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Domestically, the Vietnamese government has introduced measures to alleviate the negative impacts
of the COVID-19 pandemic on the people and businesses. In this picture, a man crosses a road in
front of cafes and eateries, closed due to Covid-19 coronavirus restrictions, in Hanoi on February 17,
2021. Photo: Manan VATSYAYANA, AFP.
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EXECUTIVE SUMMARY
•

Vietnam’s economic growth in 2020 declined sharply due to the Covid-19 pandemic,
from a high of around 7 per cent to 2.91 per cent. This is better than many other
countries where growth rates were negative.

•

The Covid-19 pandemic has affected the economy on both the supply and demand
fronts. On the demand front, aggregate demand comprising consumption, investment
and exports has declined, with the tourism and food and beverage sectors the worst
affected.

•

On the supply front, the pandemic and social distancing measures have disrupted supply
chains inputs and labour supply. According to a General Statistics Office survey, 85.7
percent of businesses were affected by Covid-19.

•

Poverty and near-poverty rates worsened across Vietnam, with migrant and ethnic
minority households disproportionately affected.

•

Domestically, the government has introduced measures to alleviate the pandemic’s
negative impacts on the people and businesses. Beyond the pandemic, it will have to
tackle persistent challenges such as poor infrastructure, lack of quality human
resources, and underperforming state-owned enterprises.

•

Externally, the Biden administration’s economic, trade and human rights policies
towards Vietnam bear watching.
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IMPACT OF COVID-19 ON VIETNAM’S ECONOMY
Before the advent of Covid-19 in early 2020, Vietnam’s economic growth was generally
trending upwards and remained high, averaging around 7 per cent in the last three years (20172019). The Covid-19 pandemic, however, has had a negative impact on the economy, which
saw growth in 2020 slumping to 2.91 per cent, the lowest level in 10 years (2011-2020).
Graph 1. Vietnam's Economic Growth, 2011-2020 (%)

Source: General Statistics Office of Vietnam (GSO)
The pandemic’s impact on the Vietnamese economy can be examined on both the supply and
demand fronts. On the demand front, the pandemic and the social distancing measures
mandated by the Prime Minister’s Directive No.16/CT-TTg in early April 2020 caused a strong
decline in domestic consumption. Major economies (such as the United States, China, EU,
Japan, and South Korea) were also severely affected by the pandemic and the implementation
of social distancing measures within their own borders, leading also to a decline in economic
growth; this meant a decrease in import demand, including for Vietnamese goods.
According to projections by Vietnam’s General Statistics Office, the retail sales value of goods
and services is set to increase by 2.6 per cent in 2020, compared to 2019. However, a decrease
is expected if the price factor is excluded, with a decrease of 1.2 per cent in 2020 compared to
an increase of 9.5 per cent in 2019.1 Revenue from accommodation and catering services also
decreased in the first six months of 2020, falling by 18.1 per cent compared to the same period
in 2019. Tourism revenue fell by 53.2 per cent in the first six months of 2020, and was the
sector most severely affected by the pandemic and the implementation of social distancing
measures.
With regard to investment demand, total investment increased by 5.7 per cent in 2020 – the
lowest increase in the 2011-2020 period. This comprised investments from three main sources
– the state sector, which increased by 14.5 per cent; the non-state sector, which increased by
3.1 per cent; and foreign direct investment, which decreased by 1.3 per cent.2 This is a notable
fall compared to 2019, when total investment increased by 10.2 per cent compared to 2018.
Thus investment demand growth came largely from the state sector, with on-year growth
increasing from 2.6 per cent in 2019 to the abovementioned 14.5 per cent in 2020. This
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highlights the important role the state has played in limiting the decline in aggregate demand
during this period of economic uncertainty.
There was also a slight decrease in export growth. In 2020, Vietnam’s total export turnover
increased by 6.5 per cent compared to 2019, of which exports by the domestic sector decreased
by 1.1 per cent and the foreign-invested sector (including crude oil) increased by 9.7 per cent.
In contrast, in 2019, total export turnover increased by 8.1 per cent compared to 2018, of which
exports by the domestic sector increased 17.7 per cent and the foreign-invested sector
(including crude oil) increased 4.2 per cent. This fall in overall export growth in 2020 illustrates
how the pandemic’s negative impact on investment and the global value chain also affected
Vietnam’s exports.
In sum, the Covid-19 pandemic has reduced aggregate demand (consumption expenditure,
investment, and exports) growth as well as slowed down production and economic growth. The
government is thus currently in the midst of implementing measures aimed at stimulating
aggregate demand and restoring economic production.
On the supply front, the pandemic and social distancing measures have disrupted inputs for
supply chains and labour supply. For instance, automobile manufacturers such as Honda,
Nissan, Toyota, Ford, and Hyundai have halted production in Vietnam due to the scarcity of
input components as well as the social distancing measures. Operations are only likely to
resume when social distancing restrictions are lifted and supply chains are reconnected.
Many enterprises, especially those that rely on foreign specialists and workers, have also been
heavily affected by Covid-19 due to a shortage in labour supply. The cost of labour for
businesses has further increased due to the need to provide masks, disinfectant liquid, and the
implementation of safety measures to prevent the spread of the virus.
According to a 2020 survey by Vietnam’s General Statistics Office, 85.7 per cent of businesses
have been affected by Covid-19. The construction and service sectors have been the most
affected, with 86.1 per cent and 85.9 per cent of businesses being hit respectively. In the
agriculture, forestry and fishery sector, the proportion of businesses affected by the pandemic
was lower, at 78.7 per cent. However, there were specific industries such as aviation,
accommodation services, catering services, travel services, education and training, textiles,
leather production, leather products, electronic manufacturing, and car manufacturing which
had over 90 per cent of businesses affected by the pandemic. These industries were heavily
affected by disruption in global and regional supply chains as well as the implementation of
social distancing measures.3
Classified by size, micro firms saw the biggest drop in revenue, followed by small, medium,
and large firms. Given that the vast majority of businesses in Vietnam are micro and smallsized ones, the pandemic has therefore affected a vast number of businesses in the country.
However, there has also been a small proportion of firms which have found opportunities from
the pandemic. These businesses operate in industries such as insurance, health care, postal and
delivery services, e-commerce, and information technology, which benefit from the increase
in online transactions. In particular, social distancing during the pandemic has encouraged
consumers to stay home, search for goods on the internet, and place orders online. This
consumer trend promotes e-commerce and logistics services.
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From a social perspective, the loss of income brought about by the pandemic has raised the
poverty rate and near-poverty rate in Vietnam. According to a 2020 survey conducted by the
UNDP and UN Women in Viet Nam, the proportion of income-poor households in Vietnam
increased dramatically from 11.3 per cent in December 2019 to 50.7 per cent in April 2020.
The proportion of near-poor households increased from 3.8 per cent to 6.5 per cent across the
same time period. 4 More importantly, the survey also highlighted that ethnic minority
households, households with informal workers, and migrant families have been
disproportionately affected by the pandemic. The survey estimates that ethnic minority
households’ income in April and May 2020 dropped by 75 per cent and 64.3 per cent
respectively compared to December 2019 income levels, while income loss for the Kinh-Hoa
majority5 was less at 69.7 per cent and 48 per cent respectively. Likewise, migrant households
experienced income loss of 74.9 per cent and 56.8 per cent respectively, while non-migrant
households’ incomes dropped 69.2 per cent and 47.5 per cent respectively.
Macroeconomic stability in 2020 was negatively affected by Covid-19 in 2020, although
inflation remained low under 4 per cent. The budget deficit increased sharply (from 3.36 per
cent of GDP in 20196 to 4.49 per cent of GDP in 20207) due to an increase in government
spending for pandemic-related financial support for citizens and businesses. Accordingly, debt
indicators for 2020, namely public debt (as percentage of GDP), foreign debt (as percentage of
GDP), government debt payments to total budget revenue, and foreign debt repayment (as
percentage of total exports) all increased compared to the previous year (see Graph 2 below).
Covid-19 has affected all aspects of socio-economic development such as economic growth,
trade activities, labour, employment, and income of workers. To mitigate this disruption, the
Vietnamese government has implemented a series of timely and strong measures aimed firstly
to limit the spread of the virus and then secondly to promote economic development. The
measures have shown initial success at controlling the spread of the virus, with Vietnam having
come close to completely halting local transmission.
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Graph 2. Public Debt, Foreign Debt, payment of government debt (in percentage)

Note: figures in 2020 are estimated by Government.
Source: Government’s report (2020)8
SOLUTIONS AND PROSPECTS FOR VIETNAM’S ECONOMY
Vietnam’s economy grew by 2.91 per cent in 2020, significantly below the target of 6.8 per
cent set at the beginning of the year. However, this is nonetheless a very impressive result,
given the current global economic slump. According to The Economist, Vietnam is among the
16th most successful emerging economies in the world, and has the potential to close the income
gap with some developed countries during the Covid-19 pandemic.9 This is due largely to
Vietnam’s success in controlling the spread of the pandemic and mitigating its negative
impacts. In addition, because of the pandemic, Vietnam is now more determined to transform
its economy through innovation and digitalisation.
Given Vietnam’s strong economic fundamentals and in preparation for the all-important fiveyearly 13th Party Congress that was held in early 2021, the Vietnamese government has paid
particular attention to the twin goals of controlling the pandemic while promoting economic
growth. On the economic front, the government has proposed various monetary, fiscal, and
social security policies to help businesses and citizens tide over the most difficult period of the
Covid-19 shock. Firstly, monetary measures include a credit policy package which aims to
restructure debt and reduce interest rates for the total outstanding loans; secondly, a new loan
package with a total committed limit of about VND 300,000 billion (US$13 billion) with a
preferential interest rate of 1-2.5 per cent per year, much more favourable than the normal
credit scheme of 4.5 per cent per year; thirdly, a fiscal package with a total value of VND
180,000 billion (US$7.8 billion) including deferral of tax and land rental payments for
6
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enterprises (extension of payment deadline to five months);10 and fourthly, a social security
package worth VND 62,000 billion (US$2.7 billion) for more than 20 million workers and
disadvantaged citizens.
This provides financial support for a maximum of three months to workers who are
unemployed or underemployed because of Covid-19; to employers who face difficulties in
paying salary to workers; to individual business households which have ceased business
operations; and to disadvantaged groups.11 These measures are expected to remain in place for
some time.
Although the impact of the abovementioned measures cannot be adequately assessed yet, the
support package, especially the social security package, has already reached many
disadvantaged groups such as poor households, near-poor households, and families recognised
for their meritorious service to the country.12
On the healthcare front, the Vietnamese government has implemented strict and proactive
measures to curb the spread of Covid-19 across the country and to quickly isolate cases when
they occur. 13 Due to the government’s consistent implementation of these containment
measures, the situation is now largely under control. If there are no further mass outbreaks and
support packages and policies continue to stimulate the economy, the possibility of economic
recovery is very high.
The shock from the Covid-19 pandemic is likely to pass, but the Vietnamese economy will still
have to grapple with uncertainties and challenges that are expected to linger on. One key
uncertainty is the new Biden administration’s policies towards the region in general, and its
orientation towards Vietnam in particular. Will the US-China trade war escalate or cool with
Biden at the helm, and what are the implications for Vietnam? What will the Biden
administration’s trade and investment policy towards Vietnam be like? Will it follow up with
additional trade sanctions after the US Treasury Department labelled Vietnam a currency
manipulator in December 2020? 14 How will Vietnam respond if the Biden administration
decides to take a tougher stance on human rights issues?
Challenges for Vietnam in the next few years will include problems that had persisted way
before the pandemic but have yet to be resolved. These include the wanting quality of
infrastructure, which ranks 77th amongst 141 economies; the lack of high-quality human
resources, which ranks 93th,15 and the slow pace of state-owned enterprise (SOE) reforms.
Vietnam had targeted to equitize 127 SOEs between 2017-2020, but as of June 2020, however,
only some 28 per cent of this target has been achieved.16
In general, the Covid-19 shock has had a negative impact on most enterprises across different
industries. Although the government has introduced measures to support businesses, global
and regional production networks and value chain supplies are still disrupted. Support packages
by the government thus can only partially relieve the pain and loss of businesses and
employees. Such difficulties will accumulate in the coming years as the government attempts
to restore the economy and stimulate production, while coping with the unpredictable
developments that will accompany the change of power in the United States. At the same time,
it also has to tackle the abovementioned chronic problems to promote sustainable economic
growth.
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