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Executive summary 

This report assesses the impact of COVID-19 on micro, small and medium sized enterprises (MSMEs) 
in Viet Nam, with particular emphasis on women-led MSMEs.   

The report is broadly divided into three main parts. The first part provides the wider context for the 
study and covers: i) a brief profile of the MSME sector in Viet Nam, including the GƻǾŜǊƴƳŜƴǘΩǎ 
policies towards their development prior to COVID-19; ii) an overview of the impact on COVID-19 on 
±ƛŜǘ bŀƳΩǎ ŜŎƻƴƻƳȅ ŀǘ ǘƘŜ ǘƛƳŜ ƻŦ ǿǊƛǘƛƴƎ (late July 2020), and the GƻǾŜǊƴƳŜƴǘΩǎ ǇƻƭƛŎȅ ǊŜǎǇƻƴǎŜ 
pertaining to MSMEs. 

The second part analyses the results emanating from an empirical survey that was conducted in June 
2020, focusing on: i) the depth of impact of COVID-мф ƻƴ a{a9ǎ ƛƴ ±ƛŜǘ bŀƳΤ ƛƛύ a{a9ǎΩ ŀǿŀǊŜness 
of and access to the GƻǾŜǊƴƳŜƴǘΩǎ ǇƻƭƛŎƛŜǎ ŀƛƳŜŘ ŀǘ ŀǎǎƛǎǘƛƴƎ ŜƴǘŜǊǇǊƛǎŜǎ ŦŀŎƛƴƎ ŘƛŦŦƛŎǳƭǘƛŜǎ ŎŀǳǎŜŘ 
by COVID-мфΤ ŀƴŘ ƛƛƛύ ǘƘŜ ōǳǎƛƴŜǎǎ ǎŜŎǘƻǊΩǎ ǇŜǊŎŜǇǘƛƻƴǎ ƻŦ ǘƘŜ GƻǾŜǊƴƳŜƴǘΩǎ ǇƻƭƛŎƛŜǎ ŦƻǊ ŀǎǎƛǎǘƛƴƎ 
enterprises facing COVID-19.  

Building on the analysis, the third part provides specific recommendations on additional support 
policies to help MSMEs in Viet Nam, and especially women-led MSMEs, both in terms of: i) 
immediate mitigation measures; and ii) positioning for the post-COVID-19 άnew normalέ. 

There is a growing recognition that COVID-19 has caused more than just a sudden hiccup in the global 
economy. Rather, COVID-19 has generated a άnew normalέ that businesses will need to adjust to. 
Thus, the pandemic has and continues to be a global stress test for all enterprises. It illustrates that 
businesses need to have resilience and be able to ensure continuity through times of crisis. 

The principal findings from this empirical study are: 

¶ In the first half of 2020 (1H2020), roughly 62,000 new enterprise registrations were 
recorded; a decline of 7.3 per cent on the same period in 2019. Crucially, approximately, 
29,200 enterprises sought to suspend their operations in 1H2020; an increase of 38.2 per 
cent on the year previously.  The increase was 41 per cent in the trade and services sector, 
32.1 per cent in the industry and construction sector, and 23.9 per cent in the agriculture, 
forestry and fisheries sector. 

¶ More than 80 per cent of surveyed MSMEs reported that the impact of COVID-19 on their 
businesses was either bad or very bad; a response seen across all major sectors. Nearly all, 
at ninety-six per cent of the MSMEs surveyed, reported a fall in profits. Just over a quarter 
(28 per cent) of surveyed MSMEs reported they had been obliged to partially halt or scale 
back their business operations, and an additional fifth (18 per cent) had to temporarily 
suspend all business operations. Moreover, to date, the impact of COVID-19 on women-led 
a{a9ǎΩ ǊŜǾŜƴǳŜǎ ƘŀǾŜ ōŜŜƴ ƳƻǊŜ ǎŜǾŜǊŜ ǘƘŀƴ ǘƘŀǘ ŜȄǇŜǊƛŜƴŎŜŘ ōȅ ƳŜƴ-led MSMEs ς 
although the reasons for this gender-difference is unclear. Women-led MSMEs have also had 
slightly higher perception of a negative impact of COVID-19 on their business compared to 
their male counterparts. 

¶ MSMEs were concerned about the negative impact on expected revenues for the whole of 
2020, with every MSME surveyed expecting a contraction compared with 2019.  Over a third 
(36.1 per cent) of 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 of 20-50 per cent in 
revenues for 2020, compared with 2019. However, women-led enterprises were more 
optimistic than men-ƭŜŘ ŜƴǘŜǊǇǊƛǎŜǎ ŀōƻǳǘ ǘƘŜƛǊ ōǳǎƛƴŜǎǎΩ ŦƛƴŀƴŎƛŀƭ ǇǊƻǎǇŜŎǘǎΦ 

¶ The crisis has largely taken the form of a demand-ǎƛŘŜ ǎƘƻŎƪ ŦƻǊ ±ƛŜǘ bŀƳΩǎ a{a9ǎ. Highly 
dependent on cash flows, the lack of demand and revenue has left many MSMEs struggling 
with a shortage of working capital. Only a relatively small proportion of firms cited difficulties 
with input supplies. 
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¶ As a coping mechanism, nearly 50 per cent of MSMEs participated in this survey have had to 
cut wages and/or hours worked by employees. Simultaneously, clients and customers have 
been re-negotiating prices down, deferring payments and cancelling orders. Notably, 
women-led MSMEs were twice as likely to have suspended some or all of their normal 
business activities (29.9 per cent) as compared to men-led MSMEs (15.1 per cent).  

¶ On the whole, the general perception among MSMEs is that the GƻǾŜǊƴƳŜƴǘΩǎ ŜƳŜǊƎŜƴŎȅ 
support measures are useful, rating 4.2 out of a maximum of 5, yet women-led MSMEs 
provided a lower rating than men-led MSMEs on all the parameters assessed. However, 
detailed information on how to apply for various forms of support, as well as the actual 
implementation of various measures has been sub-optimal. This may explain in large part 
why so many MSMEs have hesitated or failed to make use of this support.   

¶ The fiscal support measures have probably been the most appreciated by enterprises and 
have had the largest uptake, along with temporary reductions in interest rate payments for 
loans. 

¶ COVID-19 has also served to heighten the importance of ensuring that MSMEs can 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 uncovered some specific initiatives, such as trainings, to support women 
entrepreneurs mitigate the heightened losses and risks posed by COVID-19, and provided insights 
on gender differences in coping mechanisms and behaviour between women and men-led MSMEs. 

¶ Women-led MSMEs display greater flexibility in times of crisis. The survey results suggest 
that women-led MSMEs are more adept at contingency planning, and/or more likely to 
adopt conservative business strategies, thereby increasing their resilience in times of crisis.  

¶ Women-led businesses are more likely to opt for business continuity mechanisms that entail 
operational adjustments, such as cutting costs, and re-negotiating payment terms.   

¶ Women-led business have been more likely to reduce or suspend business activities during 
COVID-19. This may be explained by gender-differences in caring responsibilities for young 
children during school shutdowns. 

¶ More women-led enterprises have undertaken philanthropic activities during the crisis 
period. This suggests that women-led firms are more predisposed to help their local 
community, such as through distributing their products for free to people impacted by 
COVID-19. 

Encouragingly both the survey respondents and interviewees noted that the pandemic has 
generated some positive outcomes for MSMEs, due to difficulties in market and input resources. 
This includes: i) forcing businesses to consider changing their business and production models, and 
to start to embrace a greater use of ICT; ii) increasing awareness of the need for contingency 
planning, and cognisant of risk; iii) highlighting  the need to diversify both their sources of inputs and 
their revenue streams where feasible; and iv) reminding enterprises that 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 policy-oriented recommendations emanating from this study, the following near-
term options are emphaized for consideration: 

¶ Improvements can be made in the implementation of emergency support measures 
provided by the Government to support enterprises during the COVID-19 crisis, most notably 
around information transparency and application procedures.  The relevant Government 



 viii 

agencies are encouraged to work with and through relevant business associations chambers 
and other business networks, including those that focus on women-led MSMEs. The 
provision of online seminars and other outreach activities, preferably tailored to be relevant 
to MSMEs in different sectors, with very specific instructions on how to apply, Q&A sessions, 
FAQ chatrooms would also be useful.  

¶ Methods to support MSMEs άself-evaluateέ their eligibility for support would be helpful, 
increase efficiency, and potentially save time. A set of clear criteria is needed for enterprises 
to be able to άself-evaluateέ, 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 submit. One option might be to establish a dedicated 
COVID-19 internet portal where all relevant information, forms and contact details are easily 
accessible and downloadable. Ideally, this portal would also span across the relevant state 
agencies, as a one stop shop platform. 

¶ Creating dedicated departments within the relevant State agencies and commercial banks 
to handle applications relating to COVID-19 support measure would also be valuable, 
notably in providing a clear άpoint of entryέ for MSMEs.   

Looking beyond the immediate need for emergency support measures, there is a need for more 
long-term initiatives to address structural constraints and support the MSME sector development in 
Viet Nam. These measures might include: 

¶ Supporting digital transformation of MSMEs to support them to leverage the benefits of ICT. 
Doing so, will increase their competitiveness by reducing various transaction and fixed costs, 
and unlocking significant efficiency gains. Any such initiative will need to acknowledge 
gender-differences in access and usage of technology. 

¶ Offering technical assistance and capacity support to help MSMEs develop strategic plans to 
άpivotέ their pre-COVID-19 business models for 2021 and beyond. In doing so, they need to 
ensure the commercially viability of their value proposition to ensure long term 
sustainability. Moreover, support provided needs to be tailored to the gender- differential 
needs and risks facing women entrepreneurs. 

¶ Developing a user-friendly analytical tool to allow MSMEs to conduct a systematic self-
diagnosis of their relative strengths and weaknesses, and preparedness for the post-COVID-
19 business ecosystem. This tool would help MSMEs to identify priorities to make the άstep 
changeέ improvements needed to be competitive.   

¶ Implementing interventions to improve the connectivity between MSMEs in Viet Nam and 
encourage consumers to buy from local producers and suppliers. This is in a context where 
COVID-19 has served to emphasize the importance of building up a strong domestic market 
for products and services, and not becoming unduly reliant on overseas markets for future 
economic growth.  

¶ Stimulating innovation among MSMEs in Viet Nam. It is ŀ ŎƻǳƴǘǊȅ ǘƘŀǘ άǎǘŀƴŘǎ ƻǳǘ ŀǎ ƻƴŜ ƻŦ 
the few lower middle-income economies that [is] getting much more innovation results for 
ώƛǘǎϐ ƛƴƴƻǾŀǘƛƻƴ ƛƴǾŜǎǘƳŜƴǘǎέ1. Making further advances in business innovation could prove 
to be a άgame changerέ for Viet Nam and its MSMEs. 

Finally, there is a need to ensure that the COVID-19 crisis 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 WIPO, 2020. 
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environment for MSMEs remains a work in progress that will extend beyond the current crisis.  This 
pertains to MSMEs in general, and women-led enterprises in particular.
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1. Introduction 

In Asia and the Pacific, entrepreneurship is one of the main pathways to achieve gender equality and 
ǿƻƳŜƴΩǎ ŜŎƻƴƻƳƛŎ ŜƳǇƻǿŜǊƳŜƴǘ- as set out in Sustainable Development Goal (SDG) 52, which can 
in turn have a multiplier effect on family well-being, poverty reduction and sustainable economic 
growth. Creating an enabling entrepreneurial ecosystem where women can freely participate to 
their full capacity, can yield expansive socio-economic gains stretching from households to 
communities and economies. Indeed it has been estimated that tƘŜ ŀŘǾŀƴŎŜƳŜƴǘ ƻŦ ǿƻƳŜƴΩǎ 
equality in the region, could potentially add an USD 4.5 trillion to the collective gross domestic 
product (GDP) annually by 2025; a 12 per cent increase over the business-as-usual GDP trajectory.3 

Lƴ ǘƘŜ ŎƻƴǘŜȄǘ ƻŦ ±ƛŜǘ bŀƳΩǎ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘ story, the contribution of small and medium 
enterprises (SMEs) is vital, estimated in 2015 to account for more than 98 per cent of all business, 
40 per cent of GDP, and 50 per cent of total employment.4 Within the SME sector in Viet Nam, it is 
estimated that women-owned SMEs comprise 21 per cent of formal enterprises.5 The majority of 
women-owned enterprises are micro-enterprises at 57 per cent; 42 per cent are SMEs; and just 1 
per cent are large enterprises.6 Data also highlights that women-owned businesses in Viet Nam have 
similar average annual revenues when compared to their male counterparts.7 Yet despite this, 
women can face greater vulnerability to shared barriers as well as additional barriers to start up 
and/or expand their businesses. These barriers include access to finance and technology, low levels 
of financial and digital literacy, lack of opportunities for capacity development and discriminatory 
socio-cultural norms. The barriers faced by women-led micro, small, medium sized enterprises 
(MSMEs) are further exacerbated in times of economic uncertainty and downturn, such as that 
currently being experienced as a result of the global COVID-19 pandemic. The unprecedented impact 
of the COVID-19 pandemic has been felt across Viet Nam and the business community since the 
Lunar New Year.   

In response to the initial spread of COVID-19 across Asia and the Pacific, the Government of Viet 
Nam quickly deployed quarantine measures, and put in place a number of fiscal and monetary 
policies to support businesses that include: delays in the collection of taxes and land rent; reduced 
fee and charges; lower interest rates; and expanded credit. However, it is also important to 
understand the assistance needed to support vulnerable MSMEs, especially those led by women 
entrepreneurs, as well as how to deliver that support effectively, and in a targeted fashion. The 
GƻǾŜǊƴƳŜƴǘΩǎ ǎǳŎŎŜǎǎ in isolating infected areas, and the high recovery rate for those testing 
positive, has offered some stabilization to the situation. In addition, unemployment insurance, acts 
of charity by civil society, and various aid efforts have all served to provide those who are vulnerable 
with a social and economic buffer.  

However, given the uncertainty surrounding the timeline and full impacts of COVID-19, the strain on 
all businesses are increasingly being felt. In response, enterprise founders and entrepreneurs have 
been gradually looking for adaptive and innovative solutions to protect and pivot their business 
operations including setting up new ventures targeting changing market patterns and consumer 

 

2 Sustainable development goal (SDG 5). 
3 McKinsey & Company, 2018.  
4 Swiss Program for Research on Global Issues for Development, 2015. 
5 GSO, 2014.   
6 GSO, 2014.  
7 D{hΣ нлмрΦ άAverage annual revenue of USD 548,000 for small women-owned enterprises against USD 543,000 for 
men; average annual revenue of USD 5.69 million for medium women-owned enterprises versus USD 5.76 million for 
ƳŜƴΦέ 
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behavior.  As the initial catatonic-like shock of COVID-мфΩǎ ƛƳǇŀŎǘ ǎǘŀǊǘǎ ǘƻ ƭŜǎǎŜƴΣ ŜƴǘŜǊǇǊƛǎŜǎ ŀǊŜ ƛƴ 
search of business solutions that can equip and support them in the post-COVID-19 άnew normalέΦ 

This empirical study to assess the impact of COVID-19 on MSMEs in Viet Nam, with particular 
emphasis on women-led MSMEs, was commissioned by the Agency of Enterprise Development, 
Ministry of Investment and Planning (AED-MPI), Government of Viet Nam and the United Nations 
Economic and Social Commission for Asia and the Pacific (ESCAP) as part of a five year (2018-2023) 
regional project, CŀǘŀƭȅȊƛƴƎ ²ƻƳŜƴΩǎ 9ƴǘǊŜǇǊŜƴŜǳǊǎƘƛǇ - Creating a Gender-Responsive 
Entrepreneurial Ecosystem (CWE). The CWE project aims to strengthen entrepreneurial ecosystems 
ǘƘŀǘ ŦƻǎǘŜǊ ǿƻƳŜƴΩǎ ŜƴǘǊŜǇǊŜƴŜǳǊǎƘƛǇΣ ŜƴƘŀƴŎŜ ǿƻƳŜƴ ŜƴǘǊŜǇǊŜƴŜǳǊǎΩ ŀŎŎŜǎǎ ǘƻ ŎŀǇƛǘŀƭ ǘƘǊƻǳƎƘ 
ƛƴƴƻǾŀǘƛǾŜ ŦƛƴŀƴŎƛƴƎ ƳŜŎƘŀƴƛǎƳǎΣ ŀƴŘ ƛƴŎǊŜŀǎŜ ǿƻƳŜƴ ŜƴǘǊŜǇǊŜƴŜǳǊǎΩ ǳǎŜ ƻŦ L/¢ ǘƘǊƻǳƎƘ ǊŜƭŜǾŀƴǘ 
training and tools. 

The study is intended to not only provide empirical data and analysis on the depth and extent of 
COVID-мфΩǎ ƛƳǇŀŎǘΣ ōǳǘ ŀƭǎƻ ƛƴŦƻǊƳ ŀ ǎŜǊƛŜǎ ƻŦ ǇŜǊǘƛƴŜƴǘ ǇƻƭƛŎȅ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ƻƴ Ƙƻǿ ±ƛŜǘ bŀƳ 
can best address the adverse effects on MSMEs of the economic and other measures taken to control 
the spread of the virus. Looking beyond the immediate crisis, this study also seeks to identify clear 
and actionable policy recommendations to further build a robust gender-responsive policy 
environment for MSMEs, and address specific constraints facing women-led MSMEs, in Viet NamΩǎ 
post-COVID-19 άnew normalέΦ 
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2. Brief profile of the MSME sector in Viet Nam 
 

άSMEs are centralτnot only in promoting inclusive and sustainable economic 
growth, employment, and decent work for all; SMEs also promote sustainable 
industrialization and foster innovation and can help reduce income inequalities if 
they receive support to provide good quality jobs.  Finally, they can support 
ŀŎƘƛŜǾƛƴƎ ƎŜƴŘŜǊ Ŝǉǳŀƭƛǘȅ ŀƴŘ ǿƻƳŜƴΩǎ empowerment through female 
entrepreneurship.έ8 

Ever since Viet Nam embarked on its economic reform driveΣ άdoi moiέΣ in 1986, developing the SME 
sector has consistently been regarded by policymakers as a critical component of that process. The 
ŎƻƴǎŜƴǎǳǎ ǾƛŜǿ ƛƴ ±ƛŜǘ bŀƳΩǎ ǇƻƭƛŎȅƳŀƪƛƴƎ ŎƛǊŎƭŜǎ ƛǎ ǘƘŀǘ {a9ǎ ŀǊŜ ŀƴ ƛƳǇƻǊǘŀƴǘ ǎƻǳǊŎŜ ƻŦ ŜŎƻƴƻƳƛŎ 
growth, job creation and income generation.  To that end, Viet Nam has pro-actively sought to design 
and enact policies intended to support the development 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 organic9 and as a result of informal businesses 
shifting to άƭŜƎŀƭƛȊŜέ their activities through formal registration, aided in part by various iterations of 
the Enterprise Law and a host of regulatory and fiscal reforms over the last three decades. Job 
creation has been an important driver of SME development in a country with a large, growing and 
relatively young labour force ŜƴǘŜǊƛƴƎ ±ƛŜǘ bŀƳΩǎ ŜƳǇƭƻȅƳŜƴǘ ƳŀǊƪŜǘ ŜŀŎƘ ȅŜŀǊ. ±ƛŜǘ bŀƳΩǎ 
population was estimated to be 96.5 million in 2016, of which 35 per cent now reside in urban areas 
and 65 per ŎŜƴǘ ƛƴ ǊǳǊŀƭ ŀǊŜŀǎΦ  ¢ƘŜ ŎƻǳƴǘǊȅΩǎ labour force is estimated to be 55.8 million, of which 
47.3 per cent are women and 52.7 per cent are men ς a gender gap of approximately 5 per cent, 
which is lower than other countries within the Asia Pacific region.  Of the 54.7 million employed in 
2019, 35.3 per cent worked in services, 34.5 per cent worked in agriculture, forestry and fisheries, 
and 30.2 per cent worked in industry and construction.10 

Between 2005 and 2015, the number of non-state manufacturing enterprises grew from 2.7 million 
to 5.1 million. During that decade, the number of non-state enterprises also increased almost five-
fold to pass the 400,000 mark, and the number of household enterprises rose by 78 per cent.  The 
number of non-state enterprises has continued to grow, reaching 591,500 in 2018, of which 16,878 
(2.8 per cent) were foreign-invested enterprises.  A significant state-owned enterprise (SOE) sector 
continues to operate in Viet Nam and dominates in a range of strategic and semi-strategic sectors, 
including commercial banking, communications and transport, and utilities.  As of July 2019, there 
were approximately 5.4 million non-farm enterprises operating in Viet Nam, of which 82.1 per cent 
were in trade and services, and 17.9 per cent were in industry and construction.   

The character of the MSME sector is typically a mix of relatively conservative and risk-averse business 
endeavors, often built around a traditional family ownership structure, through to more dynamic 
and innovative enterprises, with more ambitious growth aspirations and a greater appetite for 
informed risk.  As with the MSME sector in all economies, there tends to be a high turnover of 
companies, particularly for start-ups, with around 10 per cent or more businesses expected to close 
each year.  However, MSMEs all share a business enabling environment that, while improving, 
ǊŜƳŀƛƴǎ ŎƘŀƭƭŜƴƎƛƴƎΣ ŀǎ ŜǾƛŘŜƴŎŜŘ ŀƴŘ ƳŜŀǎǳǊŜŘ ōȅ ǘƘŜ ²ƻǊƭŘ .ŀƴƪΩǎ ŀƴƴǳŀƭ 5ƻƛƴƎ .ǳǎƛƴŜǎǎ 
survey.11 Moreover, there are legal gender differences with persist and influence the gender-
ǊŜǎǇƻƴǎƛǾŜƴŜǎǎ ƻŦ ǘƘŜ ōǳǎƛƴŜǎǎ ŜƴǾƛǊƻƴƳŜƴǘ ŦƻǊ ǿƻƳŜƴΩǎ ŜƴǘǊŜǇǊŜƴŜǳǊǎƘƛǇΣ ŀǎ ǿŜƭƭ ŀǎ ŜƳǇƭƻȅƳŜƴǘΦ 

 

8 Rand, J. and Tarp, F., 2020.  
9 A function of new enterprises being established.  
10 All data cited here is from GSO 2019.  
11 ²ƻǊƭŘ .ŀƴƪΣ нлнлΦ ±ƛŜǘ bŀƳΩǎ ǊŀƴƪƛƴƎ ƛƴ ǘƘŜ ƭŀǘŜǎǘ ƛǘŜǊŀǘƛƻƴ ƻŦ ǘƘŜ 5ƻƛƴƎ .ǳǎƛƴŜǎǎ ǎǳǊǾŜȅ ƛǎ тлth.  
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¢ƘŜǎŜ ŀǊŜ ǎŜǘ ƻǳǘ ƛƴ ǘƘŜ ²ƻǊƭŘ .ŀƴƪΩǎ ²ƻƳŜƴΣ .ǳǎƛƴŜǎǎ ŀƴŘ ǘƘŜ [ŀǿ нлнл ƛƴŘex which ranks Viet 
Nam at 78.8.12  

In the context of this specific study, a 2017 survey of MSMEs in Viet Nam13 found that: 

¶ MSMEs founded by female entrepreneurs, similar to younger entrepreneurs, are more likely 
to be innovative and use technology, be aware of impacts on environmental sustainability, 
and hire employees with post-secondary education and international experience.  

¶ MSMEs do not take sufficient advantage of innovation and technology. Policy efforts should 
focus on helping MSMEs leverage these tools. The most used technologies in MSMEs are the 
internet, mobile applications, and design, processing, and manufacturing technology.  

¶ Although not currently a high priority among MSMEs, efforts to improve environmental 
sustainability may also improve access to foreign markets, heighten innovation, and foster a 
group of youth and gender-balanced entrepreneurs.  

¶ The largest barrier to growth is access to finance.  

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

¶ Most MSMEs identify their companies as traditional and are not seeking to innovate or have 
yet to innovate. 

While no business is wholly immune from the impact of COVID-19, MSMEs in developing countries 
are particularly vulnerable to its adverse effects.  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 brief interruption in cash flows can cause business failure.  MSMEs also tend to be more reliant 
on cash as a means of payment, and 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 in Viet Nam and will continue to be the case after the COVID-19 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 to realize their full potentialΣ ŀƴŘ ǘƘŜǊŜōȅ Ǉƭŀȅ ŀƴ ƛƳǇƻǊǘŀƴǘ ǊƻƭŜ ƛƴ ±ƛŜǘ bŀƳΩǎ ŜŎƻƴƻƳƛŎ 
growth story.  While the urgency of the COVID-19 crisis has served to distract us from the long-term 
vision for MSMEs in Viet Nam, the relevance of that long-term vision has not dissipated. 

 

  

 

12 World Bank, 2020. 
13 Asia Pacific Foundation of Canada, 2017. 
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3. Overview of the impact on COVID-мф ƻƴ ±ƛŜǘ bŀƳΩǎ ŜŎƻƴƻƳȅ, and the 
GƻǾŜǊƴƳŜƴǘΩǎ ǇƻƭƛŎȅ ǊŜǎǇƻƴǎŜ  

3.1. Impact 

Viet Nam has garnered international plaudits for its handling of the COVID-19 health crisis, most 
notably around the speedy and strident containment measures taken to try and contain its spread.14  
As of 22 August 2020, the number of confirmed cases of COVID-19 in the country was reported to 
be 1,014, with 26 fatalities.15  As figure 1 ǎƘƻǿǎΣ ±ƛŜǘ bŀƳΩǎ ŀǇǇǊƻŀŎƘ ǘƻ ŎƻƴǘŀƛƴƳŜƴǘ ǿŀǎ ƻƴŜ ƻŦ ǘƘŜ 
most stringent globally.  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 the difficulty of conducting business, and the transaction costs 
entailed in pursuing economic activities.  Therefore, the overall impact of COVID-мф ƻƴ ±ƛŜǘ bŀƳΩǎ 
economy and corporate community has been substantial.  But this was a deliberate, and 
commendable, decision by the Government to put the need of thwarting the health threat posed by 
COVID-19 ahead of the potential economic side effects. 

Figure 1: Stringency of Viet NŀƳΩǎ /h±L5-19 containment measures compared 

 
Source: IMF, 2020.    

 

14 LaCΣ нлнлΦ ά±ƛŜǘ bŀƳΩǎ ǎǳŎŎŜǎǎŦǳƭ ǎǘǊŀǘŜƎȅ ǿŀǎ ƛƴŦƻǊƳŜŘ ōȅ ƛǘǎ ŜȄǇŜǊƛŜƴŎŜ ǿƛǘƘ ǇǊŜǾƛƻǳǎ ƻǳǘōǊŜŀƪǎΣ ƭƛƪŜ ǘƘŜ {ŜǾŜǊŜ !ŎǳǘŜ 
Respiratory Syndrome, or SARS, in 2003. Early on, the Prime Minister prioritized health above economic concerns. The 
strategy was swiftly deployed with the help of the military, public security services, and grass-root organizations, which 
ǎǇŜŀƪǎ ǘƻ ǎƻƳŜ ŦŜŀǘǳǊŜǎ ǳƴƛǉǳŜ ǘƻ ±ƛŜǘ bŀƳΦ 9ŦŦŜŎǘƛǾŜ ŀƴŘ ǘǊŀƴǎǇŀǊŜƴǘ ŎƻƳƳǳƴƛŎŀǘƛƻƴǎ ǿƻƴ ǘƘŜ ǇƻǇǳƭŀǘƛƻƴΩǎ ōǳȅ-in and 
contains broader lessons for deveƭƻǇƛƴƎ ŎƻǳƴǘǊƛŜǎΦέ  
15 WƻƘƴ IƻǇƪƛƴǎ ¦ƴƛǾŜǊǎƛǘȅ ŀƴŘ aŜŘƛŎƛƴŜΣ нлнлΦ ά²ƛǘƘ ŀƴ ŜǎǘƛƳŀǘŜŘ ǇƻǇǳƭŀǘƛƻƴ ƻŦ Ƨǳǎǘ ƻǾŜǊ фт Ƴƛƭƭƛƻƴ ƛƴ нлнлΣ ±ƛŜǘ bŀƳ ƛǎ 
the 15th most populous country in the world, accounting for about 1.25 per cent of the global population.  The counǘǊȅΩǎ 
proportion of global COVID-19 positive cases is 0.0044 per cent, and its proportion of global COVID-19 related deaths is 
лΦллон ǇŜǊ ŎŜƴǘΦέ   
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GDP impact 

tǊƛƻǊ ǘƻ нлнлΣ ±ƛŜǘ bŀƳΩǎ ŜŎƻƴƻƳȅ ƘŀŘ ōŜŜƴ ŘƛǎǇƭŀȅƛƴƎ Ǌƻōǳǎǘ ƎǊƻǿǘƘΦ16  Lƴ нлмфΣ ǘƘŜ ŎƻǳƴǘǊȅΩǎ D5t 
growth was estimated to be 7.0 per cent, and the industrial production index grew by around 9.1 
per cent.  Total investment grew by 10.2 per cent, with the non-ǎǘŀǘŜ ǎŜŎǘƻǊΩǎ ƛƴǾŜǎǘƳŜƴǘ ǳǇ ōȅ мтΦо 
per cent.  FDI inflow pledges in 2019 were USD 17.4bn, with a 28 per cent increase in the number of 
FDI projects licensed that year. The number of newly established enterprises in 2019 was over 
138,000; a rise of 5.2 per cent on the previous year.  Seventy-two per cent of these were in the 
services sector including trading, 26.5 per cent were in industry and construction, and 1.5 per cent 
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 year, with a rising trend across all three 
main sectors.  Turning to company cessations and dissolutions in 2019, roughly 72,400 enterprises 
suspended operations, of which 28,700 were temporary halts and 43,700 were looking to 
permanently dissolve. Around 16,800 enterprises completed their dissolution procedures. 

Initial macro-economic statistics for the first half of 202017 όмIнлнлύ ǎǳƎƎŜǎǘ ǘƘŀǘ ±ƛŜǘ bŀƳΩǎ D5t 
increased by just 1.8 per cent.18  The agriculture, forestry and fisheries sector grew by grew by 1.2 
per cent, the industry and construction sector grew by 3.0 per cent, and the trade and services sector 
grew by 0.6 per cent.  The industrial production index grew just 2.7 per cent in 1H2020, with declines 
in the extractives sub-sector in particular.   

While these headline macro-economic figures are undoubtedly dramatic, they are less extreme than 
those encountered in many other countries.  As figure 2 shows, recently revised GDP growth 
forecasts for Viet Nam and some other countries suggests that, in relative 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 2020.19 

Figure 2: Revision of GDP growth forecasts for Viet Nam compared 

 
Source: PwC, 2020.   

 

16 Unless otherwise stated, all data cited here is from GSO, 2019.  
17 January to July inclusion.  
18 GSO, 2020.   
19 PwC, 2020.  
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Business impact 

The impact of COVID-19 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 intended 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 overseas markets, have forced 
companies to scale down or even temporarily halt operations.  In particular, the garment sector, 
which is a major employer of semi-skilled workers, including a large number of women, has been 
badly affected. 

It is widely accepted that there has been a gendered impact on businesses of COVID-19 with greater 
negative consequences for women employees and entrepreneurs.  Women tend to have high levels 
of economic participation in the sectors most impacted by the crisis, including the garment sector, 
tourism and hospitality, healthcare.  Additionally, social norms mean women are more often the 
primary care givers in many household settings, and therefore face additional burdens when family 
members become unwell, schools close and other social services and support mechanisms start to 
falter. 

The value of total exports in 1H2020 dropped by 1.1 per cent compared to the same period in 2019, 
with export-oriented foreign invested companies more markedly impacted than locally owned 
exporters, experiencing a decline in export revenues of 6.7 per cent. Some of the biggest declines in 
export revenues during 1H2020, relative to the same period in 2019, were crude oil, rubber and 
garments, among others. Imports also contracted by 3 per cent.  Viet Nam, therefore, managed to 
maintain a trade surplus of USD 4 billion in 1H2020.   

While the majority of MSMEs in Viet Nam are not directly part of international supply chains or cross-
border production networks, they are indirectly affected by what happens in those networks.  A 
ƭŀǊƎŜ ǇŀǊǘ ƻŦ ±ƛŜǘ bŀƳΩǎ ƳŀŎǊƻ-economic growth trajectory of recent decades has largely been a 
function of export-oriented manufacturing, much of which has been enacted by foreign-owned firms 
that have chosen Viet Nam as an attractive host country location.  MSMEs current and future success 
is therefore dependent on overseas market demand for their products.  Thus, if the economic impact 
of COVID-19 continues to reduce global demand for the kinds of products that Viet Nam produces 
for export20, ǘƘŜƴ ±ƛŜǘ bŀƳΩǎ ǿƛŘŜǊ ŜŎƻƴƻƳȅ ǿƛƭƭ ōŜ ŀŘǾŜǊǎŜƭȅ ƛƳǇŀŎǘŜŘΣ ǿƘƛŎƘ ǘƘŜƴ Ƙŀǎ ŀ ƪƴƻŎƪ-on 
effect for its MSMEs. 

In 1H2020, roughly 62,000 new enterprise registrations were recorded; a decline of 7.3 per cent on 
the same period in 2019. Crucially, approximately, 29,200 enterprises sought to suspend their 
operations in 1H2020; an increase of 38.2 per cent on the year previously.  The increase was 41 per 
cent in the trade and services sector, 32.1 per cent in the industry and construction sector, 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 accommodation 
and catering.  Of these closures, 19,600 enterprises were 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 5.3 per cent in 1H2020, compared 
with the same period a year previously, if one allows for inflation.  Inflation rose by 4.2 per cent in 
the 1H2020, with a rate of 0.7 per cent alone for June.  Unsurprisingly, the single largest drop in retail 

 

20 Garments and smartphones. 
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sales was for travel-related services.  Passenger transport numbers dipped by 27.3 per cent year-on-
year in 1H2020, freight traffic contracted by 8.1 per cent, and international visitor arrivals also fell 
by 55.8 per cent.  

A recent report by the consulting firm, McKinsey & Company, noted that in Viet bŀƳ άspending on 
essential goods and services accounts for 42 per cent of national GDP, compared with just 26 per 
cent for discretionary spending.  Spending cutbacks [as a result of COVID-19] are mostly being felt in 
the discretionary spending ŎŀǘŜƎƻǊȅΣ ǎƻ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǎƭƛŎŜ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳȅ ŎƻǳƭŘ ōŜ 
relatively well insulated.έ21 Figure 3 below shows discretionary spending on home-based 
entertainment rising by 50 per cent during the COVID-19 period, while most other forms of non-
essential spending contracted.  Looking to anticipated spending after the crisis, it is interesting to 
note the expected rise in retail spending around fitness and wellness, but spending around travel 
and tourism, jewellery and accessories, and furnishing and appliances are all expected to contract 
further, even after the major contractions during the COVID-19 period. 

This in turn might suggest that MSMEs that have businesses oriented towards the production and 
provision of essential products and services, such as food and communications as well as fitness and 
wellness offerings, have and will continue to encounter a lower level of impact from COVID-19 than 
those with offerings relating to discretionary spending.  Indeed, some changes in consumer spending 
behaviour could actually have a net positive impact for MSMEs in some sectors of the economy. 

Figure 3: Consumer spending shifts in Viet Nam during and after COVID-19 

 

Source: McKinsey & Company, 2020.  

 

21 McKinsey & Company, 2020. 
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Looking ahead, one of the most insightful performance indices in this context is the purchasing 
ƳŀƴŀƎŜǊǎΩ ƛƴŘŜȄ όtaLύΣ ǿƘƛŎƘ ǎŜǊǾŜǎ ǘƻ ǇǊƻǾƛŘŜ ŀ ƭŜŀŘƛƴƎ ƛƴŘƛŎŀǘƻǊ ƻŦ ǿƘŀǘ ƳŀƴǳŦŀŎǘǳǊƛƴƎ 
companies anticipate will be business conditions in the months ahead.  Reporting on 3 August 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).22 ά!ŦǘŜǊ ǊŜǘǳǊƴƛƴƎ ǘƻ ƎǊƻǿǘƘ ƛƴ WǳƴŜΣ ǘƘŜ ±ƛŜǘƴŀƳŜǎŜ 
manufacturing sector took a step back in July, seeing 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 well as seeing staffing levels decrease, manufacturers scaled back their purchasing activity, stocks 
of inputs and finished goods inventories at the start of the third quarter.έ23  This is the wider 
economic and business context in which MSMEs in Viet Nam find themselves, as of mid-2020.   

Figure 4: Viet Nam Manufacturing PMI 

 
Source: IHS Markit, 2020.  

 
3.2. Government response 

Since the outbreak of COVID-19, the Government of Viet Nam has issued a series of policy documents 
intended to support the business activities of enterprises adversely impacted by the virus.  They are 
profiled in Box 1 below. 

Box 1: COVID-19 measures introduced 

Directive No. 
11/CT-TTg  

(4 March 2020) 
on urgent tasks 
and solutions to 
help address 
difficulties for 

The directive assigns relevant ministries to implement action plans on:  

- Access to capital, credit, finance, tax, trade, electronic payment; 
- Reviewing, cutting administrative procedures and costs for enterprises; 
- Facilitation of production and business; export and import production; 
- Recovery and development of tourism and air transport; 
- Speeding up progress, disbursement of capital and improvement of 

business conditions; 

 

22HIS Markit, 2020. A number of 50 suggests a deteriorating situation, and above 50 indicates an improving situation, as 
ǇŜǊŎŜƛǾŜŘ ōȅ ǇǳǊŎƘŀǎƛƴƎ ƳŀƴŀƎŜǊǎ ǿƻǊƪƛƴƎ ƛƴ ±ƛŜǘ bŀƳΩǎ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ǎŜŎǘƻǊΦ  ¢ƘŜ taL ƛƴŘŜȄ is derived from responses 
to monthly questionnaires sent to purchasing managers in a panel of around 400 manufacturers.  The PMI is a weighted 
average of the following five indices: New Orders (30 per cent), Output (25 per cent), Employment (20 per centύΣ {ǳǇǇƭƛŜǊǎΩ 
Delivery Times (15 per cent) and Stocks of Purchases (10 per cent).  The indices are seasonally adjusted. 
23 HIS Market, 2020. For further details on the July report see: 
https://www.markiteconomics.com/Public/Home/PressRelease/393aa61c02224de4a1fddc43fba36626  

https://www.markiteconomics.com/Public/Home/PressRelease/393aa61c02224de4a1fddc43fba36626
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production and 
business, and 
ensure social 
security in 
response 
to COVID-19 24 

- Resolving labour-related difficulties; and 
- Promotion of communication. 

Resolution 
42/NQ-CP  

(9 April 2020) on 
measures to 
support people 
facing difficulties 
due to COVID-
1925 

 

 

Employee incentives 

- Financial assistance of USD 77 (VND 1.8 million) per month: Employees 
whose labour contract is temporarily suspended or have to take unpaid 
leave for a month or above will be eligible. This can be applicable for a 
maximum period of up to three months starting from April 1. 

- Financial assistance of USD 43 (VND 1 million) per month: Employees who 
lose jobs but are not eligible for unemployment allowance or that work 
without a labour contract and have lost their jobs are eligible. 

Incentives for employers 

- Employers facing financial difficulties that have paid at least 50 per cent 
of salaries in advance to their employees during their suspension of work 
for the period from April to June 2020 will be given collateral-free, zero-
interest loans by the Viet Nam Bank for Social Policies (VBSP). The loans 
will be equivalent to a maximum of 50 per cent of the minimum regional 
wages applicable to each employee based on the actual time of salary 
payment, but not exceeding three months. The maximum term of the 
loans is 12 months. 

- Employers affected by the pandemic may also apply for a suspension of 
their contribution to the retirement and survivorship funds of the social 
insurance program for a maximum of 12 months if the number of 
ŜƳǇƭƻȅŜŜǎΩ subject to social insurance contribution has been reduced by 
at least 50 per cent. 

- Individual business households having a tax return revenue under VND 
100 million per year temporarily suspend business from 1 April 2020 are 
supported with VND 1,000,000 per household per month for a maximum 
of 3 months. 

Resolution 
84/NQ-CP  

(29 May 2020) on 
tasks and 
solutions for 
dealing with 
difficulties in 
business 
operations, 
promoting 

- Reduce land rents by 15 per cent in 2020 for enterprises, organizations, 
households and individuals renting land directly from the Government 
according to decisions and contracts of competent authorities in the form 
of annual rents that have suspended business operations due to the 
COVID-19.  

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

 

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

https://vanbanphapluat.co/directive-11-ct-ttg-2020-solutions-for-assisting-businesses-facing-difficulties-amid-covid-19-pandemic
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
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disbursement in 
public investment 
and ensuring 
public order and 
safety during 
COVID-19 
epidemic 26 

- Reduce 50 per cent of fees for taking off and landing aircrafts and flight 
management services for incoming and leaving domestic flights from 
March to September 2020 inclusively; apply minimum price of VND 0 for 
aviation services under schedule of price range specified by the 
Government from March to September 2020 inclusively. 

- Reduce 2 per cent of interest rate of direct and indirect lending for SMEs 
taken from medium and small enterprise development fund. 

- Reduce 50 per cent of registration fee for domestically manufactured or 
assembled automobiles until the end of 2020 inclusively to promote 
domestic consumption. 

- Extend deadlines for submission of excise tax applied to domestically 
manufactured or assembled automobiles with respect to payables arising 
from March 2020; the extended deadline shall not exceed 31 December 
2020. Conduct research on amendments to excise tax to assist domestic 
manufacturing and development. 

- Approve pilot implementation of using telecommunication accounts to 
pay for small-value goods and services (mobile money) according to 
decisions of Prime Minister. 

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

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

Fiscal policy 
package 

Resolution No. 116/2020/QH14 (19 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 revenue 
in 2020 does not exceed 200 billion VND shall be reduced by 30 per cent. 

Enterprises shall calculate the reduction themselves when paying quarterly 
ŎƻǊǇƻǊŀǘŜ ƛƴŎƻƳŜ ǘŀȄ ŀƴŘ ǇǊŜǇŀǊƛƴƎ ǘƘŜ нлнлΩǎ ŀƴƴǳŀƭ ǎǘŀǘŜƳŜƴǘ ƻŦ 
corporate income tax.27 

Fiscal policy 
package 

Decree No. 41/2020/ND-CP (8 April 2020) on deferral of payment of taxes 
and land rents.28 

The decree shall be applicable to enterprises, organizations, households, and 
individuals operating in agro-forestry-fisheries sector; food processing and 

 

26 For further detail see https://vanbanphapluat.co/resolution-84-nq-cp-2020-dealing-with-difficulties-in-business-

operations-during-covid-19-epidemic 
27 For further detail see https://vanbanphapluat.co/resolution-116-2020-qh14-reduction-in-corporate-income-tax-
payable-in-2020-by-enterprises 
28 For further details see: http://news.chinhphu.vn/Home/Govt-delays-tax-payments-to-dampen-COVID19-
impacts/20204/39611.vgp 

http://news.chinhphu.vn/Home/Govt-delays-tax-payments-to-dampen-COVID19-impacts/20204/39611.vgp
http://news.chinhphu.vn/Home/Govt-delays-tax-payments-to-dampen-COVID19-impacts/20204/39611.vgp
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manufacturing, garment and textile; straw and plastic products; metallurgy, 
mechanical engineering; and construction.  

Other beneficiaries include enterprises, organizations, households, and 
individuals producing auxiliary and key mechanical products; micro and 
small-sized enterprises, credit organizations, and branches of foreign banks 
which support their COVID-19 affected customers.  

The decree specifies duration of extension for payment of value added 
tax, corporate income tax, and land-use fees.   

Specifically, a five-month extension shall be given to value added tax of the 
assessment periods of March, April, May, June, the first quarter and the 
second quarter.  

For corporate income tax (CIT), the amount of CIT as finalized in the 2019 
annual statement and CIT declared in the first and second quarters of 2020 
will be deferred for five months.  

For household and individual businesses, the deadlines for paying value 
added tax and corporate income tax was extended to 31st December. 

Payment of land use fees extended by five months, from 31st May. 

Credit policy 
package 

State Bank Circular 01/2020/TT-NHNN (13 March 2020) providing for credit 
institutions and branches of foreign banks to restructure loan repayments, 
exemptions and reductions, in support of customers affected by COVID-19.    

The State Bank also issued Directive No. 02/CT-NHNN (31 March 2020) on 
urgent solutions of the banking industry to address the impact of the COVID-
19 pandemic.29 

Labour-related 
policy package 

Official Letter No. тфтκ[7¢.·I-BHXH (9 March 2020) of the Ministry of 
Labour, War Invalids and Social Affairs guiding the suspension of contributions 
to the retirement fund, for enterprises facing difficulties caused by COVID-
19.30     

Official Letter No. 860/BHXH-BT (17 March 2020) of Viet Nam Social 
Insurance, regarding suspension of contribution to the retirement fund 
for individuals affected by COVID-19.31        

Official Letter 245/¢[7 (18 March 2020) of the Viet Nam General 
Confederation of Labour on postponing payment of trade union fees for those 
affected by COVID-19.32 

 
  

 

29 For further details see: https://www.moodysanalytics.com/regulatory-news/may-08-20-sbv-releases-measures-to-
address-impact-of-covid-19-pandemic 
30 For further details see: https://vanbanphapluat.co/official-dispatch-797-ldtbxh-bhxh-2020-suspension-of-
contributions-pension-fund-due-to-covid-19 
31 For further details see: https://vanbanphapluat.co/official-dispatch-860-bhxh-bt-2020-suspension-of-contribution-to-
the-pension-fund-affected-by-covid-19 
32 For further details see: https://www.bakermckenzie.com/en/insight/publications/2020/03/temp-suspension-
statutory-contributions-vn-covid19 

https://translate.google.com/translate?hl=en&prev=_t&sl=vi&tl=en&u=https://thuvienphapluat.vn/cong-van/Lao-dong-Tien-luong/Cong-van-245-TLD-2020-lui-thoi-diem-dong-cong-doan-voi-doanh-nghiep-bi-anh-huong-dich-Covid-19-437877.aspx
https://www.moodysanalytics.com/regulatory-news/may-08-20-sbv-releases-measures-to-address-impact-of-covid-19-pandemic
https://www.moodysanalytics.com/regulatory-news/may-08-20-sbv-releases-measures-to-address-impact-of-covid-19-pandemic
https://vanbanphapluat.co/official-dispatch-797-ldtbxh-bhxh-2020-suspension-of-contributions-pension-fund-due-to-covid-19
https://vanbanphapluat.co/official-dispatch-797-ldtbxh-bhxh-2020-suspension-of-contributions-pension-fund-due-to-covid-19
https://vanbanphapluat.co/official-dispatch-860-bhxh-bt-2020-suspension-of-contribution-to-the-pension-fund-affected-by-covid-19
https://vanbanphapluat.co/official-dispatch-860-bhxh-bt-2020-suspension-of-contribution-to-the-pension-fund-affected-by-covid-19
https://www.bakermckenzie.com/en/insight/publications/2020/03/temp-suspension-statutory-contributions-vn-covid19
https://www.bakermckenzie.com/en/insight/publications/2020/03/temp-suspension-statutory-contributions-vn-covid19
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The majority of these COVID-19 related measures were enacted quickly, and with a focus on the 
need for immediate άtriageέ ƻŦ ǿƻǳƴŘǎ ƛƴŎǳǊǊŜŘ ōȅ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ōǳǎƛƴŜǎǎ ǎŜŎǘƻǊ ŀǎ ŀ ǊŜǎǳƭǘ ƻŦ ǘƘŜ 
crisis.  With policymakers taking a deliberate decision to effectively shut down large parts of the 
ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳȅ ƛƴ ƻǊŘŜǊ ǘƻ Ŧocus on combating the health crisis, there 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 purse.  Therefore, the 
measures are time-bound and will need to be phased out before too long.  They are also pretty broad 
and macroeconomic in nature, given the need for urgency and what remains a fast-moving situation. 

As 2020 progresses, and hopefully prospects for the near-ǘŜǊƳ ŦǳǘǳǊŜ ōŜŎƻƳŜ ŎƭŜŀǊŜǊΣ ±ƛŜǘ bŀƳΩǎ 
policymakers will need to decide whether or not to continue these interventions, halt them, revise 
or adjust them, and/or supplement them with additional measures. 

Box 2: Current policy support for MSME development in Viet Nam: a few key documents 

Law on Enterprises No 68/2014/QH13  
 

Law on Enterprises No 59/2020/QH14 dated 17 June 2020 (effective from 1 January 2021) 
 

Law 04/2017/QH14 dated 12 June 2017 on assistance for small and medium sized enterprises 

Resolution 35 / NQ-CP dated 16 May 2016 by the Government on supporting and developing 

businesses until 2020 
 

Decree No. 39/2018/ND-CP dated 11 March 2018 on guidelines for Law on support for small 

and medium-sized enterprises 
 

Decree No. 38/2018/ND-CP dated 11 March 2018 on investments in small and medium-sized 

start-up companies 
 

Decree No. 39/2019/ND-CP dated 10 May 2019 Organization and Operation of Small and 

Medium Enterprise Development Fund 
 

Decree No. 55/2019/ND-CP dated 24 June 2019 providing legal assistance for small and 

medium-sized enterprises 
 

Circular No. 05/2019/TT-BKH7T of the Ministry of Planning and Investment dated 12 May 

2019 on support for the human resources development of small and medium-sized enterprises  
 

Circular No. 06/2019/TT-BKHDT dated 29 March 2019 on guidelines for organization and 

operation of consultant network, consultancy support for small and medium-sized enterprises 

through consultant network 
 

Joint Circular No. 04/2014/TTLT-BKHDT-BTC dated 13 August 2014, guidance on assistance 

to cultivation of human resources for small and medium enterprises 
 

Decree No. 34/2018/ND-CP dated 8 March 2018 on establishment, organization and operation 

of credit guarantee funds for small and medium enterprises 
 

  



 14 

4. Research objectives and methodology  

4.1. Objectives 

The specific objectives of this study are to:  

¶ assess the impact of COVID-19 on MSMEs and women-led MSMEs across a range of business 
sectors and functions33 and better understand both the challenges and opportunities 
currently being faced; 

¶ shed light on the various actions and efforts of MSMEs, and particularly women-led MSMEs, 
as well as women entrepreneurs, to respond and adapt their business models and practices 
in a bid to navigate the impacts of COVID-19; 

¶ survey MSMEs, and particularly women-led MSMEs, views on, and access to, the 
GƻǾŜǊƴƳŜƴǘΩǎ ŎǳǊǊŜƴǘ ǇƻƭƛŎȅ ƳŜŀǎǳǊŜǎ ǳƴŘŜǊ άViet Nam Support Policies for Businesses 
Under COVID-19έ; 

¶ ƎŀǘƘŜǊ ŀƴŘ ŎƻƭƭŀǘŜ a{a9ǎΩΣ ŀƴŘ ǇŀǊǘƛŎǳƭŀǊƭȅ ǿƻƳŜƴ-ƭŜŘ a{a9ǎΩΣ ƻǇƛƴƛƻƴǎ ŀƴŘ ǎǳƎƎŜǎǘƛƻƴǎ 
on further policy measures and support that would be of utility in addressing the 
unprecedented impact of COVID-19; and  

¶ provide clear and actionable policy-related recommendations to address the impact of, and 
challenges caused by, COVID-19 on MSMEs, and especially women-led MSMEs in Viet Nam. 

Definition of an MSME 

According to Law No. 04/2017/QH14 of June 2017, on assistance for small and medium-sized 
enterprises34: a woman-owned SME is a company where one or more women own at least 51 per 
cent of ŀƴ ŜƴǘŜǊǇǊƛǎŜΩǎ chartered capital, and a woman is an executive director of this enterprise. 

Further, according to Decree No. 39/2018/ND-CP of March 2018 on guidelines for support of small 
and medium-sized enterprises, the classification of an MSME is determined based on employee size, 
revenue, capital and sectors as outlined in table 1. 

Table 1. Formal definition of an MSME in Viet Nam 

 

  

 

33 Production and operations, labour, finance, input, materials and market. 
34 For further details see: https://vanbanphapluat.co/law-04-2017-qh14-on-assistance-for-small-and-medium-sized-
enterprises 

https://vanbanphapluat.co/law-04-2017-qh14-on-assistance-for-small-and-medium-sized-enterprises
https://vanbanphapluat.co/law-04-2017-qh14-on-assistance-for-small-and-medium-sized-enterprises
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4.2. Methodology 

An online questionnaire was developed to collect primary information about the impact of COVID-
19 on MSMEs in Viet Nam. It focused on the following: 

¶ The depth of impact of COVID-19 on MSMEs in Viet Nam; 

¶ M{a9ǎΩ ŀǿŀǊŜƴŜǎǎ ƻŦ ŀƴŘ ŀŎŎŜǎǎ ǘƻ ǘƘŜ GƻǾŜǊƴƳŜƴǘΩǎ ǇƻƭƛŎƛŜǎ ŀƛƳŜŘ ŀǘ ŀǎǎƛǎǘƛƴƎ 
enterprises facing difficulties caused by COVID-19, such as Directive 11/CT-TTg of the 
Prime Minister and other documents; 

¶ Perceptions of the GoǾŜǊƴƳŜƴǘΩǎ ǇƻƭƛŎƛŜǎ ŦƻǊ ŀǎǎƛǎǘƛƴƎ ŜƴǘŜǊǇǊƛǎŜǎ ŦŀŎƛƴƎ /h±L5-19; and 

¶ Specific recommendations on additional support policies to help MSMEs in Viet Nam, 
and especially women-led MSMEs, both in terms of: i) immediate mitigation; and ii) 
positioning for the post COVID-19 άnew normalέ. 

The survey was conducted during the period from 27 May 2020 to 15 June 2020. In addition to the 
questionnaire survey, over the same time period ten in-depth interviews were conducted with 
representatives of relevant State agencies, business associations and support organizations, and 
women-owned businesses.35   

4.3. Profile of businesses surveyed  

There were 220 businesses that 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.  Sixty-two per cent of surveyed firms were in the trade and services sector, 30 per cent in 
the industry and construction sector, and 8 per cent in the agriculture, forestry and fisheries sector. 
Table 2 provides a breakdown of the survey respondents.  

Table 2. Breakdown of the survey sample, by legal type, sector and size (in per cent) 

 

The majority of the enterprise in the survey at sixty-one per cent (134 enterprises) were women-led 
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 and men-led 
enterprises within the country. In terms of enterprise size, the majority of respondents at 57 per 
cent of firms  were micro-enterprises, 35 per cent were small, and 8 per cent were medium-sized.  
Notably, 61 per cent of women-led MSMEs were micro enterprises, and 34 per cent were small 
enterprises, with only 5 per centage of medium enterprises. By comparison, proportionally there 
were more men-led enterprises represented among small and medium sized enterprises, and fewer 

 

35 Please see Appendix for full list of interviewees. 
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at the micro-level. Ninety-six per cent of firms were domestic private sector firms, just 1 per cent 
were state-owned, and 3 per cent were foreign-invested enterprises. 

In terms of sector, 72 per cent of the women-led enterprises were in the trade and services sector. 
Notably significantly fewer men-led MSME respondents were operating in this sector at 46.5 per 
cent ς a gender difference of 25 per cent. Moreover, significantly more men-led MSME respondents 
were operating in the manufacturing and construction sector at 47.7 per cent, representing a gender 
difference of 28 per cent. While there were more similar numbers of women and men-led 
enterprises from the agriculture, forestry and fisheries sector there was still a slighter greater sector 
representation of women business owners among respondents - a gender difference of over 3 per 
cent.  
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5. Main survey findings  

5.1. Impact of COVID-19 on MSMEs and women-led MSMEs: challenges and opportunities  

The impact of COVID-19 on businesses has been wide-ranging, dependent on a large variety of 
factors, such as, but not limited to: i) the business sector in which they operate; ii) the financial 
strength of the firm; iii) the degree of reliance on steady cash flows; and iv) cost structure.  While 
most firms have been adversely affected, there are some enterprises that have actually benefited 
from changes in consumer and client behaviour, dislocations in demand, and other COVID-19 related 
factors.  The survey respondents rated their perception of COVID-мфΩǎ ƛƳǇŀŎǘ, on a scale from 1 (very 
bad) to 5 (very good).  Across the full sample, the average degree of impact was 2.16 points, denoting 
ΨōŀŘΩΦ Within the sub-sample of women-led MSMEs, the result was broadly the same, although a 
slightly higher perception of a negative impact at 2.08 points. 

Figure 5. General scale of impact of COVID-19 on MSMEs 

 

More than 80 per cent of surveyed MSMEs reported that the impact of COVID-19 on their businesses 
was either bad or very bad. On a sectoral basis, the perceived impact of COVID-19 has been 
surprisingly uniform, as indicated in the figures immediately below.  The only slight differentiation 
that can be discerned across the three sectors is that MSMEs surveyed in the agriculture, forestry 
and fisheries had fewer enterprises reporting a neutral impact, and more enterprises reporting a net 
positive impact, compared with no enterprises in manufacturing and construction seeing a net 
positive impact.  This is likely to be a consequence of increases in demand, and therefore prices, for 
staple goods, such as food items.  Nonetheless, it remains the case that across all three main sectors, 
roughly four out of five MSMEs deemed the net impact of COVID-19 to have been adverse: COVID-
19 has generally been a άsector agnosticέ crisis for MSMEs in Viet Nam. 

Figure 6. Impact of COVID-19 for MSMEs 
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Due to the impact of COVID-19, just over a quarter (28 per cent) of surveyed MSMEs reported they 
had been obliged to partially halt or scale back their business operations, and an additional fifth (18 
per cent) had to temporarily suspend all business operations.  Within the sub-sample of women-led 
MSMEs, 27 per cent had partially halted or scaled back their business operations, and 23 per cent 
had temporarily suspended all business operations. 

Figure 7. MSMEsΩ operating status due to COVID-19 

 

 

The COVID-19 pandemic has caused numerous difficulties for MSMEs, many of which are inter-
related.  Overall, COVID-19 has caused three broad difficulties for Vietnamese enterprises:  

Firstly, business activities have decreased, along with aggregate demand. No less than 96 per cent 
of respondents reported that they had seen a contraction in their profit margins.  A further 50 per 
cent or more reported: i) disruptions to their business activities stemming from the virus, and various 
policy measures such as travel restrictions, social distancing rules and other protocols enacted to try 
and arrest the spread of the virus; and ii) delays in payments and declines in revenues, as clients and 
customers sought to defer payment, and/or negotiate a drop in prices.  Just over a third (36 per cent) 
of MSMEs surveyed reported that clients and customers were cancelling contracts or bookings, over 
half (51 per cent) of enterprises were experiencing late payments from customers and clients, and a 
further 31 per cent reported that customers were seeking to re-negotiate down prices. 

Secondly, shortages of working capital for production and business.  Forty-two per cent of 
enterprises reported being short of working capital and facing difficulties in covering their 
operational costs.  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 declines, and revenues 
contract as a result, this rapidly becomes a cash flow crisis.  It therefore comes as little surprise that 
the single most common impact has been on άthe bottom lineέ, as profit margins have been 
hollowed out. 

Thirdly, firms have been facing labour shortages, due in part to the need to furlough non-essential 
staff, in a bid to reduce costs.  Roughly a third (33 per cent) of MSMEs surveyed said that they had 
been forced to cut the number of employees, and a similar proportion (34 per cent) of enterprises 
said they were experiencing labour shortages.  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 result, MSMEs are struggling to maintain business operations, and it also 
means that they could be poorly positioned to ramp up activities again as-and-when market demand 
improves, and orders resume. 

Interestingly, only a relatively small proportion of firms cited difficulties with input supplies, whether 
from domestic or overseas sources (14 per cent of enterprises reported a shortage of domestic 
inputs, and 7 per cent reported a shortage of imported inputs).  This is likely to reflect the fact that 
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