
COVID-19 POLICY
RESPONSE NOTES #4

How to jump start 
Vietnam's economy?
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COVID-19 has caused an unprecedented
shock to the global economy. While
Vietnam has shown resil ience, the
pandemic has resulted in a supply shock
as regular work and supply chains are
disrupted. It has also caused a demand
shock as people cut back their
consumption of several services and
commodities, not only for restaurants
and travel, but throughout the economy
given their extreme uncertainties about
their economic future. So far, the
Government has been very effective in
containing the pandemic with a l imited
number of cases and no registered
deaths. The Government has also been
active in providing immediate support to
the most affected people and
businesses through the easing of
monetary and credit policies as well as
the implementation of a series of f iscal
measures. 
 
Hopefully the economy will withhold and
start to rebound gradually. But it won’t
be easy to restart a modern
interconnected global economy while the
world awaits the arrival of a vaccine that
has yet to be discovered. Recovery wil l
begin when health officials can assure
people that the new coronavirus has
been contained and the mainstream
availabil ity of test kits, both to identify
the infected and people with antibodies.
 
The good news is that the right response
from the government, businesses, and
individuals can contribute to a sharper,
stronger, and more sustainable
recovery. Ideally, this phase wil l target
sectors and activit ies that create
jobs and improve longer-term
productivity and growth, such as
infrassuch
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1. This note was co-written by Keiko Inoue and Jacques Morisset, with inputs from Ahmed Eiweida, Rahul Kitchlu, Steffi
Stallmeister, Alwaleed Alatabani, Huong Thi Lan Tran, Lien Anh Pham, Viet Anh Nguyen, Brian Mtonya, Duc Minh Pham, Helle
Buchhave, Harry Moroz, Nga Thi Nguyen, Indhira Santos, Achim Schmillen, Michael Weber, Hardwick Tchale, Lan Thi Thu
Nguyen, Diji Behr, Binh Thang Cao, Anna Wielogorska, Cung Van Pham, Quang Hong Doan, Dung Viet Do and Shigeyuki Sakaki.
It benefitted from the guidance of Ousmane Dione and Kyle Kelhofer. The note is based on a series of background papers on: (i)
government procedures, (ii) public investments, (iii) digital agenda, (iv) jobs and human capital, (v) tourism, (vi) agriculture and
aquaculture, and (vii) transport. The background papers provide deeper analysis on each topic and are available upon request.
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infrastructure, innovation, health, and
education. There wil l inevitably be tough
decisions to make about whom to target
for support, why, and how.
 
Recovering normal staffing levels,
inventory, supply chains, revenues, and
financing options wil l l ikely take
companies time after weeks or even
months of inactivity. So wil l
implementing and harmonizing
government policies designed to get the
global economy humming again. The
Government should start defining the
fiscal stimulus package now and prepare
a roadmap for the recovery phase since
it takes time to organize a coordinated
effort across government agencies and
between the central and local
governments as well as with the private
sector.  Some reforms might require
legal changes that wil l have to be
processed through the National
Assembly. There are also many
complementarit ies between current
measures used to contain the health
crisis and those that wil l help the
recovery of the economy. And at same
time, in this post COVID-19 outbreak
global economy, there may be new or
accelerating trends that Vietnam can
leverage, including the reconfiguration
of value chains by various multinationals
that wil l be seeking to reduce their
dependence on China and the
development of new markets for food
and manufacturing products that remain
in high demand across the world while
other supplier countries suffer from
major disruption. These emerging
opportunities wil l be discussed in the
next policy #5 note under preparation.
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The priority should be first and foremost
to bring people back to work even if the
Government has so far been active in
protecting jobs through a series of
targeted measures. According to the
Vietnam Chamber of Commerce and
Industry (VCCI), approximately 25
percent of its members have reduced
their labor force or cut salaries, while
about 60 percent adopted flexible or
reduced hours and/or training for their
employees. Securing jobs is essential
for economic and social reasons.
Economically, it wil l stimulate both
aggregate supply and demand. Socially,
it wil l ensure cohesiveness and
solidarity. To achieve this objective the
government has several instruments at
hand but wil l need to demonstrate fiscal
responsibil i ty and leadership. While
more spending might be required,
 vernment

the authorit ies should do so in a way
that wil l not compromise future
generations by excessive borrowing.
Decision makers wil l also need to
explain trade-offs, notably through a
smart communication strategy, to
adequately manage expectations.
 
Within this context, this policy note
proposes a menu of policy actions that
the Government could consider for
jumpstarting the recovery of the
economy in the next few months . This
menu covers four main areas, which are
by order of presentation: (i) optimizing
the use of public investment as a fiscal
stimulus; (i i) making the most of the
digital agenda by reducing transactions
costs for both the government and
businesses; (i i i) protecting and creating
jobs and boosting human capital; and
(iv)
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Guiding principles for jumpstarting the economy
 
Better to do too much rather than too little, while prioritizing the vulnerable. The cost of
doing too much is the time value of money, which right now is negative given the low or even
negative real interest rates. The cost of doing too little could potentially be enormous both in
terms of immediate human suffering and a prolonged economic crisis that exceeds the one in the
wake of the global financial crisis. In the context of doing more rather than less, the Government
should err on the side of addressing the needs of vulnerable populations including the poor,
women, people with disabilities, and youth. Another example is people in the Mekong region who
are facing the worst saline intrusion in a decade, in addition to negative impacts of the pandemic. 
 
The whole is bigger than the parts. The combination of multiple interventions is likely to have
the largest impact through the development of synergies. For example, public works could help
provide income to local communities, provide necessary infrastructure and services, and boost
aggregate demand simultaneously. Some of these programs could aim at restoring or cleaning
tourism locations, contributing to the recovery of this sector. 
  
Low-hanging fruits and fiscal responsibility. The initial focus should be on reforms that can be
most easily achieved as restoring trust will create a virtuous circle through which early positive
results will reinforce the drive for reforms over time. At the same time, attention should be on
reforms that are not fiscally expensive but likely to produce great benefits such as the
development of digital payments that mainly requires changes in existing regulations.

2. Our recommendations are partly based on the analytical framework proposed by the World Bank that advocates for the
inclusion of short but also long-term objectives in the recovery effort. The short-term objectives focus on job creation, economy
impact and timeliness, while the longer terms ones emphasize resilience, greening and sustainable growth.
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Concerted response is needed
 from the Government
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https://blogs.worldbank.org/climatechange/planning-economic-recovery-covid-19-coronavirus-sustainability-checklist-policymakers?cid=ECR_E_newsletterweekly_EN_EXT_SM2020&deliveryName=DM60534.
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Intervention Objective Key considerations Examples

• Accelerate and improve development impact of
large infrastructure projects in transport,  energy,
telecom, and water .
• Deploy “shovel ready” public works programs that
target the unemployed or underemployed within
vulnerable populations.
• Provide soft skills and digital skills training to low-
skilled workers.

• Republic of Korea devoted nearly 80% of its post
2008-09 crises response stimulus to clean energy and
climate change. 
• Indonesia, the Philippines, Thailand, and
Vietnam all allocated significant funds to small
infrastructure programs in reaction to the 2008-2009
global economic crisis.

Create direct and
indirect jobs and

improve
infrastructure and
service delivery

Facilitate both
large and

small-scale
community

projects

Reform public
investment

management
cycle

Enhance fiscal
sustainability and

allocative
efficiency

• Accelerate implementation of PIM law 
• Expedite funds transfer and procurement processes
• Enhance capacity of local governments
• Streamline ODA disbursement   

• The EU, Colombia, Canada issued several
flexibilities under the public procurement framework
• OECD countries created coordinated frameworks to
develop public investment strategy and establish e-
gov platforms for transparent project selection,
appraisal, and implementation

• Scale up mobile phone e-payment to achieve
financial inclusion
• Enhance digital trade and logistics
• Streamline business processes with digital platforms
• Improve government effectiveness through digital
platforms and ID databases 

• African/Asian countries simplified e-KYC
requirements
• China, EU use technology to improve tax filing and
management
• UAE and UK use digital authentication processes
• COVID-19 Credentials Initiative proposes an
“immunity passport” 

• Protect vulnerable households through safety nets
in the short run; also protect and create jobs and
minimize income loss through wage subsidies 
• Deploy employment services and reskilling and
upskilling programs to reconnect vulnerable
unemployed workers to jobs
• Stimulate employment demand in hard-hit sectors
through support to firms
• Enhance resilience of health and education service
delivery 
• Target policies to the poor, disabled, women, and
youth

• Republic of Korea is providing retention subsidies
of 66-90% of wages for 3 months
• China is providing transportation and employment
services to internal migrants, using unemployment
insurance funds to provide online training and
expanding online recruitment and jobs guidance
• Both countries have also established guidelines for
re-opening schools

• Focus first on reviving domestic travel, then
international 
• Build a strong foundation through improved public
health measures and real-time data of the sector 
• Improve quality of a selected tourism destinations in
high demand through strategic investments 
• Enhance capacity of tourism operators to adjust to
dynamic context

• Identify and then provide a comprehensive package
of support to operators that are most affected while
also likely to rebound
• Reassure users by establishing public health and
safety protocols
• Leverage digital technologies to enhance efficiency 
•Continue to focus on investments that are
responsive to climate change, energy efficiency, and
disasters

• Singapore is providing public financing or supplies
to enhance health measures of hotels
• Georgia focused on sustainable tourism, cultural
heritage, and urban regeneration during its economic
recovery after 2008-09 

• The UK announced a series of financial support
instruments for transport companies during the
ongoing pandemic

Accelerate
operationalization
of digital agenda

Reduce
transaction costs
while enhancing
efficiency and
transparency

Support
targeted jobs
retention and

recovery

Develop
proactive

strategy for
reviving

tourism and
transport
sectors

Protect and
create jobs and
minimize human

capital loss,
especially for

vulnerable
populations

Stimulate
demand for

tourism services

Enhance
resiliency of the
transport sector
while improving

connectivity

Area 1: Optimizing the use of public investment as a fiscal stimulus

Area 2: Making the most of the digital agenda

Area 3: Protecting and creating jobs and boosting human capital 

Area 4: Supporting private sector in labor intensive sectors 

(iv) supporting private sector activit ies with a focus on sectors most affected by COVID-19. The
summary of our main recommendations is presented in the table below.
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The textbook response for boosting an
economic recovery is for the
Government to use a fiscal stimulus
package to spend more, notably on
capital investment projects. Not only can
the authorit ies directly choose the
projects that they want to implement but
an increase in construction creates the
typical Keynesian multiplier that is
needed for the economy. In Vietnam, it
is estimated that a 10 percent increase
in the disbursement of public investment
leads to a 0.6 percent increase in GDP
growth.
 
The effectiveness of public works
investment is magnified when the
authorit ies do it in a way that
guarantees fiscal sustainabil ity and
improves both allocative and financial
efficiency. The Government aims to
accelerate the execution of the
approved Medium-Term Investment Plan
(MTIP) for 2016-20 and its accompanied
annual budget, which has been low in
recent years, rather than launching new
projects.  This prudent approach should
keep the fiscal deficit within the l imit of
the budgetary envelop approved by the
National Assembly, therefore reassuring
the markets while not crowding out a
potential effort by the private sector to
enhance private investment.
 
The focus should be therefore on
allocative efficiency of public investment
or making sure that the resources wil l
be used on projects that wil l contribute
the most to the economic recovery and
job creation. In addition, the distribution
of public investments should account for
the urban-rural divide and priorit ize the
most affected locations such as the
Mekong region, the poorest provinces,
and the urban areas with high density
populations. A new era of public
investments  incorporate 

investments provides an opportunity to
incorporate principles of sustainable
growth, such as climate resil ience, more
inclusive growth, gender equality, etc.
as part of the core design.
 
The main recommendation is to use a
combination of large and small-scale
public works and community projects.
The big projects present the advantages
of creating direct and indirect jobs, and
they wil l demonstrate the Government’s
commitment to a broad audience.
Ideally, the authorit ies should focus on
big projects that address the challenge
of national backbone connectivity as
well as multi-modal transport network
that wil l be at center of the post-COVID-
19 agenda.
 
Public investments in large
infrastructure projects such as the
North-South Expressway and national
highway development, the Ho Chi Minh
City and Hanoi airports expansion,
metro railways in Hanoi and Ho Chi
Minh City and public
transport/connectivity improvement
around large ports such as Cai Mep-Thi
Vai and Lach Huyen can have a
multiplier effect and provide direct and
indirect jobs, enhance the fundamental
connectivity, and stimulate demand for
local contractors and get the factories
producing again. The overall effect
would be to counterbalance the multiple
social and economic impacts resulting
from COVID-19. This would also entail
providing appropriate investment
support for upgrading the backbone
IT/telecommunications network
capabil it ies (scaling-up 4G/5G
technologies) as well as expansion of
network coverage at increased
broadband speeds across lagging parts
of the country. Over time, of course,
attention

COVID-19 POLICY RESPONSE NOTES
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Area 1: Accelerating the execution of the
investment program 
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attention wil l have to be given to energy
and water/sanitation sectors through
SOEs and partnership with the private
sector (through the new Public Private
Partnerships (PPP) Law under
preparation) to address growing
concerns in terms of production,
distribution, and sustainabil ity on the
environment. Projects could be
designed to be sensitive to social
distancing requirements.
 
The development of small-scale and
community level projects, mostly
through public works, should also be a
priority for local authorit ies. Those have
proved their usefulness in upgrading
and maintaining infrastructure at the
local level, especially given that local
governments are responsible for almost
75 percent of public investments in
Vietnam. These projects wil l improve the
living conditions of cit izens, productivity
of micro and small enterprises, and also
contribute to the tourism sector
development and social protection
agendas, as they wil l provide jobs to
unemployed or underemployed workers,
including those affected by the COVID-
19 crisis.
 
Two elements are important to get right:
good program design and early
identif ication of “shovel-ready” public
works. These public works could
include: (i) spatial restoration, soil
conservation, erosion reduction and
climate mitigation/adaptation programs
particularly in the Mekong Delta region,
(i i) public health-focused service
delivery at grassroot levels including
increased access to COVID-19 testing
so workers can confidently return to
their jobs, (i i i) disinfection of schools
and health surveil lance as students
return to school, and (iv) targeted
investment in municipal and resil ience
infrastructure and livabil ity improvement
which can also help improve tourist
attraction (sanitation facil i t ies, parks,
public

Implement faster and more effectively
the revised Public Investment Law,
starting with the preparation of the
next MTIP for 2021-25 with priority
given to both national and
subnational projects referenced
above. A systematic and agile
mechanism to update the MTIP on an
annual basis should be developed by
the Government. The updating
mechanism should allow for
identifying and then cutting back
funding for low performing/slow
implementing projects, while giving
allocations to high performers as well
as new impactful investments that wil l
have been approved for inclusion in
the MTIP.

Facil itate quicker transfer of funds to
priority projects through streamlined
budget reallocation and additional
allocation to reflect project
disbursement needs. The reallocation
of capital budget both within and
across level-1 spending units
(ministries, provincial authorit ies)
should be init iated as early as
possible

public buildings). Training programs in
soft skil ls and digital skil ls can be
incorporated into public works projects
to improve employabil ity during
recovery. Again, projects could be
designed to be sensitive to social
distancing requirements.
 
Concurrently, there is space for
improving financial efficiency. As
targeted public investment programs are
identif ied, it wil l be crit ical to ensure
that they receive sufficient and timely
funding for expedited implementation. In
other words, disbursement of public
investment must be accelerated
substantially to assure development
impacts in the recovery period. Our
recommendations span the public
investment management cycle and
include:
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possible to give sufficient t ime for
implementing agencies to disburse
additional allocations within the fiscal
year.

Accelerate procurement by allowing
for the undertaking of advanced
procurement activit ies. This would
allow executing agencies to prepare
detailed bidding documents before
final project approval and/or budget
allocation. Projects that are already
included in the MTIP should be
eligible for accelerated procurement
activit ies and should receive timely
and sufficient budget to carry out
such preparatory activit ies. Advanced
procurement prior to loan
approvals/signing are particularly
important for accelerating ODAfunded
projects. A clear guideline on
advanced procurement wil l be
needed. 

For ODA funds that are on-lent,
provide upfront guidance to local
governments on the on-lending
appraisal processes. It is also helpful
to allow individual provinces 

 

Streamline ODA disbursements by
ensuring consistency and clarity of
roles and responsibil i t ies of various
agencies involved, and significantly
streamlining and reducing the number
of approval steps through delegation
to lower levels of government to the
extent possible. Electronic processing
of disbursement procedures (including
withdrawal applications) should be
enhanced for improving efficiency.

Put in place a platform to monitor
closely implementation/disbursement
performance of public investment
projects at both central and local
levels to enhance accountabil ity.
Close performance monitoring,
together with efficient budget
reallocation mechanism based on
performance, would also help
incentivize fast disbursing projects,
while identifying problem projects for
mitigation.

 

participating in an ODA project to
move ahead with on-lending
procedures and to start disbursement
should they become ready.

Area 2: Making the most of the digital agenda

The recovery effort should minimize
transaction costs and bureaucratic
procedures. As other countries have
done in response to the COVID-19
crisis, the Government could leverage
the opportunity to modernize its
information and communication systems,
leading to more coordinated decision
making and rapid implementation. It can
build on its excellent management of the
health crisis when the country has put
its high penetration of mobile phones
and internet to great use, alert
notif ications and reminders are regularly
circulated by text messages, and there
are mobile applications for universal
decla 

declaration and to keep tabs on the
pandemics development. 
 
The recovery effort should minimize
transaction costs and bureaucratic
procedures. As other countries have
done in response to the COVID-19 crisis,
the Government could leverage the
opportunity to modernize its information
and communication systems, leading to
more coordinated decision making and
rapid implementation. It can build on its
excellent management of the health
crisis when the country has put its high
penetration of mobile phones and
internet to great use, alert notif ications
and

How to jump start the economy?
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and reminders are regularly circulated
by text messages, and there are mobile
applications for universal declaration
and to keep tabs on the pandemics
development. 
 
Recent international experience has
demonstrated that transactions costs
could be effectively reduced by
digitalization. Digital tools not only
contribute to the reduction of delays for
businesses, but they also increase good
governance, accountabil ity and
transparency by l imiting face to face
interactions with government officials.
Governments can also provide faster
and more transparent services using e-
Government platforms, which improve
efficiency and reduce corruption
opportunities.
 
While the Government has put the
digitalization agenda at the center of its
development strategy, progress has
been unequal. The COVID-19 crisis
offers a unique opportunity to accelerate
its implementation as the associated
benefits are even greater than before.
The health crisis has demonstrated the
importance for businesses to provide
their employees with computing and
video technology for both at-office and
home-based work arrangements. Video
conferences are replacing shuttl ing back
and forth between North and South in
Vietnam, with enormous time savings
and huge cutbacks in air pollution from
jet engines. At the same time, educators
at nearly every level are scrambling to
replace classroom instruction with
distance learning alternatives including
online modalit ies. The Government has
been constrained in its ambition to
support affected informal businesses
and households because of the absence
of e-payment mechanisms through
mobile phones.
 
Digital technologies have already
demonstrated themselves to be game
changers

Achieve financial inclusion through a
close collaboration with mobile phone
operators to identify and create
transactional accounts that wil l be
able to receive cash payment. 
Decisions wil l also need to make clear
whom will be authorized to support
these payments and the modality for
delivery (e.g. card activation).

Enhance trade by the smart use of
disruptive technologies to streamline
processes through mobile registration
and payments and blockchains for
certif ication of origin and traceabil ity
of commodities. Several integrated
information databases (e.g., Vietnam
Trade Information Portal [VTIP] and
Vietnam Logistics Statistical System
[VLSS]) can be used to inform higher
performing traders and logistical
companies on recent trends and
information when rules and
regulation both

changers in crises, supporting  the
health response (e.g. telemedicine);
allowing firms to adapt to mobil ity
restrictions (e.g. home-based work,
mobile payments); helping SMEs survive
the downturn (e.g. FinTech); delivering
agricultural inputs (e.g. e-vouchers);
providing more effective operation of
social safety net programs (via mobile
payments); and sustaining education
efforts (e.g. education apps, online
content). Mainstreaming and developing
these digital technologies wil l in turn
help boost the recovery while creating
lasting efficiencies for both businesses
and the government.
 
An effective set of actions mainly require
strong commitment rather than financing
from the Government as most of the IT
infrastructure is already in place in
Vietnam. Mobile operators already own
most of the necessary technology that
wil l allow Vietnam to leapfrog into the
future. With strong Government
commitment, Vietnam can:
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One priority should be to complete the
national cit izen registry by quickly
digit izing the registrations of the
whole population, which has been
reportedly been done in almost all 63
provinces for some time, and verifying
them. A quick verif ication process can
be done by cross-referencing the
citizen data with the existing national
databases, such as the social
insurance database and the passport
one, to ensure highest possible
accuracy of the cit izen registry.
Frequent surveys of f irms and cit izens
on specific steps of doing business or
life events of cit izens could be
conducted with a new platform that
would l ink together the National
eService Portal and the Government
Information & Reporting System.
 
 
 

Area 3: Protecting and creating jobs and boosting
human capital

The negative impact of the COVID-19
outbreak on jobs has led to income loss
for many households putting at risk their
abil ity to make ends meet. MPI
estimates that the COVID-19 outbreak
could result in 1.5-2 mill ion workers
being furloughed and 250,000 becoming
unemployed , and the number of people
receiving unemployment benefits
increased 9.1 percent in Q1 2020
compared with a year ago . The impacts
are widespread, but are particularly
deep in tourism, transportation, and
export-oriented sectors where between
70 and 80 percent of f irms have scaled
back operations. These sectors alone
makend 

8

regulations are changing rapidly in
both Vietnam and its trading partners
under  the COVID-19 context.
 
Streamline procedures faced by
businesses through an online platform
that allow for e-registration and e-
payments over time. An immediate
step would be to allow for a single
combined registration of employees
with the Department of Labor and the
Social Insurance Fund through
effective information exchange
between the two agencies. Another is
to l ink all agencies involved in
starting a business through a single
window, with a pilot in HCMC. Other
measures could include streamlining
the process for building permits and
property registration through the use
of integrated data platform and
extend e-services (e-registration, e-
fi l ing, and e-payment) to household
businesses and individual taxpayers.

Improve Government effectiveness
through online platforms and digital
ID4D databases.

 

Deploy digital technology and
enhance partnerships with the private
sector to improve continuity and
quality of service delivery, including in
health and education. Further details
are in the next section.

make up 15 percent of all employment
in Vietnam, and 15 percent of all
employed women. 
 
Frictions in labor markets mean that
fir ing workers is easier than hiring
them, so employment tends not to
recover quickly after economic
shocks. These frictions may be more
severe in cases in which rural-to-
urban migrants have moved home as
a safety net after job loss and are no
longer close to their former jobs or
these jobs have disappeared
altogether, which may have a
disproportionate impact on women
migrants

3

4

3. http://hanoitimes.vn/vietnam-economy-ministry-estimates-2-3-million-workers-laid-off-in-q2-311650.html
4. https://en.vietnamplus.vn/unemployment-benefit-recipients-up-911-percent-in-q1/170606.vnp
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migrants formerly employed in factory
jobs. Vietnam’s l inks to the global
economy via trading relationships and
global value chains mean that ongoing
outbreaks and transmission control
measures outside of Vietnam could
delay recovery of employment in some
industries even as others recover. 
 
Beyond the immediate impacts on
income, job loss can have negative
consequences in the longer run.
Unemployment can lead to lower
earnings and worse labor market
outcomes in part because people lose
skil ls when they are out of work. These
effects can be particularly severe for
workers without access to safety nets
who resort to more severe strategies to
cope with income loss. In 2018, three-
quarters of workers in Vietnam did not
have access to benefits in the case of
job loss. Women are at particular risk in
this jobs environment since they are
overrepresented in the types of low-
paying, low-skil led jobs that are most
likely to be lost due to the impacts of
the COVID-19 outbreak. Women already
spend two hours more than men on
unpaid care, which has l ikely increased
due to school closures . Male job loss is
also associated with increased physical
violence against women, which may be
made even worse by quarantine and
mobility restrictions.
 
Income loss is particularly challenging
for households coping with the effects of
social distancing. While the
Government’s stringent social distancing
measures have contained the pandemic,
anecdotal evidence suggests a
reduction in health seeking behavior and
food insecurity may result in worsening
health indicators overall. Vietnam has
experienced one of the longest school
closures, and the learning loss is
compounded for children without
sufficient

In the short term, focus on protecting
workers and households from income
loss and protect jobs from being lost
through business closures and
downsizing. Provide wage subsidies
to incentivize firms to retain and hire
vulnerable workers. This support
should be provided in l ine with the
Law on Support to SMEs (2018),
which calls for preferential support to
women-owned businesses and/or
businesses with female employees,
and free training to employees from
women-owned businesses on start-up
and business administration skil ls.

Once the outbreak is contained, while
continued income support might be
needed, shift to policymaking that
jobs connects

sufficient access to technology or a
family environment that is able to
support home schooling. Household
financial fragil ity wil l l ikely result in
increased instances of child labor and
some children may never return to
school even when they reopen.
Therefore, enhancing income
opportunities by improving access to
jobs, particularly for the vulnerable, is a
crit ical step towards minimizing the
human capital loss due to COVID-19.
 
Actions to protect and create jobs, as
well as to boost human capital,
comprise of short and longer-term
measures. In both cases, efforts wil l
need to account for megatrends l ike the
growth of the knowledge economy,
automation, shift ing trade patterns, and
changes in how people work. Targeting
policies to vulnerable groups including
poor, low-skil led, or informal workers,
migrants, women, young people, and the
disabled can enhance their
effectiveness. Effective policies for
promoting jobs and boosting human
capital include:
 

 

5. World Bank. 2018. Vietnam’s Future Jobs: The Gender Dimension. Washington, D.C.: World Bank. 
6. ActionAid. 2016. “Make a House Become a Home.” ActionAid, Hanoi.
7. Bhalotra, Sonia, Uma Kambhampati, Samantha Rawlings, and Zahra Siddique. 2020. “Intimate Partner Violence: The Influence
of Job Opportunities for Men and Women.” Policy Research Working Paper 9118, World Bank, Washington D.C.
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During the crisis period, ensure safe
continuity of priority health services,
including crit ical care, vaccinations,
and reproductive, maternal and child
health. This includes continued efforts
to reduce stunting, particularly among
ethnic minorit ies. Engaging the private
sector to expand capacity effectively
wil l be crit ical, particularly in
mobil izing telemedicine and e-health.
In the post-crisis period, Vietnam
should continue to adopt a One Health
approach and manage zoonotic
transmission from animals to humans,
upgrade disaster risk management
systems, and adapt urban planning to
facil i tate disease control in
anticipation of future outbreaks.

Provide education remediation support
to make up for learning loss while
building a more resil ient distance
learning system across all levels of
schooling in the longer term. The
Government should enhance data on
learning loss resulting from extended
school closures, particularly among
vulnerable student populations, by
building on small scale rapid
assessments conducted by partners.
Also included in the crisis response
should be engaging with the private
sector to develop a mapping of
education technology companies with
distance learning delivery capacity, as
well as developing evidence-based
guidelines for a phased-in approach to
re-opening/re-closing schools that
priorit ize public health concerns. In
the medium term, the Government
should create a foundation for a more
agile education system including
enhanced training for school
administrators and teachers and
provision of digital infrastructure at
institutional (schools, universit ies,
VET) and student-levels, while
mitigating against negative impacts on
the most vulnerable students.
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connects the unemployed to jobs and
facil itates employment creation in
sectors where job growth is recovering
more quickly by improving information
flows and labor mobil ity. In particular,
employment services should be
provided to connect the vulnerable
unemployed with jobs, e.g. through job
matching assistance, labor market
information, and job search subsides.
Enhanced employment services could
target migrant workers who need to
reconnect with employers in primary
and secondary cit ies. The Government
can establish stronger partnerships with
private sector providers of employment
services, as well as introduce more
flexibil i ty in the legal framework to, for
example, allow furloughed employees to
work at second employers while the
economy recovers.
 
 
Provide training to develop the in-
demand kil ls of vulnerable unemployed
workers, e.g. by adjusting training to
demand in sector growing as the
economy recovers and focusing on
digital, socioemotional, advanced
technical, and entrepreneurship skil ls.
Subsidies in the form of vouchers could
be provided to finance training and act
as a wage subsidy to promote
employment of specific groups (e.g.
poor, low-skil led, informal, migrants,
women, young, disabled) or start-up
support for entrepreneurs.

Support to firms to stimulate demand in
hard-hit sectors, e.g. tourism, trade,
transport. Liquidity support to firms
should be targeted to ensure that SMEs
are given equal footing for survival.
Support can also include assistance to
develop digital platforms and payment
systems or to improve health and safety
standards. Finally, microcredit
institutions that combine credit with
business training could be leveraged to
reach microenterprises and household
enterprises.
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Area 4:  Supporting private sector activities with a
focus on most affected sectors by COVID-19

8. Overall, the Vietnamese agricultural sector has been insulated from the COVID 19 shock (with the exception of the aquaculture sub-sector with a
decline of approximately 15 percent in exports during the first quarter but partly because of salinity damages in the Mekong Delta region). Prices have
exhibited remarkable stability on both the local and international markets, suggesting a relatively low risk of value chain breakdowns in the near future, at
least as perceived by markets. On the supply side, inventories are generally high due to good recent harvest (notably of rice) and the outlook for 2019/20
is positive with expected record production in paddy of over 45 million tons, equivalent to 28.2 million tons of milled rice. Nevertheless, close attention is
warranted because any small disruption in this sector could greatly reverberate into the local economy as approximately four out of 10 Vietnamese are
employed in agriculture.

To avoid persistent negative effects on
the economy, it is crit ical to have viable
and dynamic firms. Governments have a
variety of tools to choose from to
support f irms, including financial
solutions, grants and fee reductions,
and cash transfers. As mobil ity
restrictions are eased, policies should
be refocused towards supporting
growth-oriented enterprises, promoting
reallocation of resources to more
efficient companies, restructuring firms
and avoiding measures that risk
propping up zombie firms. In the early
stages of recovery, many firms,
including larger corporations and SMEs,
may be facing the risk of insolvency.
Moreover, the negative effects on credit
markets, supply chains, and worker
productivity wil l dissipate only gradually.
There may be a change in consumer
behavior, and some firms, especially
SMEs, wil l need support to adjust
business models to a different economic
environment. The deterioration of f irm’s
balance sheets wil l affect f inancial
sector decisions and wil l increase risk
aversion parameters when extending
new credit. 
 
There are clear synergies between the
recommended measures discussed
above and the promotion of private
sector activit ies during the recovery
phase. For example, the acceleration of
the investment program can benefit
local f irms through direct contracting
and job creation. The implementation of
the digital agenda aims to reduce
transaction costs of private firms,
especially the smallest ones, in their
relationship with the Government. The
development of mobile money would
help household businesses and farmers
that
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that do not own a bank account, while
the protection and creation of jobs wil l
also help businesses through a
reduction of their labor costs. Boosting
human capital ensures a steady supply
of productive workers to the private
sector. 
 
Bringing people back to work wil l require
dynamic firms, especially in labor
intensive sectors. It is worth
underscoring that all sectors have not
been equally affected by COVID-19.
Some appear to have been relatively
immune like the agriculture sector .
Unfortunately, others have been harder
hit, including the tourism and the
transport sectors.  For this reason, in
addition to the cross-cutting measures
discussed above, it would be useful to
target these two sectors with a set of
specific interventions.
 
Tourism: thinking recovery in a
gradual way
 
The tourism sector was one of the most
dynamic in Vietnam before COVID-19,
expanding at a fast rate building on the
country’s natural assets and competit ive
prices.  As a result, this sector was
estimated to employ about 4% of the
county’s labor force in 2018, up from
less than one percent a decade ago. 
This sector was also one of the biggest
earners of foreign currency and
accounted for 8% of the country’s GDP
in 2018. However, it has been severely
hit by COVID-19 with the number of
foreign visitors fall ing from 1.9 mill ion in
January 2020 to just over 400,000 in
March 2020. The occupancy rate in
hotels dropped from 90 to 10% during
this period.  percent

8
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Unemployment and financial losses go
well beyond hotels and tour operators
as it also affects farmers and transport
operators due to backward and forward
linkages in the tourism sector.
 
The economic problems could persist
well after the pandemic is contained.
Health concerns may persist for months,
discouraging people from non-essential
travel. Reassuring potential travelers by
strengthening health measures (e.g.,
allocate resources to permit sanitary
use of transport services, including
provision of testing equipment under
post-pandemic conditions; strict
respect and enforcement of social
distancing measures; medical
certif icates) is paramount. Without such
confidence, most people would be
reluctant to travel, except for imperative
reasons. It would also not be realistic to
expect intertemporal substitution –
people making up for their missed
opportunities to go to hotels/restaurants
today by tapping extra heavily into the
hospitality services industry next year.
Furthermore, the Government wil l need
to consider the impact on vulnerable
workers in the tourism sector. Women
account for 68.3% of the workforce in
hospitality services and while recent
ecotourism trends benefited women and
ethnic minority communities in isolated
areas, the contraction in the sector due
to COVID-19 may reverse such gains.
 
For all these reasons, the Government
must develop a proactive strategy
through which the objective would be to
first stimulate the domestic, then global,
demand for tourism services. At the
same time, it wil l need to ensure that
there wil l be a sufficient number of
hygienic and financially viable
accommodations, tour operators, and
other tourism support service providers
to respond to the expected gradual
increase in demand.  The focus on
increase 

rebuilding the domestic tourism market
should init ially focus on business
related trips that are l ikely to rebound
first. The restrictions on international
trips wil l remain in place, as countries
will want to protect themselves from a
second wave of infections. Thus,
contrary to the SARS crisis, it is not
expected that international travel wil l
recover quickly to its pre-COVID-19
levels (as, for example, many
multinationals have already informed
their staff).
 
For domestic and international tourism
to emerge even more robustly, it wil l be
essential to improve knowledge of the
sector by collecting high frequency data
through pulse surveys and big data. The
COVID-19 crisis has modified the needs
of travelers and induced many
behavioral changes. The authorit ies wil l
need to assess, in close collaboration
with private associations, the financial
health of the sectors.  This assessment
should account for regional disparit ies
and the characteristics of each operator
(size, domestic/foreign, public/private,
etc.,). Efficient policymaking requires
updated information on both the demand
and supply of the sector.
 
Once these basic first steps are
completed, a more aggressive approach
can be elaborated to promote tourism
destinations and products. Such an
approach should combine actions to
reduce prices, while other wil l improve
quality. On pricing, the government can
use standard instrument such as
reduction of taxes. However, those
savings are not always passed on to
consumers and would reduce
government revenues. It could be more
effective to focus on the quality of
products. This can be done through a
promotion program such as the Ministry
of Culture, Sport and Tourism’s
"Vietnamese people travel in Vietnam"
Vietnam people
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approximately 3% of the labor force in
2019. Those relatively low figures mask
the total contribution of this sector to the
economy as connectivity is an essential
element of the movement of people and
goods. A good transport system
generates productivity gains for f irms
and households by allowing them to use
their resources more efficiently and
allocate those resources toward the
most productive activit ies. It also
enables regional l inkages within Vietnam
and reaching out to global markets.
COVID-19 has severely impacted
transport activit ies in Vietnam. The early
decision to restrict the mobil ity of
persons across borders, starting with
China and then gradually expanding to
other countries while also l imiting
domestic travel, has led to a severe
adjustment of many firms operating in
this sector. Even with relatively less
stringent restrictions on freight and
logistics, the demand for transportation
of goods has decreased substantially
due to the domestic economic slowdown,
as well as the disruptions caused in the
global value chains. However, there are
some segments, such as urban
deliveries of packaged food, dairy and
personal care items, which have seen an
increase in their activit ies.
 
The recovery of the sector is expected to
be slow and wil l be influenced by both
endogenous and exogenous factors.
Among the endogenous factors wil l be
the financial health of many operators
after months of declining activit ies. Yet,
as mentioned above, not all segments
have been affected the same intensity.
For example, airl ine companies (98
percent of aircraft are grounded) and
bus companies have been severely hit
by restrictions on passenger travel. Taxi
drivers have been at stand sti l l  in major
urban centers even if some have
reinvented themselves as home delivery
couriers. By contrast, many logistical
operators and freight operators have 
 been

Destinations with lower density of
people, such as remote localit ies, can be
promoted. The Government can also
enact guidelines that wil l ensure social
distancing in communal transportation,
hotels and restaurants. To build
synergies with the community public
work programs proposed earlier, the
cleaning of tourist destinations can lead
to an improvement in the quality of the
experience, in l ine with the longer-term
strategy to promote ecological tourism
and encourage repeat tourists in
Vietnam.
 
Equally important is that the branding
and promotion strategy be accompanied
by an effort to ensure that operators wil l
have the capacity to deliver their
services in the new environment. After
months of inactivity, many operators
(including transport companies) wil l be
bankrupted or close to bankruptcy with a
deterioration of their assets and few
employees ready to return. The
Government should envision support to
help firms to restructure their debt
profi les and address their l iquidity
challenges. This wil l prevent a surge in
insolvency fi l ings, value-destroying
liquidations, and asset f ire-sales, while
helping to preserve employment. Lastly,
the recovery of the tourism sector wil l
require more than attractive locations
and improved services. Potential
travelers should have easier access to
online information and digital booking
tools. Travelers could also be
incentivized by more flexible policies
regarding cancellations or changing
dates of their bookings. And, of course,
their decisions wil l be greatly influenced
by the availabil ity and quality of
transport services.
 
Transport: close and urgent attention
needed for distressed operators
 
Transport activit ies account for about
2.8% of Vietnam’s GDP and employed
2.8
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awareness) and workers at public
transport, airports and seaports, border
gates, and warehouses. However, it
should be recognized that the demand
for transport is generally the by-product
of the demand for goods and services by
customers. This dependence is best
i l lustrated by the tourism sector, as the
demand for transport wil l increase only if
people decide to travel. Similarly, if
people consume less, they wil l order
less products and so negatively the
demand for transport services.
 
As discussed earlier, COVID-19 can be
an opportunity to accelerate the
implementation of the digital agenda and
stimulate demand. Centralized data
platforms can support customized
responses in many ways. If a real t ime
analysis of big data in the Commercial
Vehicle Tracking System (CVTS) is
enabled, the authorit ies can efficiently
monitor and react to accidents, traffic
jams, and to the continued volati l i ty in
demand and supply. Traffic Management
Centers (TMCs) in major cit ies wil l allow
dynamic adjustment in managing urban
road traffic. A standardized Electronic
Toll Collection (ETC) System for toll
roads, and inter-operable electronic fare
payment systems for Metros, BRT and
buses would greatly improve user
convenience and management
efficiency, while removing human-to-
human contact.
 
The longer-term agenda of reforms
should not be forgotten in the effort to
jumpstart the sector. The development of
new transport infrastructure can be an
effective instrument to create jobs in the
short term, but those projects should be
implemented with the objective to
improve the environmental footprint. It
would be important to ensure that
investments in the recovery phase focus
are climate change responsive, energy
efficient, and disaster resil ient. This
would require accelerating investments
in

been less impacted as the volume of
merchandise exports has been resil ient
in Vietnam.
 
To revitalize this sector, the first action
by the Government should be to identify
the most affected operators and then to
ensure that they are in good enough
financial health to resume gradually their
activit ies. Support should be provided to
alleviate their cash flow constraints
through tax relief and debt restructuring
so they can pay for salaries and inputs
(such as gasoline). Some countries have
been innovative by distributing vouchers
to taxi and bus drivers. Storage
companies, which are part of the
transport value chain, could benefit from
lower electricity bil ls. The authorit ies
should direct their support toward
operators that are encountering
diff iculties to maintain their assets, such
as vehicles).
 
New technologies can also be used by
transport operators to reduce their costs
and to adjust to the new behaviors by
customers. Transactions costs of moving
merchandise can be cut by the use of e-
orders and e-payments as well as of
navigator systems. Due to remaining
restrictions on restaurants, the delivery
of food is expected to be on the rise,
justifying a greater emphasis on these
tools that favor just-in-time delivery of
goods.
 
Resuming transport activit ies wil l also be
determined by the demand of customers
that is influenced by exogenous factors.
The focus should remain in the first
stage on transportation of merchandise.
For passengers, l ike in the tourism
sector, it would be important to reassure
them by establishing specific protocols
to safeguard health and safety and
providing adequate measures and
equipment to check, disinfect, and
socially distance users (including
effective communication for user
awareness
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Next steps and World Bank support

The second is to continue to focus on
inclusive growth by boosting human
capital for vulnerable populations.
COVID-19 is f irst and foremost a health
crisis, and the Government’s proactive
reaction demonstrates its relatively high
level of pandemic preparedness. Yet the
stringent social distancing measures
required to contain the pandemic have
compromised other crit ical health
service delivery and the extended school
closures has produced massive learning
loss across all levels of education. Poor
and ethnic minority populations have
been hardest hit. Emerging stronger and
better means fortifying equitable social
service delivery now in anticipation of
the next pandemic or major disruption.

The third opportunity is to encourage
strategic planning that is both agile and
responsive to a dynamic national and
global context. This entails continued
efforts to l ighten bureaucratic burdens
and transaction costs for the
Government, the private sector, and
end-users. While the months ahead
remain uncertain and the economic
recovery may be slow, the Government
can enhance its coordination
mechanism, develop a phased-in plan
for recovery, and identify short and
longer-term instruments that can be
deployed to jumpstart the economy.
identify

 

The first is to embrace the disruptions
in order to incentivize innovations and
new behaviors to emerge stronger and
better. A good example is the digital
agenda, particularly in the
Government’s efforts to push for
technological solutions to include
hard-to-reach people in its income
support package and therefore
enhance overall f inancial and safety
net inclusion. Another is the
repositioning of Vietnam in the context
of shift ing global value chains while
building on its successful efforts to 

Restarting the economy will require a
concerted effort from the Government, in
close coordination with the private
sector and other stakeholders. Focused
attention should be given to timing as
containment and improved testing, and
ultimately progress towards a vaccine
for COVID-19 are foundational for the
deployment of these general policy tools
as part of the second phase of recovery.
Most of the actions on aggregate
demand are l ikely to be ineffective if
people cannot move or are afraid to go
back to work.
 
Moving ahead with a strong stimulus
agenda wil l not only contribute to the
economic recovery but it wil l also help
the Government to make progress on
several important reform agendas that
wil l determine the country’s trajectory
toward the longer-term objective of
becoming a high-income economy by
2045. Three priority agendas can be
incentivized within the COVID-19
context:
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in public transport systems, waterways,
alternative highway routes, and
secondary airports. The emphasis on
multi-modal network supporting trade
flows should also remain a priority, in
particular

particular those which can offer
transport solutions to access
international gateways and planning
industrial parks and economic zones
around high capacity transport nodes.

to contain the COVID-19 pandemic to
date. Vietnam is well positioned to
assure shaky investors and
multinationals who may be weary of
weaker responses observed in other
countries.
 
 

The entire World Bank Group – World Bank, IFC, MIGA – stands ready to help!
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