam’s
tariff rates.

III. Trade Complementarity between India and Vietnam;
Identification of Commodity Groups
In this study, we have not estimated the extent of trade creation and
trade diversion that may occur owing to formation of India-Vietnam
tariff free regime. We match total exports (or imports) of India with
corresponding total imports (exports) of Vietnam, for different
commodity groups. This may give an idea of: (i) export potential of
supplying country, (ii) export competitiveness of supplying country,
and (iii) import demand of importing country. This concept is
sometimes called complementarity in trade.5 It will help us to examine
the potential of trade expansion in member countries, i.e. India and
Vietnam.

Figure 1 presents a measure of complementarity between India’s
exports with Vietnam’s imports, for different commodity groups
(defined by HS chapters), i.e.  India’s global exports of different
commodity groups  is matched with corresponding Vietnam’s global
import. One can notice from this graph that India’s exports as well
as Vietnam’s imports are significant in a large number of commodity
groups.  These commodity groups are: ‘Fish and crustaeans, molluscs
and other aquatic invertebrates’ (HS Chapter 3),  ‘Cereals’ (HS
Chapter 10), ‘Residues and waste from the food industries; prepared
animal fodder’ (HS Chapter 23), ‘Ores, slag and ash’ (HS Chapter
26), ‘Mineral fuels, mineral oils and products of their distillation;
bituminous substances; mineral waxes’ (HS Chapter 27), ‘Inorganic
chemicals; organic or inorganic compounds of precious metals, or
rare-earth metals, of radioactive elements of isotopes’ (HS Chapter
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to Vietnam will certainly increase under tariff free regime, which
may be formed due to PTA/FTA.

IV. Regional Trading Arrangements of India6

India has had freer trade regime with Nepal and Bhutan. But the
only Free Trade Agreement (FTA) experience with any meaningful
relevance has been in the case of India-Sri Lanka FTA.7 Recently,
India-Singapore Comprehensive Economic Cooperation Agreement
(CECA) has been signed.  In addition, India’s Draft Framework
Agreements for an FTA with Thailand and ASEAN have been signed
but only the former one has been implemented in the form of an
Early Harvest Scheme covering a modest number of products for
tariff liberalization. Within the South Asian region a SAFTA Treaty
has been signed and the present phase is characterized as a transition
from SAPTA to an FTA. India is also a member of BIMSTEC and its
FTA.8 In the inter-regional context, a PTA has been signed with
MERCOSUR. Since inception India has been a member of the
Bangkok Agreement and the GSTP.

Some of the initiatives that are in the process of studies,
negotiations and implementation include India-Sri Lanka
Comprehensive Economic Partnership Agreement (CEPA), India-
Bangladesh FTA, Bangladesh-Bhutan-India-Nepal Growth
Quadrangle, IOR-ARC, India-GCC Economic Cooperation, India-
Brazil-South Africa (IBSA) Initiative, India-Mauritius and India-Egypt
economic partnership, etc. India is also pursuing the idea of a pan-
Asian level economic cooperation initiative known as the Asian
Economic Community (AEC).9 A major highlight of some the recent
attempts at economic cooperation initiatives is in terms of a
broadening of scope and emphasis ranging from trade to investment
and services. India is now focusing on non-tariff barriers along with
tariffs as well as on services along with goods. Investment cooperation
has also emerged as an area of priority. In addition, intensive work
is being done on issues like the rules of origin, mutual recognition
agreements (MRAs), anti-dumping provisions, revenue compensation

mechanism, safeguards, dispute settlement modalities, etc. In short,
in the present-day agreements India has placed considerable emphasis
on making them as comprehensive as possible.

V.  Potential Benefits of FTA/PTA
The potential benefits of a regional or bilateral trading arrangement can
be examined in terms of ‘global welfare’, ‘regional welfare’ or ‘national
welfare’. In this note, we have tried to examine the possible welfare of
Indo-Vietnam free tariff regime from an Indian point of view.

At present, India’s imports from world are US$ 78354 million
as compared to Vietnam’s global imports of around US$ 24803
million.10 Both these countries have captured a small market of
each other. There is lot of scope for establishing a FTA that will
lead to significant increase in bilateral trade between India and
Vietnam.

It should be remembered that the present level of India-Vietnam
trade is low, but is increasing overtime. This increase has been noticed
particularly in India’s exports to Vietnam. Consequently, the trade
gap, which has traditionally been heavily in India’s favour, is
increasing.

Vietnam’s import demand is quite high and India will be able to
meet export supply for a large number of commodities of Vietnam’s
import demand. The present level of Vietnam’s imports from India
is moderate, hence India will be able to capture a large portion of
Vietnam’s market for these commodities.

Vietnam’s average MFN rate is more or less similar as that of
India. On the surface it seems that Vietnam will give larger access
to India, but it may not be true.

Before examining the extent of commercial benefits, it is
important to examine in detail the price competitiveness of different
products. From the above documented analysis of trade structure of

23



India and Vietnam, it seems that India can capture Vietnam’s market
for a large number of commodities.

Vietnam is relatively a more open economy than India. The
former’s total exports (of goods and services) constitute around 60
per cent of GDP; the corresponding ratio of imports to GDP is around
67 per cent.

In 2003, Vietnam exported goods worth US$ 20.2 billion while
the amount of its imports was US$ 24.8 billion. India supplies around
1.5 per cent of Vietnam’s total imports, while the share of India in
Vietnam’s total exports is around 0.3 per cent.

Vietnam is an important trading partner of India. The amount of
India’s total exports to Vietnam during 2003-04 was US$ 411.5
million, while the corresponding amount of India’s imports from
Vietnam was US$ 38.8 million, resulting in a trade surplus of US$
373 million. In earlier nineties, India had consistent trade deficit with
Vietnam.

Our preliminary results show that India has export potential
in a number of sectors, if a duty free regime is agreed to between
India and Vietnam.  The list of different commodity groups are:
(i) edible fruit and nuts; peel of citrus fruit or melons, (ii) wool,
fine or coarse animal hair, horse hair yarn and woven fabric, (iii)
other vegetable textile fibres; paper yarn and woven fabrics of
paper yarn, (iv) man-made staple fibres, (v) articles of apparel
and clothing accessories, knitted or crocheted, (vi) articles of
apparel and clothing accessories, not knitted or crocheted, (vii)
footwear, gaiters and the like; parts of such articles, and (viii)
vehicles other than railway or tramway rolling-stock, and parts
and accessories thereof.  These are the commodity groups in which
(a) India has export competitiveness, (b) Vietnam has import demand,
and (c) Vietnam has high level of MFN tariffs.

24 25

This paper has not examined in details the implication of duty
free regime under FTA/PTA on ‘trade creation’ and ‘trade diversion’.
However, it seems that a large portion of trade expansion will be
‘trade creation’.

Endnotes
1 In other words, Vietnam’s export to India.
2 See Annexure 1 for definition of different commodity groups as defined by different

chapters of Harmonised System of International trade classification.
3 Owing to formation of bilateral FTA between India and Vietnam, or India-ASEAN

FTA.
4 For details of terms like ‘trade diversion’ and ‘trade creation’, see Mehta, R. (2002).

“Establishment of Free Trade Arrangement among BIMSTEC Countries: Some Issues”,
RIS Discussion Paper # 23.

5 A number of measures like (i) Cosine measure and (ii) Finger-Krenin exist in literature.
For details for these measures, see Panchamukhi, V.R. etc., Complementarity in
Trade and Production: Intra-South Potential, Sage Publication, 1995.

6 For details see Mehta, R. and S. Narayanan (2005). “India’s Regional Trading
Arrangements”. Background paper, UNDP Asia-Pacific Trade and Investment
Initiative, Colombo.

7 See, Mehta, R. (2001), India-Sri Lanka Free Trade Agreement, mimeo, World Bank.
8 See, Mehta, R. (2002), Establishment of Free Trade Agreement among BIMSTEC

Countries, RIS Discussion Paper #23.
9 See, among others, Kumar, N. (2002), Towards an Asian Economic Community –

Vision of Closer Economic Cooperation in Asia: An Overview, RIS Discussion
Paper #32 and  RIS (2003) Relevance of an Asian Economic Community. RIS Policy
Briefs #1.

1 0 For the year 2003.
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