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Executive summary

This report assesses the impact of CO1An micro, small and medium sized enterprises (MSMES)
in Viet Nam, with particular emphasis on worrled MSMEs.

The report is broadly divided into three main partée first part provides the wider context ftre

study and coves: i) a brief profile of the MSME sector in Viet Nam, including@e@ S NY YSy (i Q&
policies towards their development prior to COMI®), ii) an overview of the impact on COMI®on

+ASG blYQa SO2y2Ye(atk fuly20X) Sandihd @3 SN YENKI DRY 132t A O
pertainingto MSMEs.

The second part analyses the results emanating from an empirical survey that was conducted in June
2020, focusing on: i) the depth of impactof COMIlp 2y a{ a9&d8 Ay +ASidessbl YT A
of and accessto th€2 SNy YSy (i Qa LRt AO0OASa FAYSR |G lFaaraday
by COVIM T YR AAAO (GKS 0dzAAYGEAENABOY 2 ND A LIRISNDL EEH
enterprises facing COAD.

Building on theanalysis, he third part provids specific recommendations on additional support

policies to help MSMEs in Viet Nam, and especially wel@@nVMSMEs, both in terms of: i)

immediate mitigation measures; and ii) positioning for the p6SVIBL9 tnew normat.

There is a growing recognition that CONMhas caused mor#han just a sudden hiccup in the global
econony. Rather,COVIEL9 has generated énew normat that businesses will need to adjust to.
Thus, the pandemic has and continues to be a global stress for all enterprisesltillustratesthat
businesses need to have resilience and be abenture continuity through times of crisis.

The principafindingsfrom this empirical studwre:

1 In the first half of 2020(1H2020) roughly 62,000 newenterprise registrations were
recorded; a decline of 7.3 pe&ent on the same period in 2019. Crucially, approximately,
29,200 enterprises sought to suspend their operationdh2020Q an increase of 38.2 per
cent on the year previously. The increase wagercent in the trade and services sector,
32.1 percent in the industry and construction sector, and 23.9 gent in the agriculture,
forestry and fisheries sector.

1 More than 80 per cent of surveyed MSMESs reported that the impact of GO8/th their
businesses was either bad or very bad; a response seen across all major dé=doysall,
at ninety-six per cent of the MSMESs surveyed, reported a fall in prafitst over a quarter
(28 per centpf surveyed MSMEs reported they hiaeen obliged tgpartially halt or scale
back their business operationand an additional fifth (18 per cent) had to temporarily
suspend all business operatiomdoreover, todate, the impact of COVI29 on womered
a{a9a0Q NBOSydSa KIoS 0SSy Y2NB -cddvBRBEE (Kl Yy
although the reasons for this genddifference is uncleatwomenled MSMEs have also had
slightly higher perception of a negative impaétCOVIEL9 on theirbusinesscompared to
their male counterparts.

1 MSMEs wereoncerned about the negative impact expectedrevenues for thavhole of
2020, with everfMSMEsurveyedexpecting a contraction compared with 2019. Over a third
(36.1 per centpf firms expect a decline in revenues of at least 50 per cent, while 40.4 per
cent of those surveyed said that they were forecasting a reduction é82fer cent in
revenues for 2020, compared with 201Bowever, womeHed enterprises were more
optimisticthanmeaft SR SY i SNILINA aSa | o02dzi GKSANI 6dzaAySa.

1 The crisis has largely taken the formofademanl RS a4 K2 O1 T2 NHighySd bl Y
dependent on cash flows, the lack of demand and revenue has left M&WEsstruggling
with a shortage of working capit@nly a relatively small proportion of firms cited difficulties
with input supplies.
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1 As acoping mechanismearly 50 pecentof MSMES participated in this survey hdasto
cut wages and/or hours worked by employe8imultaneouslyclients and customers have
been renegotiating prices down, defering paymens and cancding orders. Notably,
womenled MSMEswere twice aslikely to have suspen@d some or all of their normal
business activities (29.9 per ceag compared tanenled MSMEs (15.1 per cent).

f On the whole, the general perception among MSMEs is thaGh&d S Ny YSy (i Q&
support measures areseful rating 4.2 out of a maximum of, et womenled MSMEs
provided a lower rating than meled MSMEs on all the parameters assesdéowever,
detailed information on how to apply for various forms of suppea, well as the actual
implementation of various measurésgs been sumptimal. This may explain in large part
why so many MSMEs have hesitated or failechtrke use ofhis support.

w

1 The fiscal support measures have probably been the most appreciatedtérprises and
have had the largest wpke, along with temporary reductions in interest rate payments for
loans.

1 COVIBL9 hasalsoserved to heighten the importance of ensuring thdASMEscan navigate
their way through severe and sudden economic downturns, and have the right systems in
place to: i) lessen their vulnerability to such downside risks; and ii) be able to respond
effectively and decisively to those risks when they occur.

In-depth interviews uncoveredsome specific initiatives, such as trainingso support women
entrepreneursmitigate the heightenedlosesand risksposed byCOVIBLY, andprovided insights
on gender differences in coping mechanisansl behaviourbetween women and meted MSMEs

1 Womenled MSMEs display greater flexibility in times of criflese survey results suggest
that womenled MSMEsare more adept atcontingency planing, and/or more likelyto
adopt conservative business strategies, thereimreasing theiresiliercein times of crisis.

1 Womenled businesseare more likely tapt for business continuity mechanisms that entail
operational adjustments, such as cutting costs, andegotiating payment terms

1 Womenled business have been more likelyremluce or suspend business activitidsrring
COVIEL9. This may be explaindoly genderdifferences in caring responsibilities for young
children during school shutdowns

1 More womenled enterprises havaindertaken philanthropic activities during the crisis
period. This suggests thalvomenled firms are more predisposed tohelp their local
community, such ashrough distributing their productsfor free to people impacied by
COVIEL9.

Encouraginglyboth the surveyrespondentsand interviewees noted that the pandemic has
generated somepositive outcomesfor MSMEs due to difficulties in market and input resources
This includes: ifprcingbusinesse$o consider changing their business and production modwid,

to start to embace a greater use of ICT; iipcreasing awarenessf the need for contingency
planning, and cognisant of risk; highlightingthe need todiversifyboth their sources of inputs and
their revenue streams where feasible; and iv) renmiigcenterprises tkat they do not operate in a
vacuum, but are intimately connected to a range of wider stakeholders: their employees, their
suppliers, their customers or clients, their investors, and the communities in which they operate.

Among the various poliegriented recommendations emanating from this studlye following near
term optionsare emphaizedor consideration:

1 Improvements can be made in the implementation of emergency support measures
provided by theGovernment to support enterprises during the CO\MDcrisismostnotably
around information transparency and application procedures. The rele@anernment
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agenciesare encouraged to work with and through relevant business associations chambers
and othe business networks, including those that focus on wortegh MSMESs.The
provision of online seminars and other outreach activities, preferably tailored to be relevant
to MSMEs in different sectorsiith very specific instructions on how to apply, Q&A sassi
FAQchatroomswould also bauseful

1 Methodsto support MSMEsGselfevaluaté their eligibility for supportwould be helpful,
increase efficiency, and potentiallave time A set of clear criterigsneeded for enterprises
to be able tocselfevaluate, and thereby determine: i) which eligibility group they belong
to; ii) which policies they are entitled to access; iii) who precisely to approach; and iv) which
documents to provide and forms to subm@ne option might be to establishdedicated
COVIELY internet portal where all relevant information, forms and contact details are easily
accessible and downloadable. Ideally, this pontalild alsospan across the relevant state
agencies, as a one stepopplatform.

1 Creatingdedicateddepartments within the relevanBate agencies and commercial banks
to handle applications relating to COVIDP support measure would also bealuable
notably in providing a cleapoint of entrye for MSMEs.

Looking beyond the immediate need for emergency support measures, theremeed for more
long-term initiatives toaddress structuratonstraintsand support the MSME sectatevelopmentin
Viet Nam. Thesmeasures might include:

1 Supporting digital transformation of MSMigssupport them toleveragethe benefits oiCT
Doing so, will increase thapmpetitivenessby reducing various transaction and fixed costs,
and unlocking significant efficiency gaifsy such initiative will need to acknowledge
genderdifferences in access and usage of technology.

9 Offering tchnical assistance and capacity support to help MSMEsdaje strategic plans to
opivote their pre-COVIEL9 business modefer 2021 and beyondn doing so, they need to
ensure the commercially viallity of their value propositionto ensure long term
sustainalility. Moreover, support provided needs to bailored to the genderdifferential
needsand riskfacingwomen entrepreneurs.

1 Developing a usefriendly analytical toolo allow MSMEs to conduct a systematic self
diagnosis of their relative strengths and weaknesaesgpreparedness for the posEOMVD-
19 business ecosystem. This tool would HdBMEs tadentify priorities to makethe éstep
changé& improvements needed to be competitive.

1 Implementing interventionsd improve the connectivity between MSMEs in Viet Nam and
encourage consumers to buy from local producers and suppliers. This is in a context where
COVIBEL9 has served temphasizeéhe importance of building up a strong domestic market
for products and serges, and not becoming unduly reliant on overseas markets for future
economic growth.

§ Stimulatinginnovation among MSMEs in Viet Nalhisl O2 dzy G N® G KI 0 daadl yR
the few lower middleincome economies that [is] getting much more innovatiosui¢s for
oA Gas Ayy 2 gl YiMaRing fukhgrad/aniey id udidess innovation could prove
to be adgame changérfor Viet Nam and its MSMEs.

Finally, there is a need to ensure that the COWrisis does not dislocate the steady progress that
Viet Nam has made in developing its MSME sector. The task of steadily improving the business

1 Cornell University, INSEAD and WIR@Q
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environment for MSMESs remains a work in progress thatextitnd beyond the current crisis. This
pertains to MSMESs in general, and worded enterprises in particular.



1. Introduction

In Asia and the Pacific, entrepreneurship is one of the main pathteachieve gender equality and
G2YSYyQa SO02y 2 Y Ad sebovtlidSastiNapl& Hetielopment Goal (SB@)Hchcan

in turn have a multiplier effect on family wdiking, poverty reduction and sustainable economic

growth. Geating an enabling entrepreneurial ecosystem where women can fregtiicipate to

their full capacity, can yield expansive seesmnomic gains stretching from households to
communities and economiesndeed it has been estimated thaktS | R@F yOSYSy i 2 7F
equality in theregion could potentially add atJPD 4.5 trilion to the collectivegross domestic

product (GDPannuallyby 2025 a 12per centincrease ovethe businessasusual GDP trajectors.

Ly GKS O2yGSEG 2F + A Sdiy, thelcoh@iButior @ gnglizavidim@diu@ N2 6 (i K
enterprises SME3 isvital, estimated in 2015 to account for more than 98 centof all business,

40 per centof GDP, and 5per centof total employment? Within the SMEsector in Viet Namit is
estimatedthat women-owned SMEs compriselder centof formal enterprises® The majority of
womenowned enterprises are micrenterprises at 5per cent 42 per centare SMEs; and just 1

per centare large enterprise$Data also highlights that womemwned businesses in Viet Namave
similar average annual revenugghen compared to their male counterpartsyet despite this,
women canface greater vulnerability to shared barriers as wellafditional barriers to start up
and/or expand their businesses. These barriers include atcdsgmnce and technology, low levels

of financial and digital literacy, lack of opportunities for capacity development and discriminatory
sociocultural norms. The barriers faced by womed micro, small, medium sized enterprises
(MSMES$ are further exaerbated in times of economic uncertainty and downtuysuch as that
currently being experienced as a result of the global Ca¥lpandemicThe unprecedentedmpact

of the COVIEL9 pandemichas beenfelt across Viet Nam and the business community since the
Lunar New Year.

In response to the initial spread of COMI® across Asia and the Pacific, the Government of Viet
Nam quickly deployed quarantine measuresd put in place a number of fiscal andonetary
policies to support businesses that includelays in thecollection of taxes and land rent; reduced
fee and charges; lower interest rates; and expanded crdddwever it is also important to
understand the assistanageededto support vulnerble MSMES, especially those led by women
entrepreneurs, as well as how to deliverathsupport effectively and in a targeted fashiorirhe

G PSNY Y Sy i Basolaindz6f€r®d dreas and the high recovery rate fothose testing
positive,has offered some stabilizatido the situation. In addition, unemployment insuranaets

of charityby civil societ, andvariousaid efforts havell served tgrovide those who aresulnerable
with a social and economic buffer.

However, given the une&inty surrounding the timeline and full impacts of COXH) the strain on
all businesses are increasingly being. feltresponse, ®erprisefounders and entrepreneursave
been graduallylooking for adaptive and innovative solutions f@rotect and piwt their business
operationsincludng setting up new ventures targetingchanging market patterns anconsumer

2 Sustainable development goal (SDG 5)

3 McKinsey & Company, 2018.

4 Swiss Program for Research on Global Issues for Development, 2015

5GSO0, 2014.

6GSO, 2014.

"D{ h X wvemage@nnudal revenue of USD 548,000 for small weowared enterprises against USD 543,000 for
men; average annuaévenue of USD 5.69 million for medium worm@nned enterprises versus USD 5.76 million for
YSy o¢



behavior As the initial catatonidike shock of COVIB p Q& A Y LI OG0 adl Nla G2 tSa
search of business solutions that can eqan supporthemin the postCOVIBL9 énew normat @

Thisempirical studyto assess the impact of COVIB on MSMEs in Viet Nam, with particular

emphasis on wometed MSMEswas commissioned bthe Agency of Enterprise Development,

Ministry of Investment and PlannifdhEDMPI), Government of Viet Narand the United Nations

Economic and Social Commission for Aaihthe Pacific (ESCAP) as part of a five year {2028)

regional prgect, @ G f @T Ay3a 22YSyQa Creafing NS GhhBdReSmmbkek A LJ
Entrepreneurial Ecosyste(@WE). The CWE ot aims to strengthen entrepreneurial ecosystems

GKFd F2aa8SRYGRBONBY SdZNBKALE SyKFyOS 62YSy SyiNEF
AYYy2@FGAGS FAYIFIYyOAy3d YSOKFIYyAaYax YR AYyONBFaS o
training and tools.

The study is intended to not only provide empiridaka and analgison the depth and extent of

QOVIDM pQa AYLI OGx odzi taz2 AyF2NY | aSNARSa 2F LISN
canbest address the adverse effecis MSME®f theeconomic and othemeasures taken to control

the spreadof the virus Looking beyond the immediaterisis, his study alsoseels to identify clear

and actionable policy recommendatiorte further build a robustgenderresponsive policy

environment for MSMEsand address specific constraints facimgmenled MSMEsin Viet Nanf a
postQOVID19 tnew normaé &



2. Brief profile of the MSME sector in Viet Nam

OSMEs are centralnot only in promoting inclusive and sustainable economic
growth, employment, and decent work for all; SMEs also promststainable
industrialization and fosteinnovation and can help reduce income inequalities if

they receive support to provide gooduality jobs. Finally, they can support

I OKAS@Ay3 ISYRSNJ S ljedgpodvekniest throughR femal@ Y Sy Qa
entrepreneurshipe®

Ever since Viet Nam embarked on its economic reform Brd@mok i 1986, developing the SME

sector has consistently been regarded by policymakers as a critical component of thatspitees
O2yaSyadza OASo Ay +ASG blrYQa LREAOCRYIF{AYy3d OANDf
growth, job creation and income generation. To that end, Viet Nam haagineely sought to design

and enact policies intended to support the develogmh of a vibrant SME sector, and where
necessary, enacting supportive legal and regulatory measures, and various economic stimuli.

The rise in SME numbers in Viet Nam have been both ofgamicas a result of informal businesses
shifting tod £ S 3 khéirfadtidtiés through formal registration, aided in part by various iterations of
the Enterprise Law and a host of regulat@myd fiscalreforms over the last three decade3ob
creation has been an important driver of SME development in a country wélge, growing and
relatively young labour forceSy § SNAY 3 +ASG bl YQa SYRASEHY DyFdy QEl
population was estimated to be 96rBillionin 2016, of which 35 paent now reside in urban areas
and 65 pelOSyYy i Ay NYzNI f labed foredis estihé&ted to O Szgiliioh) Bf @lich
47.3per centare women and 52.per centare meng a gender gap of approximately 5 per cent,
which is lower than other countries within the Asia Pacific regi@f the 54."illion employed in
2019,35.3 percent worked in services, 34.5 peent worked in agriculture, forestry and fisheries,
and 30.2 pecent worked in industry and constructidf.

Between 2005 and 201%he number of norstate manufacturing enterprises grew from 2.7 million
to 5.1 million. During that decadéhe number of norstate enterpriseslsoincreased almost five
fold to pass the 400,000 marlindthe number of household enterprises rose by 78 pent. The
number of nonstate enterprisedas continued to groweaching’591,500 in 2018, of which 16,878
(2.8 percent) were foreigrinvested enterprisesA significant statowned enterprise (SOE) sector
continues to operate iviet Nam andlominates in a range of strategic and sesgtiategic sectas,
including commercial banking, communications and transport, and utilitesof July 2019, there
were approximately 5.4nillion non-farm enterprises operating in Viet Nam, of which 82.1 qemt
werein trade and services, and 17.9 memt were in industry and construction.

The character of the MSME sector is typically a mix of relatively consereatieskaversebusiness

endeavors often built around araditional family ownershipstructure, through to more dynamic

and innovative enterprises, with more ambitious growth aspiratiamsl a greater appetite for

informed risk As with the MSME sector in all economies, there tends to be a high turnover of
companies, particularlfor start-ups, with around 10 per cent or more businesses expected to close

each year. However, MSMEsall share a business enabling environment that, while improving,
NEYFAya OKIffSyaaydas a SOARSYOSR |yR YSI| &d2NBR
survey!! Moreover, there are legal gender differences with persist amitlence the gender
NEBalLRyairodSySaa 2F GUKS o0dzaAySaa SYyBANRBYYSyYyid F2NJ

8Rand, J. and Tarp, F., 2020.

9 A function of new enterprises being established.

10 All data cited here is from GSO 2019.

U2 2NI R . FYy1Z HAHA® +ASG blYQa NIylAy3a Ay GKS t1GSad AdGSNI



¢tKSaS NP &aSia 2dzi Ay GKS 22NIR . éxywhichdanks gief Sy > . ¢
Nam at 78.82

In the context of this specific study2817 survey of MSMEs in Viet Ndfiound that:

1 MSMEs founded by female entreprenewsnilar toyounger entrepreneurs, are more likely
to be innovative and use technology, be aware of impacts on environmental sustainability,
and hire employees with postecondary education and international experience.

1 MSMEs do not take sufficient advantage of inmitan and technology. Policy efforts should
focus on helpingMSMEdeverage these tools. Theost usedechnologies in MSMEs are the
internet, mobile applications, and design, processing, and manufacturing technology.

9 Although not currently a high priositamong MSMEs, efforts to improve environmental
sustainability may also improve access to foreign markets, heighten innovation, and foster a
group of youth and genddralanced entrepreneurs.

The largest barrieto growth is access tfinance.

MSMEs use of support services is limited. Increased access to support services can mitigate
the most prominent barriers to growth

1 Most MSMEs identify their companiestaaditional andare not seeking to innovate or have
yet to innovate.

While no business iwholly immunefrom the impact of COVHD9, MSMEs in developing countries

are particularly vulnerable to its adversffects. They typically have thin balance sheets on which

to survive during lean periods, and therefore are highly reliant on maintaining cash flows. Even a
fairly briefinterruptionin cash flows cacause busines®ilure. MSMEslso tend to be more f&ant

on cash as a means of paymgahd so cannot easily shift to remote or online service provision.

To conclude this section, the development of a conducive enabling environment for MSMEs remains

a work in progress iwiet Nam andvill continue to bethe case after the COVAD crisis has abated.

While significant progress has been made in recent decades to support the development of a more
robust and vibrant private MSME sector, there is still much that can be done to empower these
enterprises taedizetheir full potentiaE  + YR G KSNBo6e& LIX & |y AYLERNILFYG
growth story While the urgency of the COVAID crisis has served to distract us from the ldéeign

vision for MSMEs in Viet Nam, the relevance of that {mmm vision fasnot dissipated.

12World Bank, 2020.
13 Asia Pacific Foundation of Canada, 2017.
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3.1. Impact

Viet Nam has garnered international plaudits for its handling of the CQ¥Iealth crisis, most

notably around thespeedy and strident containment measures taken to try and contain its spfead.

As 0f22 August 2020, the number of confirmed cases of CEMIIM the countrywasreported to

be 1,014 with 26fatalities® Asfigure 1A K2 6 4% A SU bl YQ&a | LILINRF OK G2 C
most stringentglobally However, that degree of stringency comes with an economic cost, as the
containment measures tend to have adverse consequences for business. Social distancing, travels
bans and other protocols all add to théifficulty of conducting business, and the transaction costs

entailed in pursuing economic activitieSherefore, theoverallimpact of COVim 0 2y +AS{ bl Y
economy and corporate community has been substantidut this was adeliberate and
commendabledecision by th&sovernment to put the need of thwarting the health threat posed by

COVIBEL9 ahead of the potential economic side effects.

Figurel: Stringency of VieNI Y Qa {1%centalBment measures compared

Effective containment strategy
Vietnam’s containment measures were among the strictest in the
world.

Stringency of Containment Measures (0 to 100, 100 = strictest)

Sources: Oxford COVID-19 Government Response Tracker Stringency Index and IMF staff calculations

SourcelMF, 2020.

4L aCE HAHAN® G+ASU bl YQa ad0O0SaafdAd auNyGS3Ie glra AYyF2NN¥SR 0o
Respiratory Syndrome, or SARS, in 2003. Early on, the Prime Minister prioritized health above economic concerns. The
strategy was swily deployed with the help of the military, public security services, and gmssorganizations, which

allsSrl1a G2 az2yvy$sS FSFGdaNBa dzyAljdzS (2 *ASdH blYd 9FFB&IADSS | YR
contains broader lessons forddve LJA y 3 O2 dzy (. NA S & dé

BW2KY 12LJAYya | YAGSNBEAGE YR aSRAOAYSZT HAawn® G2AGK Iy Saida
the 15" most populous country in the world, accounting for about 1.25 per cent of the global population. Thié bid&rQ a

proportion of global COVHD9 positive cases is 0.0044r cent and its proportion of global COVID related deaths is

nonnoun LISNI OSy il oé



GDP impact

t NA2NJ G2 HnunX £AS3G bl YQa SO2WI12yyen /KRS 0BIKSS RA drylLd
growth was estimated to be 7.0 peent, and the industrial production index grew &asound 9.1

percent. Total investment grew by 10.2 pmmt, withthenord i I G S aSOG2NRa Ay @Sad
percent. FDI inflow pledges in 2019 wereD1S .4bn, with a 28 pecent increase in the number of

FDI projects licensed that yeafhe numberof newly established enterprises in 2019 was over

138,000; a rise of 5.2 peent on the previous yearSeventytwo per cent of these were in the

services sector including trading, 26.5 pent were in industry and construction, and 1.5 pent

were in agriculture, forestry and fisheries. Between 2016 and 2019, the average number of new
enterprise registrations had been just shy of 126,600 each ygtr,a rising trend across all three

main sectors.Turning tocompany cessations and digstions in 2019, roughly 72,400 enterprises
suspended operations, of which 28,700 were temporary halts and 43,700 were looking to
permanently dissolveAround16,800 enterprises completed their dissolution procedures.

Initial macreeconomic statistics fothe first half of 2026 M1 HnH N0 adzaA3Sad GKF G -
increased by just 1.8 p&ent!® The agriculture, forestry and fisheries sector grew by grew by 1.2

percent, the industry and construction sector grew by 3.0qaant, and the trade and sepgs sector

grew by 0.6 pecent. The industrial production index grew just 2.7 gemt in 1H2020, with declines

in the extractives suisector in particular.

While these headline macreconomic figures are undoubtedly dramatic, they are less extreme than
those encountered in many other countries. fgure 2 shows, recently revised GDP growth
forecasts for Viet Nam and some other countries suggests that)ative terms at least, Viet Nam

will be less impacted than many other economies, and may be able to achieve a modest but positive
GDP growth figure for 2026.

Figure2: Revision of GDP growth forecasts for Viet Naompared

Unit: percentage
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Source: ADB, IMF, FitchRatings, PwC Research and Analysis

SourcePwC, 2020.

16 Unless otherwise stated, all data cited here is from GSO, 2019.
17 January to July inclusion.

18GSO, 2020.

19pwC, 2020.



Businessmpact

The impact of COVIIO has varied across different sectors of the economy and business community.
For example, in relative terms, large parts of the agricultural sector have been less impacted by policy
measures intendd to help contain the virus. In contrast, parts of the services sector, such as
hospitality, travel and tourism have been hugely impacted. In the manufacturing sector, dislocations
in supply chains and a sharp drop in demand, particularly from oversedeetsahaveforced
companies to scale down or even temporarily halt operatiotrs particular, he garment sectqr

which is a major employer of serskilled workers, including a large number of women, has been
badly affected.

It is widely acceptethat there has been a genderachpacton businessesf COVIEL9with greater
negative consequencdsr women employeeandentrepreneurs. Women tend to havdgh levels

of economic participatiotin the sectors most impacted by the crisis, including thengent sector,
tourism and hospitality, healthcareAdditionally, scial normsmeanwomen are more oftenthe
primary care givers in many household settings, and therefore face additional burdens when family
members become unwell, schools close and oth&iaservices and support mechanisms start to
falter.

The value of total exports in 1H2020 dropped by 1.1gestcompared tathe same period in 2,

with exportoriented foreign invested companies more markedly impacted tlaoally owned
exporters,experiencinga decline in export revenues of 6.7 pemt. Someof the biggest declines in
export revenues during 1H2020, relative to the same period in 2019, were crude oil, rubber and
garments, among otherdémports alsocontracted by 3 pecent. VietNam therefore, managed to
maintain a trade surplus of 8! billionin 1H2020.

While the majority of MSMEs in Viet Nam are not directly part of international supply chains er cross

border production networks, they are indirectly affected by what happienthose networks. A

f I NHS LI NI 2 F-ecanbrSidigrowth trva@ciory Yl radéhPdecades has largely been a

function of exportoriented manufacturing, much of which has been enacted by foreigned firms

that have chosen Viet Nam as an attraethost country locationMSMEs current and future success

is therefore dependent on overseas market demand for their products. Thus, if the economic impact

of COVIEL9 continues to reduce global demand for the kinds of products that Viet Nam produces
forexport 0 KSy +*ASG bl YQad 6ARSNI SO2y2Ye gAff-odmS | RGOS
effect for its MSMEs.

In 1H2020, roughly 62,000 new enterprise registrations were recorded; a decline of 7c8rdern

the same period in 201%Crucially, approximately, 29,200 enterprises sought to suspend their
operations in 1H2020; an increase of 38.2 pent on the year previouslyThe increase was 41 pe

cent in the trade and services sector, 32.1 pent in the industry and constructiorstor, and 23.9

per cent in the agriculture, forestry and fisheries sector. Some of the largest increases in company
closures were in real estate, arts and entertainment, education and training, and accommaodation
and catering.Of theseclosures 19,600enterpriseswere looking to permanently dissolve. A further
7,400 enterprises completed their dissolution procedures in 1H2020.

Consumption impact

Initial estimates suggest that retail sales in Viet Nam contracted by 5&pém 1H2020, compared
with the same period a year previously, if one allows for inflation. Inflation rose by 4c&pemn
the 1H202Q with a rate of 0.7 pecent alone for JuneUnsurprisingly, the single largest drop in retail

20 Garments and smartphones.



sales was for traveklated services. asengerransport numbers dipped by 27.3 pegnt yearon-
year in 1H2020, freight traffic contracted by 8.1 pent, andinternational visitor arrivalglso £ll
by 55.8 percent

A recent report by the consulting firm, McKinsey &any, noted that in Vieb I Yspedding on
essential goods and services accounts for 42geet of national GDP, compared with just 26 per
cent for discretionary spending. Spending cutbacks [as a result of @OMdRe mostly being felt in

the discretionaryspendingOl 6§ S32NES> &2 | AAIYAFAOFIYyG atAos
relatively well insulated?® Figure 3 below shows discretionary spending on horbased
entertainment rising by 50 petent during the COVHD9 period, while most other forms of nen
essental spending contraetd. Looking to anticipated spending after the crisis, it is interesting to
note the expected rise in retail spending around fithess and wellness, but spending around travel
and tourism jewelleryand accessories, and furnishing and leomces are all expected to contract
further, even after the major contractions during the COXtfDperiod.

This in turn might suggest that MSMEs that have businesses oriented towards the production and
provision of essential products and services, sudo@d and communications as well as fithess and
wellness offerings, have and will continue to encounter a lower level of impact from €&O\Wan

those with offerings relating to discretionary spending. Indeed, some changes in consumer spending
behaviourcould actually have a net positive impact for MSMESs in some sectors of the economy.

Figure3: Consumer spending shifts in Viet Nam during and after CO18D

COVID-19 spending,

% shift During C(1)VID—19 Anticipated post- ,

vs before COVID-19 vs before
Grocery - 14 - 20
Ready-made food from grocer . 8 -15
Restaurant/food-stall dine-in —-81 0
Food delivery -25 - 17
Food takeout - o
Apparel =4 | -2 |
Jewelry and accessories -64 _ -18 -
Furnishing and appliances —50_ -29 -
Entertainment at home _ 50 . 6
Consumer electronics =27 _ —14 -
Out-of-home entertainment =75 _ -4 I
Fitness and wellness I 2 _ 27
Personal-care services -67 _ I 1
Gasoline =75 _ I 2
Vehicle purchases -66 _ -5 .
International flights =74 _ =21 -
Hotel/resort stays =77 _ -21 -
Domestic flights =74 _ -15 -
Telecommunications _ 34 - 20

'Question: "How has your spending per month changed during the COVID-19 outbreak
Figures may not sum to 100%, ause of rounding. Net behavior (ie, how much

compared with before the COVID-19 outbreak for each of the below items?”
consume) and net intent are calculated by subtracting the % of
respondents stating they expect to decrease spend from the % of respondents stating they expect to increase spend.

2Question: “For each of the following product/service options, how do you expect your spending per month to change after the COVID-19 outbreak compared with
before the COVID-19 outbreak?” Figures may not sum to 100%, because of rounding.

Source: McKinsey @mpany, 2020.

21 McKinsey & Company, 2020.



Looking aheadone of the most insightful performance indices in this context is the purchasing
YIEYylF3ISNBEQ AYRSE o6talLouoX S6KAOK &SNWSa (2 LINRPOAR
companies anticipate will be business conditions in the months ahBagorting on 3ugust 2020,

the PMI was at 47.6 for July, up from a record low of 32.7 in April and 42.7 in May, but down from

51.1 in June(see Figure 4 below)? ¢! FGSNJ NBOdz2NYyAy3a (G2 3INBoOGK A\
manufacturing sector took a step back in Jskeing declines in output and new orders as COVID

19 continued to impact business conditions. Employment decreased again, while purchasing activity

was reduced. Employment fell at a solid pace, with declines registered across all three broad sectors.

As vell as seeing staffing levels decrease, manufacturers scaled back their purchasing activity, stocks

of inputs and finished goods inventories at the start of the third quadtér.This is the wider

economic and business context in which MSMEs in Viet Wahtifemselves, as of mi2020.

Figure 4: Viet Nam Manufacturing PMI

Vietnam Manufacturing PMI
sa, >50 = improvement since previous month

65 -
60
55
50
45 -
40 -
35

30 1 I 1 I 1 T 1 1 1
'11 '12 '13 '14 '15 '16 '17 '18 '19 '20
Source: IHS Marki2020.

3.2. Government response

Sincehe outbreak of COVHD9, the Government of Viet Nam has issued a series of policy documents
intended © supportthe business activities of enterprisagiverselyimpacted by the virus Theyare
profiled inBox 1below.

Box1: COVIBL9 measuresntroduced

Directive No. The directive assignmelevant ministries to implement action plaos:

11/CTTTg Access to capital, credit, finance, tax, trade, electronic payment

(4 March 2020) - Reviewing, cutting administrative procedures and costs for enterpr
on urgent tasks - Facilitation of production and business; export and import prighn;
and solutions to - Recovery and development of tourism and air transport

help address - Speeding up progress, disbursement of capital and improvemel
difficulties for business conditions

22HISMarkit, 2020. A number of 50 suggests a deteriorating situation, and above 50 indicates an improving situation, as
LISNOSAGSR o6& LIZNDKFAAY3I YIylFI3ISNRBR 62 NJ Ay Bdefived fromi rBspondes Y Qa Y Iy
to monthly questionnaies sent to purchasing managers in a panel of around 400 manufacturers. The PMI is a weighted

average of the following five indices: New Ordersg80cent) Output (25per cen), Employment (2@er cent) ¥ { dzLJLJX A SNAE Q
Delivery Times (1per cen) andStocks of Purchases (fi@r cen). The indices are seasonally adjusted.

23HIS Market, 2020. For further details on the July report see:
https://www.markiteconomics.com/Public/lHome/PressRelease/393aa61c02224de4alfddc43fba36626



https://www.markiteconomics.com/Public/Home/PressRelease/393aa61c02224de4a1fddc43fba36626

production and - Resolvindabourrelated difficulties and
business, anc - Promotion of communication

ensure socia

security in

response

to COVIEL9%

Resolution Employee incentives

NG - Financialassistance of U577 (VND 1.8 million) per month: Employe
(9 April2020) on whoselabour contract is temporarily suspended or have to take ung
measures to leave for a month or above will be eligible. This can be applicable
support  people maximum period of up to three months starting from April 1.

facing difficulties
due to COVID
19%°

- Financial assistance of D&3 (VND 1 million) per month: Empé®s who
lose jobs but are not eligible for unemployment allowance or that w
without alabourcontract and have lost their jobs are eligible.

Incentives for employers

- Employers facing financial difficulties that have paid at least 50 per
of salariesn advance to their employees during their suspension of v
for the period from April to June 2020 will be given collatéreé, zero
interest loans by the Vidtlam Bank for Social PoliciegBSP)The loans
will be equivalent to a maximum of 50 pernteof the minimum regiona
wages applicable to each employee based on the actual time of <
payment, but not exceeding three months. The maximum term of
loans is 12 months.

- Employers affected by the pandemic may also apply for a suspens
their contribution to the retirement and survivorship funds of the soc
insurance program for a maximum of 12 months if the numbel
S Y LJ 2 suBjéstitdxsocial insurance contribution has been reduce:
at least 50 pecent.

- Individual businessiouseholdshaving a tax return revenue under VI
100 million per year temporarily suspend business frampril 2020 are
supported with VND 1,000,000 per household per mdiotha maximum
of 3 months.

Resolution - Redue land rentsby 15per centin 2020 for enterprises, organizatior
84/NQ-CP households and individuals renting land directly from tB@vernment
(29 May 2020pn according to decisions and contracts of competent authoritigeerform

of annual rents thathave suspen@d business operations due to tr

tasks and

solutions for QOB

dealing with - Exempt guarantee fees arising in 2020 for loans guaranteed by
difficulties in Government granted to aviation enterprises that have outstanding lo
business until 31 December 2019.

operations,

promoting

24 For further details seénttps://vanbanphapluat.co/directivel 1-ct-ttg-2020-solutionsfor-assistingbusinessegacing
difficultiesamid-covid-19-pandemic
25 For further details seéttps://vanbanphapluat.co/resolutiom2-ng-cp-2020-assistancdor-people-affectedby-covid

19-pandemic
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https://vanbanphapluat.co/directive-11-ct-ttg-2020-solutions-for-assisting-businesses-facing-difficulties-amid-covid-19-pandemic
https://vanbanphapluat.co/resolution-42-nq-cp-2020-assistance-for-people-affected-by-covid-19-pandemic
https://vanbanphapluat.co/resolution-42-nq-cp-2020-assistance-for-people-affected-by-covid-19-pandemic

disbursement in
public investment
and ensuring
public order and
safety during
COVIE9

epidemic?®

Fiscal policy
package

Fiscal policy
package

- Reduce 5@er centof fees for taking off and landing aircrafts and flic
management services for incoming and leaving domestic flights
March to September 2020 inclusively; apply minimum price of VND
aviation services under schedule of price range specified Hey
Government from March to September 2020 inclusively.

- Reduce er centof interest rate of direct and indirect lending f&MEs
taken from medium and small enterprise development fund.

- Reduce 5@er centof registration fee for domestically manufactured
assembled automobiles until the end of 2020 inclusively to pron
domestic consumption.

- Extend deadlines for submission of excise tax applied to domest
manufactured or assembled automobiles with respect to payables ar
from March 2020; the xtended deadline shall not exce®&l December
2020. Conduct research on amendments to excise tax to assist dor
manufacturing and development.

- Approve pilot implementation of using telecommunication accounts
pay for smalvalue goods and services divile money) according ti
decisions of Prime Minister.

- Permit foreign experts, enterprise managers, investors and highly s
workers who work in investment projects in Vietnaoenter Vietnam to
maintain business operations of enterprises while ermsyrcompliance
with regulations and law on epidemic management. Prot
discrimination against foreigners living and working in Vietnam.

- Extend work permits for foreign experts, enterprise managers, inve:
and highly skilled workers working in entergs issue new work permit
for foreign experts, enterprise managers, investors and highly sk
workers to replace those who cannot enter or do not enter Vietnam.

Resolution No. 116/2020/QH1419 June 2020) on reduction in corporate
income tax payable in 2020 by enterprises, cooperatives, public service
providers and other organizations

Corporate income tax payable in 2020 by an enterprise whose total rev
in 2020 does not exceed 200 bitiND shall be reduced by Bér cent

Enterprises shall calculate the reduction themselves when paying qua
O2N1J22 NI 4GS AyO2YS GIFE FyR LINBLI
corporate income tax’

Decree No41/2020/ND-CP(8 April 2020) on deferral of payment of tax
and land rents®

The decree shall be applicable to enterprises, organizations, household
individuals operating in agrmrestry-fisheries sector; food processing ar

26 For further detail see https://vanbanphapluat.co/resolutior84-ng-cp-2020-dealingwith-difficultiesin-business
operationsduring-covid-19-epidemic

2T For further detail see https://vanbanphapluat.co/resolutiorl16-2020-gh14-reductionin-corporateincometax-
payablein-2020-by-enterprises

28 For further details seéhttp://news.chinhphu.vn/Home/Gowvilelaystax-paymentsto-dampenCOVID19
impacts/20204/39611.vgp
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manufacturinggarment and textile; straw and plastic products; metallur
mechanical engineering; and construction.

Other beneficiaries include enterprises, organizations, households,
individuals producinguxiliary andkey mechanical productsjicro and
smallsized enterprises, credit organizations, and branches of foreign t
which support their COVHDO affectedcustomers.

The decree specifies duration of extension for payment of value a
tax, corporateincome ta, and landuse fees.

Specifically, a firenonth extension shall be given to value added tax of
assessment periods of March, April, May, June, the first quarter anc
second quarter.

For corporate income tax (CIT), the amount of CIT as finalizéiei2019
annual statement and CIT declared in the first and second quarters of
will be deferred for five months.

For household and individual businesses, the deadlines for paying
added tax and corporate income tax was extende81% Decembe.

Payment of land use fees extendegfive months from 315 May.

Credit policy State Bank Circular 01/2020/TNHNN(13 March 2020) providing for credi
package institutions and branches of foreign banks to restructure loan repaymen
exemptions and reductions, in support of customers affected by GO¥.ID

The State Bank also issuBdrective No. 02/CINHNN(31 March 2020pn
urgent solutions of the banking industry to address the impact of the CC
19 pandemic®
Labaur-related Official Letter Nox o1 K [ ZBHXH(9 March 2020) of the Ministry ¢
policy package  Labour, War Invalids and Social Affairs guiding the suspension of contrib
to the retirement fund, for enterprises facing difficulties caudgdCOVID
19%

Official Letter No. 860/BHXIBT (17 March 2020) of VietNam Socia
Insurance, regarding suspension cohtribution to the retirement fund
for individualsaffected byCOVIB19 3!

Official Letter 2458 [ {18 March 2020) of the MieNam Genera
Confederation of Labour on postponing payment of trade union feethose
affected by COVHD9 22

29 For further details seehttps://www.moodysanalytics.com/requlatorpews/may08-20-sbvreleasesmeasuresto-
addressimpactof-covid-19-pandemic

30 For further details seénttps://vanbanphapluat.co/officiadispatch797-Idtbxh-bhxh2020-suspensiorof-
contributionspensionfund-due-to-covid-19

31 For further details seénttps://vanbanphapluat.co/officiabispatch860-bhxhbt-2020-suspensiorof-contribution-to-
the-pensionfund-affectedby-covid19

32 For further details seéttps://www.bakermckenzie.com/en/insight/publications/2020/03/temguspension
statutory-contributionsvn-covid19
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The majority of these COWI related measures were enacteglickly, and with a focus on the

need for immediatetriageé2 T ¢ 2 dzy Ra AYOdzZNNBR o6& (KS O2dzyGiNEBQa
crisis. Withpolicymakergaking a deliberate decision to effectively shut down large parts of the
O2dzy i NBE Q& S O2 geasor cobating theFh&Nd crisig, th@&re was a recognition of the

need for extensive Government support focused on general business continuity and survival.
However,the costs of implementing these measures are considerable, and not sustainable beyond

the short term, without incurring substantial debt obligations for the public purBeerefore the

measures ardme-bound and will need to be phased out before too lofidpey are also pretty broad

and macroeconomic in nature, given the need for urgearay what remains a faghoving situation.

As 2020 progresses, and hopefully prospects for the4ie&rNY F dzii dzNE 6S02YS Of S|
policymakers will need to decide whether or not to continue these interventions, halt them, revise
or adjustthem, and/or supplement them with additional measures.

Box 2: Current policy support for MSME developmentdiet Nam:a few key documents

Law on EnterprisedNo 68/2014/QH13
Law on Enterprises No 59/2020/QH14 dated line 202(effective from 1 January 2021)

Law 04/2017/QH14dated12 June 2017 on assistance for small and medium sized enterprise

Resolution 35 / NQCP dated 16 May 2016 by théovernment on supporting and developing
businesses until 2020

DecreeNo. 39/2018/ND CP dated11 March 2018 on guidelines for Law on support for small
and mediumsized enterprises

DecreeNo. 38/2018/ND CP dated 11 March 2018 on investments in small and mediusized
start-up companies

DecreeNo. 39/2019/ND CP dated10 May 2019 Organization and Operation of Small and
Medium Enterprise Development Fund

DecreeNo. 55/2019/ND-CP dated24 June 2019 providing legassistance for small and
medium-sized enterprises

Circular No. 05/2019/TTBKH7T of the Ministry of Planning and Investmentated12 May
2019 on support for the human resources development of small and medgined enterprises

Circular No. 06/2019/TTBKHDT dated29 March 2019 on guidelines for organization and
operation of consultant network, consultancy support for small and mediusized enterprises
through consultant network

Joint Circular N0.04/2014/TTLFBKHDT-BTC dated13 August2014, guidance on assistance
to cultivation of human resources for small antchedium enterprises

DecreeNo. 34/2018/ND CP dated8 March 2018 on establishment, organization and operatio
of credit guarantee funds for small anahedium enterprises
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4. Research objectives and methodology

4.1. Objectives
The specific objectives of this studyeto:

9 assess the impact of COVIP on MSMEs and womdad MSMES across a range of business
sectors and functiorf® and better understand both the challenges and opportunities
currently being faced;

1 shed light on the various actions aatforts of MSMEs, and particularly woméed MSMEs,
as well as women entrepreneurs, to respond and adapt their business models atidgsa
in a bid to navigate the impacts of COMI?)

1 survey MSMEs, and particularly womked MSMESs, views on, and access to, the
R OSNYYSYyidiQa OdzNNB Yy (aidIRamiSGpportPoltiesrdBNghasseszy’ R S NJ
UnderQOVID1%;

¢ AFGKSNI YR O2ftfl (S a{ dBRQx: {lapPr QI NRILMAGdE2lyNE &
on further policy measures and support that would be of utility in addressing the
unprecedented impact of COVID; and

9 provide clear and actionable policglated recommendations to address the impact of, and
challenges caused by, COMi®on MSMEs, and especially worded MSMEd$n Viet Nam.

Definition of an MSME

According toLaw No. 04/2017/QH14of June2017, on assistance for small and mediaired
enterprise$* a woman-owned SMEis a company wherene or more women own at least Gder
centof I y Sy (i $aitdedcapBaaind a woman isnexecutive director of this enterprise.

Further, acording to Decred®lo.39/2018/NDCPof March2018 on guidelines for suppootf small
and mediumsized enterpriseghe classification of an MSME is determiteded on employee size,
revenue, capital andextors as outlined in table 1.

Tablel. Formal cefinition of an MSMEin Viet Nam

Size of Agriculture, forestry and fisheries
Indicators Trade and services
enterprises Manufacturing and construction

Ve Employees <=10 employees
enterprise Rever'iues <3 Bil. VND <10 B.Il. VND
Capital < 3Bil. VND
Small Employees 11-100 employees 11- 50 employees
' Revenues 3-50 Bil. VND 10-100 Bil. VND
enterprise Capital 3-20 Bil. VND 3-50 Bil. VND
Employees 101-200 employees 51-100 employees
: Revenues 50-200 Bil. VND 100-300 Bil. VND
ST Capital 20-100 Bil. VND 50-100 Bil. VND

33 Production and operations, labour, finance, input, materials and market.
34 For further details seéttps://vanbanphapluat.co/law04-2017ghl14-on-assistancdor-smalland-mediumsized

enterprises
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4.2. Methodology

An online questionnaire was developed to collect primary information abmaiimpact of COVID
19 onMSMEs in Viet Nanft focusedon thefollowing:

1 The depth of impact of COVI® on MSMEs in Viétam;

T M a9aQ ¢l NBySaa 2@ OEWRYSYDOSE aLIFRA GAKKSE | A
enterprises facing difficulties caused by COV®Dsuch adDirective 11/CITTg of the
Prime Minster and other documents

Perceptions of th&Gd SNY YSyYy 1 Q& L2t AOASa F2NJ-IQamA adAy3

Specific recommendations on additional support policies to help MSMEs in Viet Nam,
and especially wometed MSMEs, both in terms of: ilnmediate mitigation; and ii)
positioning for the pos€COVIB19 tnew normat.

Thesurveywas conductediuringthe periodfrom 27 May 2020 to 15 June 2020.addition to the
guestionnairesurvey,over the same time perioden in-depth interviews were conducted with
representatives of relevanBate agencies, business associations and support organizations, and
womenowned businesse®

4.3. Profile of businesses surveyed

There were220businessethat participated in the online survey. Of these, 34 per cent were located
in the north of Viet Nam, 46 per cent in the central region, and 20 per cent in the south of the
country. Sixtytwo per cent of surveyed firms were in the trade and services sectopeB@ent in

the industry and construction sector, and 8 per cent in the agriculture, forestry and fisheries sector.
Table 2 provides a breakdown of the survegpondents

Table2. Breakdown of the survey samp]dy legaltype, sector and siz€in percent)

Woman-led Men-led
15 1.2

State-owned enterprises

0T Private sector 95.5 94.8 965

t
enterprise FDI 32 37 23
Manufacturln'g and 305 194 477
construction

Sector Trade and services 61.8 71.6 465
Agrlcultqre. fqrestry and 77 9.0 5.8

fisheries
Micro 57.3 61.2 51.2
Size Small 35.0 33.6 37.2
Medium 7.7 5.2 11.6

The majorityof the enterprise in the survewt sixtyone per cent (134 enterprises) were womked
enterprises. There were notable gender differences in MSME size and sector profile of the
respondents, which may be indicative of the gender diverse profile of women andladen
enterprises within the countrylin terms ofenterprisesize,the majority of respondents a7 per

cent of firms were micr@nterprises, 35 per cent were small, and 8 per cent were mediined.
Notably, 61 per cent of womeled MSMEs were micro enterprises, and 34 per cent were small
enterprises, with only 5 per centage of medium enterprid@g.comparison, proportionally there
were more meHded enterprises represented among small and medium sized enterprises, and fewer

35 Please see Appendiar full list of interviewees.
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at the microlevel. Ninety-six per cent of firms were domestic private sector firms, just 1 per cent
were stateowned, and Jer cent were foreiganvested enterprises.

In terms of sector72 per centof the womenled enterprisesvere in thetrade and services sector
Notably significantly fewer meled MSME respondentsere operating in this sector at 46.5 per
centg a gender difference of 25 per cemMioreover,significantly more meted MSME respondents
were operating in the manufacturing and construction sector at 47.7 per cent, representing a gender
difference of 28 per centWhile there were more similar numbers of women and mded
enterprisesfrom the agriculture, forestry and fisheries sectbere wasstill aslighter greatesector
representation of women business ownesiong respondents a gender difference of over 3 per
cent
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5. Main survey findings

5.1.Impact of ®VID19 onMSMEs and wometed MSMEschallenges and opportunities

The impact of COVIIO on businesses has been wi@dmging, dependent on &arge varietyof
factors such asbut not limited to: i) the business sector in whittey operate; ii) the financial
strength of the firm; iii) the degree of reliance on steady cash flamd iv) cost structure While

most firms have been adversely affected, there are some enterprises that have actually benefited
from changes in consumer actientbehaviour dislocations in demand, and other CO\®related
factors. Thesurvey respondents ratitheir perceptionof COVIBM p Q & , brvalsital©fiom 1 (very
bad) to 5 (very good)Across the full sampléhe average degree ampactwas2.16points, denoting

Wo | VAtkinbthe subsample of vemenled MSMEs the result was broadly the same, although
slightlyhigher perception o& negativeimpactat 2.08points.

Figureb5. Generalscale ofimpact of COVIEL9 on MSMEs

Overall scale of impact from COVID-19 for MSMEs (on a scale of 1-5)

Men-led MSMEs 227
Woman-led MSMEs 2.08
All MSMEs surveyed 2.16
1.95 2 2.05 2.1 2.15 22 2.25 23

More than 80per centof surveyedVISMEseportedthat the impact oiCOVIBEL9 on their businesses

was either bad or very bad. On a sectoral basis, the perceivadpact of COVIEL9 has been
surprisingly uniformas indicated in the figures immediately belowheonly slight differentiation

that can be discerned across the three sectors is that MSMESs surveyed in the agriculture, forestry
and fisheries hafewer enterprises reporting a neutral impact, and mergerpriseseporting anet
positive impact compared wih no enterprises in manufacturing and construction seeing a net
positive impact This is likely to be a consequence of increases in deraaddherefore pricesfor

staple goods, such as food items. Nonetheless, it remains the case that acroseatidmesectors,
roughlyfour out of five MSMEs deemed the net impact of COlAD0 have been advers€OVID

19 has generally beendsector agnosti€crisis for MSMEs in Viet Nam.

Figure6. Impact of COVIEL9 for MSMEs

Vef%’;’ad Good \Very bad Good Very bad
. i 6
Little difference Little difference 4% % 12% 6%
20% 15% Little difference
6%
Bad Bad Bad
75% 74% 76%
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Due to the impact of COWI®, just over a quarter (28 per cemth surveyed MSMEs reported they
hadbeen obliged tgartially halt or scale back their business operatjarsd an additional fifth (18

per cent) had to temporarily suspend all business operations. Within theauiple of womeded
MSMEs, 27 per cent hawhrtially halted or scaled back their business operations, and 23 per cent
hadtemporarily suspended atlusiness operations.

Figure7. MSMESDbperatingstatus due to COVI9

No change

Temporarily suspend
operations

Completely stop or
reduce scale of
business operations

The COVIBL9 pandemichas causediumerousdifficultiesfor MSMESs many of which are inter
related. Overall, ©VID19 hascausedhree broaddifficulties for Vietnamese enterprises:

Firstly, business activitiebavedecreasedalong with aggregate demandNo less thar®6 per cent

of respondents reported that thelgad seen a contraction in their profit margins. A further gy

centor more reported: i) disruptions to their business activities stemming from the \angsvarious

policy measures such as travel restrictions, social distancing rules and other protocols enacted to try
and arrest the spread of the virus; and ii) delaypayments and declines in revenues clients and
customers sought to defer payment, and/or negotiate a drop in pridest over a third (36 per cent)

of MSMEs surveyed reported that clients and customers wareellingcontracts obookings, over

half (51 per cent) of enterprises were experiencing late payments from customers and cieths,
further 31 per cent reported thatustomers were seeking to-rgegotiate down prices.

Secondly,shortages of working capitalfor production and business Fortytwo per cent of
enterprises reported beingshort of working capital and facing difficulties in covering their
operational cost. MSMEs in particular tend to be highly reliant on cash flows to meet their
expenditure needs, as they lack the depth of balance sheets, and ready access to external capital, to
help finance their operations. Thus, when demand for their offerings declized revenues
contract as a result, this rapidly becomes a cash flow ctisiberefore comes as little surprise that

the single most common impact has been d@he bottom ling, as profit margins have been
hollowed out.

Thirdly, firms have beerfacinglabour shortages, due in part to the need to furlough negssential

staff, in a bid to reduce costsRoughly a third33 per cen) of MSMESs surveyed said that they had
beenforced to cutthe number of employeesand a similar proportior{34 per cen) of enterprises

said they were experiencirgbourshortages.The picture here seems to be that many companies
have been obliged to cut back their staff to skeleton staffing levels, in a bid to get the aggregate
wage bill down. But as a resuMiSMEsare struggling to maintain business operations, and it also
meansthat they could be poorly positioned to ramp up activities agatardwhen market demand
improves,and orders resume.

Interestingly, aly a relatively small proportion of firms cited difficulti@ih input supplies, whether
from domestic or overseas sourcest(fier centof enterprisesreported ashortage of domestic
inputs,and7 per centreported ashortage of imported inputs)This is likely to reflect the fact that
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