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FOREWORD
The Public-Private Partnership Working Group for the Sustainable Development of the
Garment and Footwear Industry in Vietnam (PPP-WG) was established in January 2016
with the initial participation of eight members including representatives from three
ministries: Ministry of Industry and Trade (MOIT), Ministry of Natural Resources and
Environment (MONRE), Ministry of Labor, Invalids and Social Affairs (MOLISA);
representatives of three associations: Vietnam Textile and Apparel Association (VITAS);
Vietnam Leather, Footwear and Handbag Association (LEFASO); Vietnam Cotton and
Spinning Association (VCOSA), a representative of international fashion brands (Marks
and Spencer is the representative from 2016-2018 and GAP is the representative from
2019 to present), and an international organization (the Sustainable Trade Initiative IDH). After more than 5 years of operation, as of now, the Group has had more than 20
members who are development partners and NGOs, such as: Better Work Vietnam, CNV
International, Fair Wear, CARE International, WWF, GIZ, and a number of businesses in the
garment, leather and footwear industries. Since its establishment, the Garment and
Footwear PPP-WG has been holding regular meetings to update on trends, activities and
cooperation to address issues related to the industry's sustainable development,
especially in terms of environmental and social sustainability.
In 2020, when the COVID-19 pandemic began to affect the garment and footwear
industry, the PPP-WG conducted a study entitled ‘The Garment and Footwear Industry in
the Covid-19 Crisis: Impacts and Solutions' to analyze the situations, identify the
upcoming trends, and propose measures for the recovery and sustainable development
of the garment and footwear industry in Vietnam. The report has been highly regarded by
businesses and partners in the industry. By 2021, before the 4th wave of the Covid-19
pandemic, which severely affected businesses and workers in the second and third
quarter, the PPP-WG conducted a second comprehensive study engaging enterprises,
brands and workers. The results of each survey and research phase were promptly
shared with the business community, state agencies and the media in October and
December 2021. The report entitled 'Against the Storm: Garment - Footwear Industry in
the 2021 Covid-19 outbreak Impacts, Lessons learnt and Prospects' are compiled from
surveys conducted between September and December 2021.
The sponsors for this research include CNV International, Fair Wear (FW), Center for
Development and Integration (CDI), Sustainable Trade Initiative (IDH), and the invaluable
support of the VITAS and LEFASO. This report was conducted by Dr. Do Quynh Chi,
Director of Research Center for Employment Relations (ERC) and the researchers and
staff of ERC, CDI, FW and CNV International. We appreciate the efforts of the consultants
during the survey, as well as the analysis, ﬁndings and recommendations from the
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research team.
However, to make the report's ﬁndings and recommendations more useful and timely, we
would like the PPP-WG members to continue sharing the report with other stakeholders,
partners, networks, brands, factories, domestic and foreign organizations to receive
more suggestions and support for the implementation of the recommendations
proposed in the report.
Sincerely thank you!

Ms. Ngo Thi Minh Huong
Director, the Center for
Development and Integration
(CDI)

Ms. Nguyen Thi Hai Yen
Representative,
CNV International
Vietnam

Ms. Duong Thi Viet Anh
Representative,
Fair Wear Vietnam

Mr. Truong Van Cam
Vice Chairman, (VITAS)

Ms. Phan Thi Thanh Xuan
Vice Chairwoman
(LEFASO)

Mr. Huynh Tien Dung
Country director,
Sustainable Trade
Initiative (IDH)
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Center for Development and Integration
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Comprehensive and Progressive Agreement for Trans-Paciﬁc Partnership

DIRWA

Department of Industrial Relations and Wage (under MOLISA)

SME

Small and medium-sized enterprises

EU

European Union

EVFTA

EU-Vietnam Free Trade Agreement

FW

Fair Wear
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Gross Domestic Product
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International Labour Organization
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International Monetary Fund
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EXECUTIVE SUMMARY
Following the surveys and research on the impact of Covid-19 on the garment and footwear
industry in 2020, the Public-Private Partnership Working Group for the Sustainable
Development of the Garment and Footwear Industry in Vietnam (PPP-WG) continued to
conduct surveys from September to December 2021 to comprehensively assess the
industry's impacts, response and recovery strategies in the 4th wave of Covid-19. The
research shows a number of key ﬁndings and lessons as follows:
•

Major export markets including the US, EU, and Northeast Asian countries recovered
quickly, but the supply chain faced risks of disruption such as sea transport crisis; major
Asian garment-producing countries such as India, Indonesia, Bangladesh, and Vietnam
were affected by the new Covid-19 waves. Many countries have to partially or
completely lockdown for weeks or months, causing disrupted production during the
peak season of the fashion industry. Meanwhile, China has faced widespread power
shortages, and the emergence of the Omicron variant casts a shadow on the global
economic recovery.

•

After a short Covid-19 outbreak in Bac Ninh and Bac Giang province, the southern
production center was heavily affected and social distancing measures were imposed.
Vietnamese enterprises were more negatively affected than FDI enterprises: 65.3
percent of Vietnamese garment and footwear enterprises located in the areas subject
to Directive 16 had to suspend operation, while that ﬁgure for FDI companies was only
36.4 percent. As much as 74 percent of workers in the industry in the area under the
Directive 161 had to stop working for more than 10 weeks. Enterprises scaled down to
between 20 and 30 percent operation capacity. The expenses for the stay-at-work
model reached over 20 percent of the total operation costs in nearly 40 percent of the
surveyed enterprises.

•

Up to 48.4 percent of enterprises experienced delays in delivery, nearly 20 percent had
orders canceled and 23.8 percent were not sure if they could complete orders by
September 2021. As a result, 68.1 percent of the surveyed enterprises had to pay air
freight costs for at least one delayed order. However, while the factories in the Southern
provinces were facing with difﬁculties in operation, those in the Central and Northern
regions were still performing well. The growth of ﬁber exports due to high yarn prices
resulted in the V-shaped recovery of the export value of the textile and garment industry
in Q4 of 2021. By December 2021, enterprises in the South have also recovered between
70 and 90 percent of their capacity compared to the pre-lockdown level.

1. For further informa�on about Direc�ve 16, please refer to: h�ps://vanban.chinhphu.vn/default.aspx?pageid=27160&docid=199607.
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•

The 4th Covid-19 outbreak severely affected the garment and footwear workers. About
60 percent of workers in the Directive 16 area (under lockdown) had their income
reduced or completely lost; 30 percent of workers had to borrow money and 80 percent
of workers had to cut down their expenditure. However, by September 2021, 30 percent
of workers could not maintain the minimum standard of living and had to skip meals.
The pandemic also had a strong impact on the mental health of 70 percent of the
surveyed workers. Workers were provided with cash, food, and discounts, etc. as
assistance. However, the support was small and often provided once only. Only 30
percent of workers received allowances from enterprises after 14 days of suspension.
Being ﬁnancially and mentally exhausted, 60 percent of the migrant workers wanted to
return home after the lift of social distancing measures ; yet 89 percent said they
wanted to go back to work after “recovery”.

•

Vietnam's ﬁnancial stimulus and support packages account for 7.9 percent of GDP, a
relatively low rate compared to the ASEAN region's average of 15.7 percent. Meanwhile, the
VND 38 trillion package from the unemployment insurance fund was already disbursed in
2021. The VND26 trillion package is considered too small and only 52 percent had been
disbursed, mainly due to the limited reserve budgets of provincial governments. The
experiences from other Asian countries showed that recovery support measures should
prioritise the small and micro enterprises instead of even distribution across the economy.
Since the beginning of 2020, China and Indonesia have introduced numorous measures to
support small and micro enterprises including delays in loan repayments, direct ﬁnancial
assistance, loan guarantees, lower interest rates and reduction of taxes and fees.

•

Digital transformation and sustainable development are the two biggest opportunities
of the fashion industry in 2022. At the same time, the logistics crisis and the risks of
labor and environmental standard violations are also challenges that major brands have
pointed out. The average purchase price will increase by 3 to 15 percent in 2022, but it
is still not enough to cover the increases in raw materials, labor, and transportation.
Manufacturers, therefore, need to focus on digital transformation, increase productivity
and ensure compliance with labor and environmental standards in the turbulence of the
global fashion industry.

Lessons for sustainable development
1. The enterprises adopting sustainable practices during the crisis such as maintaining
effective social dialogues, providing support to difﬁcult workers would recover faster; 79.2
percent of buyers believe that dialogue with employees is the most important practice.
2. Factory needs to proactively communicate and negotiate with buyers to mitigate
losses: 63 percent of buyers said that suppliers do not proactively communicate with
them about orders. In that case, suppliers are often in a passive position, and they have
to accept losses when a crisis occurs.
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3. Only a small number of buyers supported their suppliers and the support was mainly
targeted at the core manufacturers: 66.7 percent of buyers accepted late delivery, but
only 29.2 percent committed not to lower prices, 16.7 percent shared air freight costs
and 20.8 percent agreed to include the pandemic-control costs in the order price.
4. Fierce labor competition and the labor exodus from South to North: By the end of
November 2021, between 10 and 15 percent of migrant workers had not returned to the
Southern industrial zones and 10 percent tended to return to their home villages.
Factories in the North increased wages to VND8 to VND8.5 million per month to attract
the returning workers. Enterprises in the South may continue to lose workers if they do
not increase wages. Other basic needs such as housing, education and health care for
migrant workers also need to be provided in order to retain them.
5. The pandemic has not changed the brands' purchasing strategies for Vietnam. Half of
surveyed buyers continue to purchase the same or more from Vietnam in 2022; while 46
percent are uncertain because of the global logistic breakdown and the ongoing
pandemic.
6. Half of surveyed workers were not comfortable with returning to work, but the ﬁnancial
pressure forced them to choose between employment and health. Practices show that
enterprises with good support policies for the infected workers (F0) or the quarantined
(F1) make workers feel more secured to stay at work. On the contrary, many workers
tend to either quit their jobs and return to their hometowns or hide their infection rather
than continue working.

Recommendations: While the recommendations in the 2020 Report (VITAS
2020)2 remain valid, the lessons from the year of 2021 result in some new
recommendations as follows:
•

To focus on support measures for SMEs and micro enterprises, instead of evenly
dividing the support packages among all companies

•

To conduct surveys, provide trainings, and build linkages among enterprises, etc. to
ensure a sustainable and fair trading between the buyers and the factories in Vietnam

•

To review support measures for workers, focusing on the most vulnerable groups such
as migrant workers, female workers, and single parents

•

To proactively facilitate social dialogue and negotiation at enterprises, groups of
enterprises, and throughout the supply chains to mitigate risks of labor standard
violations and improve the sustainability image of Vietnamese enterprises.

2. h�ps://api.fairwear.org/wp-content/uploads/2021/05/Sustaiability-Report-Vietnam-Pandemic-April-2021.pdf
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CHAPTER 1:
INTRODUCTION
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Rationale
After great success in controlling Covid-19 in 2020, Vietnam faced the 4th outbreak of
the coronavirus starting from April 27, 2021, with a greater impact than the previous
waves. The outbreak started in Bac Ninh and Bac Giang provinces, followed by Ho Chi
Minh City and the southern provinces and continued until the end of 2021. The 4th
outbreak of Covid-19 occurred when the garment and footwear industry entered peak
season in export production with an increase of orders as traditional markets such as
the US, EU, and China all recovered. The 4th outbreak of Covid-19 directly affected
industrial zones, causing tens of thousands of workers to be infected and thousands of
businesses to suspend production for a long time.
At the peak of the outbreak, the Vietnam Textile and Apparel Association (VITAS) and the
Leather, Footwear and Handbag Association (LEFASO) made prompt recommendations
to the Government to make timely adjustments to policies to mitigate negative impacts
on enterprises.
In order to support enterprises, workers, brands, social organizations and government
agencies with precise and strategic responses minimized negative impacts and created
momentum for quick recovery. VITAS and LEFASO together with members of the
PPP-WG proposed to carry out a rapid assessment of the Covid-19 impacts on these two
sectors in 2021 (from the start of the 4th outbreak). Following the study on the impacts
of Covid-19 in 2020 conducted by the garment and footwear PPP group, the study
attempts to address the following research questions:
•

What economic impact did the Covid-19 outbreak in 2021 have on garment and
footwear enterprises?

•

Responsive capacity of garment and footwear enterprises? Enterprise response
measures (good practices), effectiveness of support for enterprises (support
packages by the government, brands, and other organizations), difﬁculties in
access sources of support?

•

The impact of the outbreak and the adjustment measures of enterprises on
workers? Impacts on job security, income, working conditions (especially working
hours), mental health (including workers implementing '3 on-site' model)?

•

Responding capacity of workers? Individual/collective responses of workers,
sources of support for workers (from support packages of the government,
businesses, other organizations), difﬁculties in accessing support sources?

Garment and Footwear Industry in the 2021 Covid-19 Outbreak: Impacts, Lessons Learnt and Prospects
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•

How was the relationship between buyers and suppliers affected by the outbreak?
What are the measures of order adjustment, negotiation and mutual support, if any,
between the brand and the factory were implemented? Adjustments in purchasing
and requirements for sustainable development of the brand?

•

The impact on the situation of industrial relations? How has the industrial relations
at factories, and dialogue at workplace changed? What are the good practices?

•

What solutions do other countries have to support industries to maintain
production during the lockdown due to the outbreak, to restore production, to
access vaccines and to support workers during the pandemic?

•

Recommendations for government partners, trade unions, and NGOs?

Methodology
Due to the urgency of the pandemic to the garment and footwear industries, the study
was conducted in successive phases. Surveys were conducted in a short time
(between 1 and 2 weeks) and then the results were aggregated and shared within 3 to
4 days after completing the surveys to ensure timely assessment by associations and
industry partners. The whole study, therefore, was carried out in two phases as follows:

Phase 1: from September to October 2021
Online surveys of garment and footwear enterprises
The survey was designed on Google Forms and shared with enterprises through VITAS
and LEFASO channels in the ﬁrst 2 weeks of September 2021. The content of this
survey includes:
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•

Assess the impact of the pandemic on the operations and order processing of
enterprises

•

Cost of anti-Covid measures

•

Impact on workers and how enterprises handle labor-related issues

•

Types of support that enterprises can access

•

Relationship between enterprises and buyers

AGAINST THE STORM

Among 256 exporters who answered the survey, 210 were ﬁber and garment enterprises
and 89 were leather, footwear, handbags and textile-leather materials3. More than 50
percent of enterprises participating in the survey are with the scale of over 300 workers.
As to focus on assessing the impact of the pandemic on the two industries, 70 percent
of the businesses selected for the survey are located in the regions under Directive 16.
The survey has 90 percent reliability and 0.1 margin of error.

Survey of garment and footwear workers
In parallel with the above enterprise survey, the research team conducted a survey with
workers by phone. The content of this survey includes:
•

The impact of the pandemic, Covid-19 prevention measures and adjustments of
enterprises to workers in aspects of (i) safety; (ii) income; (iii) job security; (iv)
basic working conditions; (v) minimum living conditions of workers and their
families; (vi) access to vaccines;

•

Workers' response measures and the sources of support they have access to

•

Ability to keep up with the cost of living and future plans

Through associations, local social partners and a network of NGOs participating in the
PPP-WG, the survey team reached out to 300 garment and footwear workers in 15
provinces and cities nationwide and interviewed them by phone using the survey form
provided. Among the interviewed workers, 73 percent are female and 54 percent are
migrant workers who have to rent a house. 65.6 percent of the survey concentrated in
the southern region under Directive 16. In addition to quantitative information, the
survey team conducted interviews with open questions with special cases such as
single parents, and workers infected with Covid-19.

In-depth interviews with brands
At the end of September, the research team conducted a number of in-depth interviews
with 3 representatives of European and American brands that have a large share of
purchases in Vietnam as well as 2 representatives of the European and American
Chambers of Commerce to assess the change, if any, in the purchasing strategy under
the impact of social distancing and the pandemic.
On October 8, 2021, the representative of the research team reported the results of the
Phase 1 survey at the online conference of VITAS, LEFASO and the PPP-WG and received
consultations from foreign associations, state management agencies and enterprises.

3. Survey samples for some enterprises which produce both garments and leather, footwear and handbags, are
counted in samples for both industries.

Garment and Footwear Industry in the 2021 Covid-19 Outbreak: Impacts, Lessons Learnt and Prospects
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North: 85

FACTORY SURVEY
SEPT-DEC 2021

Total 256 factories
with 413,561 workers

Central: 15
In-depth interviews:
18 CEOs

South: 156

Structure of Garment factories in the survey (n=210)

Structure of Footwear factories in the survey (n=89)

Textile
16%
Dying
12%
Garment
72%

Footwear
47%

Travel
goods
8%

Surveyed factories by level of pandemic-control measures (%)

Surveyed factories by labour siza (%)
<50

51-300

301-1000

>1000

Not affected

18
Footwear

22.5

22.5

25.8

29.2
70

Textile, garment 11.4

16

21

30.5
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Materials
45%

37.1

5
7

Directive 19
Directive 15
Directive 16 and 16+

48.2%

300

73.6%

Workers

WORKER SURVEY,
SEP-DEC 2021
+
50 in-depth
interviews
dec 2021
Hoàn cảnh gia đình Người lao động (%)
67.9

Married with children

6.0

Singke parent

3.3

Married without children

22.7
Single

51.8%

Economic role of the surveyed
workers in the family

Age groups

Sole
earner

6%

16%

16%

One of the
earners

Main earner

From 26-45

55%

29%

From 19-25

From 46-61

78%

Workers by Migration Status
Local

Migrant

Returned migrant

4%
54%

Workers by Employment Status

24%

42%
7%
9%

Suspended

60%

Stay at work
Reduced working hours
Working as normal
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Phase 2: from November to December 2021
After October 1, 2021, the social distancing in the southern provinces ended and
businesses resumed operations. Enterprises started to recover, however, they had to
face new problems such as labor shortage, labor competition, and unstable labor
because infections were still high that workers had to go under treatment and isolation
for a long time. To update the changes and seek for solutions for the industry, the
PPP-WG decided to implement Phase 2 of the study, including 4 components:

In-depth interviews with workers
To learn about the situation of workers after the lockdown, the research team
conducted in-depth interviews with 50 workers who were surveyed in Phase 1. The
objectives of the in-depth interviews with the workers are:
•

Update more information about workers after the lockdown, including: (i)
employment recovery; (ii) changes in wages and working conditions and industrial
relations after the lockdown; (iii) Covid-19 prevention measures at enterprises and
localities; (iv) returning migrant workers.

•

Learn about the difﬁculties, if any, for employees to restore income, health, and
well-being to return to work.

•

Update information on accessing support policies

•

Together with the survey results in September 2021, provide an overall picture of workers
during and after the lockdown, thereby developing appropriate recommendations.

On the basis of the data set of the September 2021, the research team approached 30
garment workers and 20 footwear workers, including 70 percent female workers; 100
percent of migrant workers who have been working in Southern industrial zones
(HCMC, Dong Nai, Binh Duong, Long An, Tay Ninh, etc.); 60 percent of workers who had
stopped working during the lockdown and 40 percent of workers who were still working
during the lockdown.

In-depth interviews with enterprises
To assess and update the recovery of enterprises, the research team conducted in-depth
interviews with 18 garment enterprises and 3 shoe enterprises. The objective of the
in-depth interview is to learn about aspects such as:
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•

Level of production recovery;

•

Enterprise's strategy to both maintain production and ﬁght Covid-19;

AGAINST THE STORM

•

Access to State support policies and its obstacles;

•

Relationship with brands and orders

•

Employment policies to attract and retain workers, maintain stable industrial
relations, and implement sustainable development.

Online survey with buyers
Buyers play an important role in the sustainable recovery of the garment and footwear
industries. Therefore, the research team decided to conduct an online survey with
companies that are buying goods from Vietnam. The objectives of the survey are:
•

Assess the Covid-19 resistance and production recovery level of the two industries
through supplier network;

•

Review the orientations on production, sustainable development, and brands'
orders in 2022

•

Assess the support and cooperation of the brands with factories in Vietnam

•

Learn about the brand's policy recommendations

As a result, 24 buyers with a network of 804 suppliers in Vietnam participated in the
survey in December 2021.
Buyer survey, Dec 2021
24 buyers sourcing from:
401 manufactories
+

Sep-Dec 2021

403 material suppliers in
Vietnam

BUYER
SURVEY

Interviews with 05 EU,
US and Asian brands

Buyer survey sample (%)
Other

Materials

16.6
33.3
45.8

Garment

Footwear

33.3
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In-depth interviews with social partners
To have a comprehensive assessment of the recovery of the garment and footwear
industry in 2021 and to have an outlook for 2022, the research team conducted 10
in-depth interviews with: (i) 3 international supply chain experts in the US , England and
Bangladesh; (ii) 2 experts in the garment, leather and footwear industry; (iii) 2
representatives of the MOLISA (Department of Legal Affairs and Department of Labor
Relations and Employment); (iv) 2 representatives of the Vietnam General
Confederation of Labor; and (v) 1 ILO expert.
At the end of Phase 2, the representative of the research team reported preliminary
results at the Conference on Sustainable Development of the Textile and Garment
Industry on December 17, 2021 and received comments from associations,
enterprises, and experts at the conference.
Between December 2021 and January 2022, the research team conducted in-depth
analysis and developed a comprehensive report.

Report Structure
The report consists of four chapters:
Chapter 1 introduces the research rationale and research methods.
Chapter 2 outlines the overall picture of the international and domestic fashion supply
chains in 2021. Especially, Chapter 2 analyzes the results of surveys of enterprises and
workers on the impact of the pandemic and measures to combat the pandemic of the
two industries, responsive measures, as well as the recovery level by December 2021.
Chapter 2 also compares Vietnam's anti-Covid measures with major garment exporting
countries in Asia.
Chapter 3 summarizes lessons learned from 2021 on the sustainable development of
the fashion supply chain.
Chapter 4 looks at the prospects of the garment and footwear industry in 2022 and
makes recommendations for the sustainability of the industry.

Research Limitations
As the priority of the report is to serve the short-term goals of VITAS and LEFASO to
promptly respond to the immediate changes of the pandemic, the report was not
designed to wholistically resolve issues from the beginning. The research team had to
adjust the research objectives, implementation and research components in two
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phases to be able to produce the results in real time manner. As a result, the research
may lack the depth needed to make judgments about the structure and long-term
orientation of the industry like the 2020 study.
The components of the study were carried out at a time when brands, enterprises and
workers were all facing numerous difﬁculties, therefore, participation in surveys and
interviews was limited. In particular, the survey sample with buyers did not achieve the
original target (most buyers participating in the survey are intermediaries, not brands).
The research team developed periodic assessment forms for associations to use
regularly. However, most enterprises did not see the beneﬁts of the research for
themselves, therefore, the response rate remains very low.

Garment and Footwear Industry in the 2021 Covid-19 Outbreak: Impacts, Lessons Learnt and Prospects
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Major export markets recover, but supply chains still face risks of
disruption
In the second year of the Covid-19 pandemic, major markets of Vietnam's textile,
apparel and footwear industry such as North America, Europe, and Northeast Asian
countries have recovered quickly with a vaccine coverage rate of between 60 to 85
percent. In the middle of the year, during the preparation for Christmas 2021, there are
positive predictions about the recovery of the world economy and the demand for
fashion goods. CNBC (2021) predicted that US apparel sales would increase by 46
percent year-on-year in 2020. McKinsey estimated that apparel consumption in Europe
would increase by 6.7 percent in 2021 compared to the same period in 2020 (McKinsey
2021).
While demand in major markets has recovered, the global supply chain is facing the
risk of disruption due to the shipping crisis. Shortage in staff in major ports worldwide
and the lockdowns due to Covid-19 caused the bottenecks on many sea routes. Ocean
shipping time from Asia to the US has doubled from 40 to 80 days.4 Shipping costs
have increased but enterprises still have to wait a long time due to the shortage of
containers. In many cases, enterprises have to ship via air freight, which increases
costs greatly and erodes already thin proﬁts.
In the ﬁrst 9 months of 2021, Asia's major textile-garment-leather-producing countries
such as India, Indonesia, Bangladesh, and Vietnam were affected by the Covid-19
outbreaks with the Delta variant spreading rapidly. Many countries have to partially or
completely lockdown for weeks or months, causing disrupted production during the
peak season of the fashion industry.
In addition, since September 2021, China has faced widespread power shortages,
which sometimes affected up to half of the country. China's industrial giants have been
grappling with soaring electricity prices and have had to restrict their use of electricity
since March. Local governments require certain industries to limit power use so that
they can achieve their goals of energy consumption. Meanwhile, hydroelectricity
output is lower than usual due to the hot summer, causing large industrial zones to
limit their power consumption and experience rotating power cuts. The power crisis
has seriously affected the material supply for the fashion supply chain, which relies
heavily on giant manufacturing centers in China.

4. h�ps://asia.nikkei.com/Spotlight/The-Big-Story/Port-in-a-storm-No-end-in-sight-to-global-shipping-chaos
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At the end of November 2021, WHO recorded a new variant of Covid-19, the Omicron
variant, which is believed to be 500 percent more contagious than the Delta variant.5
Within just 1 month, the Omicron variant has spread to more than 100 countries, of
which the infection rate in the US and some European countries (such as the UK,
Denmark) has reached a record high. The economic impact of the Omicron variant has
not been assessed yet, but it has cast a shadow over the world's economic recovery. It
is concerned that the spread of the Omicron variant will continue to disrupt production
and transportation, exacerbate backlogs and disruption in supply chains and worsen
the inflation. It may also increase consumer demand for goods, which exacerbates
supply shortages.6 Citing the impact of Omicron variant and other factors, Oxford
Economics lowered its forecast for US economic growth in the fourth quarter of 2021
to 7.3 percent from a previous forecast of 7.8 percent.

Fashion industry trends in 2022
According to McKinsey (2021), the markets of luxury segment, low-priced segment,
sportswear and homewear have all recovered to pre-pandemic levels in the second half
of 2021. Other fashion markets will recover to pre-pandemic levels by early 2022. A
survey with global fashion executives showed that due to pressure on input costs, 67
percent think retail prices will increase in 2022 with an average of 3.2 percent.
Regarding the opportunities and challenges of the fashion industry in 2022, the
executives believe that the trend of digitalization continues to be the biggest
opportunity (32 percent). Firms that thrive on online sales continue to win big in 2021,
driving the industry's trend. The biggest challenge is logistics and inventory
management when the main transportation routes are still facing obstacles and
congestion. Interestingly, the executives see 'sustainable development' as both an
opportunity and the second biggest challenge of 2022. Speciﬁcally, brands that
can ensure new social and environmental requirements, especially the material origins,
green technology and circular economy, will have great opportunities in 2022. In
contrast, with the current fashion supply chain structure, achieving these requirements
is also a big challenge when the pandemic has not ended, and many manufacturers are
running out of liquidity and cannot continue to invest for sustainable development.

5. h�ps://dangcongsan.vn/cung-ban-luan/bien-the-moi-omicron-dang-ngai-nhu-the-nao-598411.html
6. h�ps://vov.vn/the-gioi/quan-sat/bien-the-omicron-phu-bong-den-len-da-phuc-hoi-kinh-te-toan-cau-post913394.vov
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The pandemic has given great impetus to the digitization of operations across the
entire supply chain, from upstream to downstream. All fashion brands strongly
promote digitalization from material sourcing, production to shipping, storage and
sales. In 2022, the trend of digitalization continues to be the biggest opportunity for
the fashion industry. In addition, the participation of consumers in the product design
process through the support of big data and artiﬁcial intelligence (AI) is also an
important opportunity in the year.
Figure 1: Assessment of global fashion executives on the outlook for 2022
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Source: McKinsey survey with global fashion executives (McKinsey 2021)
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From Zero-Covid to living with Covid: the response of garment
countries in Asia
The largest garment-producing countries in Asia suffered huge Covid-19 outbreaks in
the ﬁrst half of 2021. Speciﬁcally, in early 2021, India became the world epicenter with
the number Infections and deaths skyrocketing. The Government of India ordered a
nationwide lockdown for more than 2 months (from April 5 to June 15, 2021). During
this time, most factories had to halt production. By mid-June, although the number of
infections had decreased, yet it remained at 60,000 cases per day, India reopened its
economy and accelerated the vaccine coverage. After India, Indonesia and Bangladesh
respectively imposed lockdown orders when the number of infections peaked.
Indonesia imposed lockdowns from July 3 to 20, 2021 and during this time, garment
and footwear factories were operating at 50 percent capacity. Bangladesh locked
down the whole country from July 23 to August 5, 2021 but the largest garment export
factories were still allowed to operate. Under pressure from the Bangladesh Textile and
Apparel Manufacturers and Exporters Association, the government of Bangladesh
allowed factories to operate normally from early August 2021 despite the high
infection and death rate. Bangladesh had the slowest vaccination rate as compared to
Vietnam, India and Indonesia when only 26.8 percent of the population received two
doses of vaccine by mid-December 2021.
One of the important reasons why countries abandon the Zero-Covid policy is
economic pressure, especially supply chain disruptions that leave a large part of the
population deprived of food. Another reason is the efforts of countries to speed up
Covid-19 vaccination.
In comparison, Vietnam did not order lockdowns nationwide, but it imposed social
distancing in the southern provinces which are the production center of garment,
leather and footwear exports. It did so for more than 10 weeks at the longest.
Enterprises that met '3 on-site' requirements could maintain a maximum capacity of 30
percent compared to the pre-pandemic period.7 However, during this time, Vietnam
was able to contain the spread of Covid-19 and speed up vaccination coverage for
workers in factories. By the end of December 2021, over 70 percent of the population8
have received two doses of vaccine and many factories have started giving booster
shots to workers.

7. Online survey with garment and footwear enterprises, September 2021
8. Na�onal vaccina�on portal: h�ps://�emchungcovid19.gov.vn/portal
9. h�ps://edi�on.cnn.com/2021/12/28/china/xian-lockdown-�ghtened-intl-hnk/index.html
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As of now, China is the only country that still pursues the Zero-Covid policy. At the end
of December 2021, China locked down the city of Xi'an, which sealed off 11 million
people. This is a production site of important raw materials for the electronics
industry. Meanwhile, new infections were detected in many provinces and cities across
the country.9

The pandemic and its impact on the domestic fashion supply chain
After successfully controlling the pandemic in 2020, Vietnam had to face a much
stronger 4th outbreak of Covid-19 in Q2/2021. Speciﬁcally, from April 27, 2021, the
outbreak affected industrial zones in Bac Ninh and Bac Giang. Most of the factories in
these two provinces had to suspend operations for about a month. By mid-June 2021,
the Covid-19 outbreak in the two provinces was basically under control, and
enterprises resumed operation. However, the outbreaks were out of control in Ho Chi
Minh City and the southern provinces. Social distancing under Directive 16 was
imposed in 18 southern provinces and cities, leading to the suspension of most of the
production facilities in these areas.

65.3% of Vietnamese
enterprises and 36.4% of
FDI enterprises of the
garment and footwear
industry located in the
areas under Directive 16
have had to stop
operating for more than
10 weeks.

According to a survey by the PPP-WG in September
2021, during more than 10 weeks of social
distancing from July 15 to October 1, 2021, 65.3
percent of Vietnamese textile, garment and
footwear enterprises and 36.4 percent of FDI
garment and footwear enterprises located in the
areas under Directive 16 had to halt operation. The
remaining enterprises only operated at 20 to 30
percent capacity following the '3 on-site' or '1 route
- 2 destinations' plan. At the same time, 74 percent
of garment and footwear workers in the area under
Directive 16 had to stop working.

Even for businesses that maintained production during social distancing, the
additional expenses were very high. According to a survey by the PPP-WG, a factory
had to spend an additional VND2.2 million for each '3 on-site' worker in addition to their
wage. The expenses included '3 on-site' allowance, Covid-19 testing, and
accommodation. Thus, if the factory implemented '3 on-site' plan in 10.4 weeks of
social distancing, the cost was nearly VND23 million per worker excluding wages. Total
Covid-19 ﬁghting costs accounted for over 20 percent of operating costs of 37 percent
of garment and footwear enterprises in the survey (Figure 2).
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Figure 2: The proportion of anti-Covid costs in operating costs (percent)
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Source: Survey with enterprises by the PPP-WG, September 2021

Due to the impact of the pandemic and social distancing in the Q2 and Q3 of 2021, up to
82 percent of garment and footwear enterprises in all 3 regions could not meet the
production targets. Speciﬁcally, 48.4 percent of enterprises delayed in completing orders,
nearly 20 percent had orders canceled and 23.8 percent said that it was not clear whether
they could complete orders by September 2021. Only 18 percent of enterprises said their
delivery schedule was not affected. Those are enterprises in the Northern and Central
provinces that have not been affected by the pandemic.
Figure 3: Impact on completion process of signed orders (percent)
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Source: Survey with enterprises by the PPP-WG, September 2021

28

AGAINST THE STORM

19.9

Order cancelled

Enterprises, on one hand, seek to negotiate with
“The brand accepts delay delivery, buyers to extend delivery schedule; and on the
but the vendor has to pay the cost other hand, seek to shift a part of orders to
of air freight”
factories in areas which have not yet affected by
the pandemic. However, due to the long social
“The brand accepts delay delivery, distancing
period,
many
factories
face
but they request for 15 percent cancellation or ﬁnes (mainly in the form of air
discount”
freight payment). A survey in September 2021
with 256 garment and footwear enterprises
(Interview with garment enterprises,
September 2021)
showed that up to 68.1 percent of enterprises
had to pay air freight costs for at least one
delayed order. Even 12.2 percent of factories said that the order was canceled, but the
vendor still had to compensate the buyer.
Figure 4: Buyer's reaction to delayed orders (percent)
On-going negotiation
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Order cancelled, supplier
made compensation

12.2

Fines on suppliers for
late delivery

68.1

Brand cancelled orders,
no compensation required

21.0

Brand cancelled unsigned orders

13.1

Source: Survey with enterprises by the PPP-WG, September 2021

During the Q3/2021, while the garment - footwear factories in the southern provinces
faced many difﬁculties, the factories in the central and northern regions recovered
quickly and orders increased sharply due to shifting orders from the South as well as
receiving orders for the new season. As a result, the country's ﬁber export value
increased continuously from February to July 2021, then decreased in
August-September and increased again in November and December 2021 (Figure 5).
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Figure 5: Textile and garment export in 2021 (million USD)
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The V-shaped recovery in Q4 2021 of the garment industry is partly due to the strong
growth of ﬁber exports when the world price of ﬁber had increased since the beginning
of 2021. The reason is that yarn inventories in China and other garment producing
countries have been exhausted, along with the US ban on importing products derived
from Xinjiang cotton, which has had a great impact on the supply chain for cotton ﬁber,
causing the demand for ﬁber to increase. Another reason is that the textile and garment
industry in provinces that are not much affected by the epidemic such as the Central and
the North have sharply increased yield and export value in the second half of 2021,
thereby helping the total export value of the whole garment industry recover quickly.
However, the real recovery of the garment and footwear manufacturing center in the
South still face numerous challenges. In general, the enterprises in the survey have
recovered from 70-90percent of employment, but the workforce is unstable because
workers are infected with Covid-19 or have to be isolated due to close contact with
infected people. Surveyed enterprises said that they are forced to accept fewer orders
despite many orders because their production plans have not been under control.10
Industry experts believe that the production would recover and stabilize after Q1 2022.11

Workers facing the doubled crisis
Income reduced or totally lost
In the survey of workers in September 2021, 60 percent of workers had to temporarily
stop working or have lost their jobs. Among 40 percent of workers who are working, 24
percent are working normally and are not affected by the pandemic. The rest have
10. In-depth interviews with garment and footwear enterprises, December 2021
11. In-depth interviews with representa�ves of Vinatex, VITAS, November-December 2021
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reduced work hours or follow the '3 on-site' model. However, even with those workers
who can maintain their jobs, nearly 60 percent have lost their income due to reduced
working hours or the production being affected by logistics problems. Only the group of
workers who work '3 on-site' experience income increase by 10-30 percent mainly due
to overtime work and '3 on-site' allowance (Figure 6).
Figure 6: Current employed workers’ income Figure 7: Laid-off workers’ income (percent)
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Source: Survey with workers by the PPP-WG, September 2021

One of the difﬁculties that garment and footwear enterprises have to face during the social
distancing is that their workers have to stop working. According to the survey, 66 percent of
garment workers and 56.3 percent of shoe workers no longer have any source of income in
September 2021 (after the ﬁrst 14-day layoff period). Only 25 percent of workers who
stopped working continued to receive support from the factory with different levels of
assistance ranging from basic wage, minimum wage to below minimum wage rate (Figure
7). Many garment and shoe enterprises are in a situation where orders are delayed or
canceled, and that they have to pay for raw materials and additional expenses during the
pandemic, while buyers have not paid or paid late. Therefore, their ﬁnancial capacity was
seriously affected. For this reason, most garment and shoe SMEs cannot support workers
who are terminated after the ﬁrst 14 days.
“The grown-ups eat 4 kilos of peanuts for the
whole month. Children have a carton of milk
every two days. Sometimes there is nothing
to eat for the whole week, luckily the landlord
lends us some money. We can't afford a
cellphone for our daughter's online class, so
she has to learn via the TV"
(Migrant female worker from Binh Dinh, 37, single mother
with 2 children, suspended work in Binh Duong from July 15)

To cope with the decrease or loss of
income, in addition to using up their
savings, up to 30.4 percent of workers fell
into debt, and had to negotiate with
landlords to reduce rent (17.4 percent),
pawn their valuables (2.7 percent) or go
back home (3.3 percent) (Figure 8). At the
same time, they had to slash household
expenditure for food and housing.
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However, nearly half of the suspended workers found it difﬁcult to maintain a basic standard
of living. In particular, 30 percent of workers said that they are not able to maintain the
minimum standard of living and need urgent food support by September 2021 (Figure 9).
Figure 8: Workers' responses
No impacts
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Source: Survey with workers by the PPP-WG, September 2021

Mental health affected
During social distancing, workers suffer from a
decrease or loss of income, and also from
anxiety brought about by the pandemic. At the
time of the survey, although more than 90
percent of workers in the southern provinces
had received at least one dose of Covid-19
vaccine, 42 percent were not ready to return to
work and 9 percent did not want to work when
the pandemic situation was still complicated.
Nearly 70 percent of workers in outbreak areas
often feel anxious and insecured. 34 percent
report that they have insomnia and have signs
of their mental health being affected (Figure
10). Not to mention those who are infected with
Covid-19, the impact on their mental health is
much more serious.
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Figure 9: How long can you sustain a
basic livelihood?
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Figure 10: Impacts on mental health (percent)
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Source: Survey with workers by the PPP-WG, September 2021

Multiple sources of support to workers: fragmented and infrequent
During social distancing, suspended workers receive a lot of support including cash, food,
travel expenses, medical equipment, discounts, etc. from many different sources. The
greatest support is food from philanthropists, friends, social organizations (trade unions,
women's unions, fellow countrymen, NGOs etc.), and local authorities. Up to 70 percent of
workers get reduced or free rent for 1-2 months. The percentage of workers receiving cash
support is not high, mainly from companies (nearly 30 percent), while about 15 percent
receive one-time cash support from the government and social organizations (Figure 12).
Figure 12: Forms of support for workers by source (percent)
Landlord
Philanthropist
Social organization
Hometown
Authority
Company
Family, friend
0.0

20.0

40.0

60.0

80.0

100.0

Travel cost

Deduction of cost and fee

Medical equipment

Frequent cash assistance

One-time cash assistance

Food

120.0

Source: Survey with workers by the PPP-WG, September 2021
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However, some workers do not have access to support/assistance. For example, it is
difﬁcult for those who are staying in quarantined areas to receive food support. Those
who do not have a bank account cannot receive ﬁnancial support from the company or
the government, except for support received in cash.

Migrants: Returning home or not?
“My husband also quit his job and
didn't have a salary, he wanted to go
back to hometown to take care of
our 2-year-old child. Then if the
pandemic is over, he will return to
the factory to work. My kid is in the
home village. I have been
unemployed for 3 months, so I am
very worried”
(Female garment worker, 28 years old, from
Kien Giang, working in Binh Duong)

Under the double impact of the pandemic,
workers in the affected areas, especially
migrant workers living in boarding houses, were
both ﬁnancially and mentally exhausted. This is
the reason why about 1.3 million workers from
the southern provinces have returned to their
hometowns from July to September 15,
according to the data released on October 12,
2021 by the General Statistics Ofﬁce (GSO).
However, according to the PPP-WG Survey,
89percent of migrant workers said that
returning to their hometowns, if any, would be
temporary. They still plan to return to their
previous workplace after stabilzing their health
and the condition of their families.

In comparison, workers from large enterprises, with regular support during the
suspension of work, tend to stick around and are ready to return to work than workers in
enterprises without support. 10 percent of migrant workers do not want to return to their
previous jobs because of worries about the pandemic, ﬁnancial exhaustion and after
feeling disappointed due to receiving no support from the factories for a long time.

I want to ﬁnd a job in my home province. I've been with the company for 10 years, but
they didn't have any support during the pandemic. I am disappointed!
(A female migrant worker, 40 years old, from a travel goods company in Go Vap district, HCMC)

According to interviews conducted at the end of November 2021, after social distancing,
enterprises that had support for workers quickly recovered between 80 and 90 percent
of their workforce within one month compared to the pre-lockdown period. Meanwhile,
enterprises without support for employees suffered workforce shortage of between 25
and 50 percent, as they returned home or had quit their jobs.
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Support packages for workers and enterprises affected by Covid-19
In addition to a support package worth VND62 trillion in 2020, Vietnam continues to offer
a support package worth VND26 trillion and support from the Unemployment Insurance
Fund worth VND38 trillion in 2021. According to the ILO (2021), the total value of
ﬁnancial stimulus packages during the pandemic accounted for 7.9 percent of Vietnam's
GDP (Figure 13). Compared to other ASEAN countries, this is a low average (only ½ of the
ASEAN average). However, it is worth mentioning that Vietnam supported workers
equally in terms of health and income while in other countries, a large amount of the
economic stimulus packages went to enterprises.
Figure 13: The ratio of ﬁscal stimulus packages to GDP
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Support package of VND26 trillion12
The support package under Resolution No. 68/NQ-CP13 worth VND26 trillion was ratiﬁed
to support businesses and workers affected by the pandemic. Of which, VND12,146
billion (46 percent) is the estimated amount of deferred social insurance payment and
12. h�ps://laodong.vn/cong-doan/nhin-lai-viec-thuc-hien-goi-ho-tro-doanh-nghiep-lao-dong-nam-2021-990532.ldo
13. Resolu�on No. 68/NQ-CP: h�ps://thuvienphapluat.vn/van-ban/Lao-dong-Tien-luong/Nghi-quyet-68-NQ-CP-2021-chinh-sach-ho-tro-nguoi-lao-dong-su-dung-lao-dong-gap-kho-khan-dich-COVID19-479816.aspx
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reduced payment to insurance for occupational accidents and diseases. VND4,500
billion (17 percent) is the estimated cost of Unemployment Insurance-funded job
retention training for workers and VND7,456 billion (28 percent) is the amount of loans
for ﬁrms to pay workers’ salaries. The data by the MOLISA in December 2021 show that
the package has supported over 28.26 million people, including 378,331 employers, over
27.88 million workers and others. According to the initial plan, the funding does not
support self-employed workers and others. The disbursement of the VND26 trillion
support package reached 52.32 percent of the estimated plan.
According to an assessment conducted by UNDP and MOLISA in September 2021, this
support package (0.4 percent of annual GDP) is considered too small. This is because of
its over-reliance on suspension of social insurance payment and reduction of payments
to insurance for occupational accidents and diseases. This leaves the resource
allocated for cash assistance insufﬁcient to meet the needs of people and enterprises
severely affected by the 4th wave of Covid-19. The survey by the PPP-WG in September
2021 shows that of the VND26 trillion support package, only 9.1 percent of enterprises
have access to support for suspended employees and 10.2 percent have reduced
insurance payment (Figure 14).
Figure 14: Support received by enterprises, September 2021 (percent)
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Source: Survey with garment and footwear enterprises, September 2021
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35.8

The delay and limitations of the second support package, in addition to the fact that the
funding is too small as compared to the need to support the economy, is also caused by
the way resources were mobilized. The cash to support workers is deducted from the
local reserve fund. However, most poorer provinces have been facing many difﬁculties in
mobilizing existing ﬁnancial resources, mainly by utilizing their small local reserved
contingency budget lines, which have been designed to respond to idiosyncratic shocks
and therefore are not able to ﬁnance larger cash assistance programs to address
large-scale disasters like the Covid-19 pandemic. Even rich cities/provinces ﬁnd it
difﬁcult to ﬁnance such programs to address the 4th wave impact from their limited
contingency budget lines: reportedly, Ho Chi Minh City requested central government to
provide ﬁnancial support of nearly VND28,000 billion. (UNDP Vietnam 2021).

Support package of VND38 trillion
Starting from the end of September 2021, the Government has implemented a second
support package worth VND38 trillion, taken from the Unemployment Insurance fund
balance. Employers are eligible to a reduced premium rate of 0 percent from 1 percent
for a period 12 month (from October 1, 2021 to September 30, 2022). Employees with
Unemployment Insurance (UI) having suspended or lost jobs due to Covid-19 are entitled
to receive direct support in their personal accounts.14 According to the Vietnam Social
Insurance Report, by December 2021, UI contributions have been reduced for 363,600
employers, equivalent to 9.68 million workers with the amount temporarily adjusted to
reduce contributions (from October 2021 to September 2022) about VND7,595 billion.
The Social Insurance Agency has also provided support for 12,800,278 workers with a
support amount of VND30,323 billion. Thus, this support package can be considered as
having completed the disbursement.

Experiences in supporting enterprises' recovery
According to the International Monetary Fund (IMF), the recovery of an economy and
support for workers depends ﬁrst on supporting the recovery of the SMEs. The reason is
that SMEs contribute 50 to 75 percent of jobs and 45 to 50 percent of national income in
both developed countries such as the US, EU, and emerging economies.15 In Vietnam, by
2020, SMEs contribute about 40 percent of GDP, 30 percent of total state budget revenue,
33 percent of industrial output value, and 30 percent of export value and attract nearly 60
percent of labor.16 During the two years of the Covid-19 pandemic, countries around the
14. h�p://daidoanket.vn/goi-ho-tro-38-nghin-ty-dong--chi-tra-cho-nguoi-lao-dong-qua-tai-khoan-5667519.html
15. h�ps://blogs.imf.org/2021/03/09/how-countries-are-helping-small-businesses-survive-covid-19/
16. h�ps://www.vass.gov.vn/nghien-cuu-khoa-hoc-xa-hoi-va-nhan-van/phat-trien-doanh-nghiep-nho-va-vua-o-viet-nam-hien-nay-96
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world have launched 5 support groups for SMEs: (i) debt moratorium; (ii) loan
guarantees; (iii) direct ﬁnancial assistance; (iv) lower interest rates; and (v) tax relief.
According to an IMF survey in 130 countries, ﬁnancial assistance was the most used
policy measure (adopted by 77 percent of countries), followed by public guarantees on
loans (50 percent), delays in loan repayments (30 percent), tax relief (28 percent), and
lower interest rates (24 percent). Many high- and middle-income countries adopted more
measures than low-income ones, averaging 2.5 and 1.4 measures, respectively.
Among the garment and footwear producing countries in Asia, China and Indonesia are
the two countries with the most support measures for SMEs (see Table 1).
Table 1: Government support measures for SMEs used by Asian countries during the
Covid-19 pandemic (by August 2021)
Country

Debt
Moratorium

Loan
guarantees

China

Yes

Yes

Cambodia
Bangladesh

Yes

India

Yes

Indonesia

Yes

Lower
Tax Relief
Interest Rate

Yes

Yes

Yes

Yes

Yes
Yes

Yes

Yes

Yes

Yes

Yes

Yes (2022)

Yes (2022)17 Yes

Yes

Myanmar
Thailand

Financial
Assistance

Yes

Vietnam
Source: IMF Covid-19 Policy Tracker18

17. The SB considers to launch an interest rate compensa�on package of VND3,000 bln, equivalent to a loan balance of over
VND100,000 bln (loan interests at 3-4 percent annually), into the economy to support people and enterprises
18. h�ps://blogs.imf.org/2021/03/09/how-countries-are-helping-small-businesses-survive-covid-19/
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As of the end of 2021, Vietnam has only provided support through the reduction of social
insurance and union fees for enterprises, including SMEs. Other forms of support such
as lowering interest rates and ﬁnancial assistance as planned will be provided in support
packages to be deployed in 2022.19
Looking at the practices of China and Indonesia (Boxes 1 and 2), disregarding the
disparities in economic size and government resources of these two countries
compared to Vietnam, it is clear that we have been quite slow in providing support
measures to the SMEs. Indonesia has provided an SME support package since April
2020 and will continue to introduce new policies for the next 2 years. In Vietnam,
enterprises can apply for interest-free loans from the Bank for Social Policies in a VND62
trillion package from 2020. However, strict conditions make it impossible for most SMEs
to access (VITAS 2020).

Box 1: China's SMEs Support Package, 2020-2021
1. The central bank expands low-interest loan package of RMB1.8 trillion to
support manufacturers of medical supplies and necessities, micro and SMEs,
and agricultural sector.
2. The central bank reduces the interest rate by half for ﬁnancial institutions'
excess reserves to allocate capital to micro, small and medium-enterprises.
3. The central bank cut the reserve requirement ratio for the banks who support for
small and micro enterprises
4. Policy banks’ loan quota is increased by RMB350 billion to make loans targeting
micro, small and medium-enterprises.
5. The Central Bank launches zero-interest "funding-for-lending" scheme (RMB 400
billion) to ﬁnance 40 percent of micro and small enterprises
6. The government has taken multiple ﬁnancial assistances to households and
enterprises facing repayment difﬁculties including:
- delay of loan payments to the end of March 2021, eased restrictions for online
loans for eligible SMEs and households;
- support bond issuance by ﬁnancial institutions to ﬁnance SME lending;
- support for loan guarantees for SMEs.

19. h�ps://thanhnien.vn/quoc-hoi-thong-qua-goi-ho-tro-kinh-te-hon-300-000-�-dong-post1420130.html
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Box 2: Indonesia's SMEs Support Package, 2020-2022
1. Bank Indonesia (BI) lowers reserve requirement ratios for banks with ﬁnancial
support for micro and SMEs from Aprl 11, 2020.
2. Lowers SME lending requirements with loans under IDR 10 billion within one
year.
3. Economic stimulus package for SMEs includes:
- Income tax exemption for workers with an annual income of less than IDR200
million in the manufacturing sector.
- Income tax reduction of 30 percent for SMEs and some export sectors.
- VAT refund for 19 industries to maintain enterprises' liquidity.
- VAT exemption on raw materials imports in all export industries, and SMEs in
19 priority industries.
- The corporate income tax reduced from 25 percent to 22 percent from 2020 to
2021 and to 20 percent from 2022.
- Debt payments delayed by six months for micro loan credit (People's Business
Credit) for businesses affected by COVID-19.
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CHAPTER 3
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In 2020, the PPP-WG and the garment and footwear associations have released a report
"Garment and footwear industry in the Covid-19 crisis: Impacts and solutions" with
recommendations to promote the overall development of the industry, as well as the
implementation of social and environmental standards. Many recommendations such
as building a long-term partnership between brands and suppliers, connecting and
sharing among Vietnamese enterprises in the same industry, considering sustainable
development as a competitive advantage of Vietnam continue to show effectiveness
through the Covid-19 pandemic in 2021. As a follow-up to the 2020 report, Chapter 3
analyzes lessons learned on sustainable development from the responses in the second
year of the pandemic.

Sustainable practice in crisis determines enterprise recovery
During social distancing, enterprises have suspended or reduced production, many are
confused in handling labor issues, especially regarding suspended workers. Surveys
with both enterprises and workers show the common mistakes by enterprises during the
labor crisis period as follows:
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•

Enterprises do not provide workers with clear and adequate information about the
plan to pay suspension wage. This makes workers confused, especially during social
distancing, as they cannot ask for information from managers.

•

Enterprises do not maintain dialogue with workers during job suspension: many
workers said that they could not connect with the enterprise and were not contacted
about suspension support and other information. This makes workers confused and
frustrated.

•

Enterprises do not support workers who face difﬁculties during social distancing
such as migrant workers, especially women who have small children or are the
breadwinners in the family. Support from employers will help them overcome the
crisis and return to work when businesses reopen.

•

Enterprises do not inform, consult nor negotiate with workers about the suspension
wage after the ﬁrst 14 days. According to a survey with workers, 63.8 percent of
workers who stopped working in September 2021 said that they were only informed
by the factory about the suspension wage (or no wage) and only 22 percent said that
they were consulted by their managers (Figure 15)
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Figure 15: Consultation on suspension allowances with the suspended workers
10.7

Informing through other channels (FB, Zalo)

22.0

Consult workers
Consult trade unions
Consult team leaders

2.3
1.1
63.8

No consultation

Source: Survey with workers by the PPP-WG, September 2021

However, the survey also shows that many enterprises have good practice in maintaining
dialogue with workers even after suspension and provide practical support.

“Trade union ofﬁcials connect with
workers via Zalo, and make a list of those
who are in difﬁculties. The company
deducts from the union fund to support in
cash, buy vegetables, eggs, milk, rice, and
medicine to send to workers. It is
important to have regular contact with
workers. After the social distancing, all
workers return to work, there is no
shortage of labor on my side” – Phong
Phu Company

“The company suspended operation for
nearly 4 months but still provided
workers with the minimum wage until
October. In addition, the company has a
family fund, deducted from the union
fund, to provide food and medical
treatment for workers in need” – Nguyen
Dung Company

Among the surveyed buyers, 67 percent regarded sustainable practices during the
pandemic the most important factor in the supply chain recovery. Especially, nearly 80
percent of buyers said that factories should take care of dialogues with workers during
this difﬁcult period to ensure the sustainability of enterprises (Figure 16). In addition,
buyers also focus on compliance with pandemic prevention measures (66.7 percent)
and compliance with labor standards (62.5 percent) in supply factories.
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Figure 16: What aspects should suppliers pay attention to in order to be more
sustainable during the pandemic?
Automation

29.2

Support difﬁcult workers
Compliance with
pandemic-control measures
Respect labour rights
Social dialogue

54.2
66.7
62.5
79.2

Source: Survey with buyers by the PPP-WG, December 2021

Factories need proactive dialogues and negotiations with the buyer
to mitigate damage
The survey shows two clear trends in the factory's approach to buyers during the
pandemic (and also in previous times): a group of large companies, usually a tier 1
supplier, who have a long-term relationship with a brand are proactive in
dialogue-negotiation when problems arise; in contrast, the remaining factories, who
mainly work for intermediaries, are quite passive, and often accept all decisions of the
buyers, even when those decisions may be unfair or cause damage to them.
This is clearly shown in the survey with buyers and with factories. Up to 63 percent of
buyers said that their suppliers "occasionally" open a dialogue or negotiation about
orders (Figure 17).
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Figure 17: Do suppliers in Vietnam proactively dialogue or negotiate about orders?

4%

33%
63%

Yes, regularly
Sometimes
No at all

Source: Survey with buyers by the PPP-WG, December 2021

Factories that actively negotiate with the buyers often avoid order cancellations, or
having to pay the full cost of shipping by air. However, not all enterprises have this
initiative because of both subjective and objective reasons.
Subjective reasons include:
•

Factories are not conﬁdent enough to proactively communicate with buyers

•

Factories do not have the skills to communicate with buyers: it is necessary to
establish regular dialogue channels between the merchandiser department or top
management and the buyers to ensure smooth operation of orders as well as
handling of problems; Communication skills in the customer's language (English,
French, Japanese, and Korean) is also an obstacle for many companies.

•

Factories have not built up a long-term customer database but still have to ﬁnd new
customers, often intermediaries, making dialogue difﬁcult.

•

Factories in the same industry do not share information and unite to create
bargaining power with big brands, thereby creating good models (eg fair trade
regulations) for the whole industry
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Objective reasons include:
•

Buyers (including brands and intermediaries) are not willing to communicate and
negotiate with the factory, but to pressure the factory to accept unfavorable
decisions (such as order cancellation, request for air freight payment, request for
additional discounts on pre-signed orders)

•

Asymmetry of power and bargaining position between suppliers, especially small
and medium-sized companies, subcontractors, and buyers

•

The product line is competitive, especially in terms of price, which reduces the
bargaining power of individual suppliers.

Although objective reasons still exist and are difﬁcult to overcome quickly, it is clear
that factories should proactively communicate with their buyers.

“We have to negotiate with them [buyers], they understand and delay the sea
shipment or bear the air freight... We have to put ourselves on par with the customer.
This is a fair game, both sides are equal. Factories have to be a little bolder. In difﬁcult
situations, if we explain clearly, they will understand. In case of force majeure, we are
always ready to negotiate.” – A garment company in Binh Duong

“The brand demanded urgent delivery to prepare for the Christmas season, they
asked the factory to reduce the unit price 5 to 10 percent due to weak purchasing
power. We are not the game master, we have to accept it." – A garment company in
Bac Giang
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Limited support from buyers, focused on core supplier group
In 2020, when major consumer markets
such as the US, Europe, Japan and South
Korea were severely affected, many
brands had to negotiate with suppliers for
hold shipments, delayed payment, even
for discounts. Those are accepted by
suppliers
because
of
long-term
cooperation, and to avoid order
General Director of Li&Fung, with more than 300
cancellations. During the pandemic in
2021, many brands said they assisted
factories in Vietnam
their suppliers when they had to suspend
production and delay delivery. According to an online survey with buyers, up to 66.7
percent accept slow delivery from suppliers due to the impact of the pandemic and
social distancing measures (Figure 18).
None of our factories have to pay the air
freight, the customers cover for it. We
discuss often with them so that they
understand. We also build long-term
cooperation relationship. In 2020,
factories have supported the brand a lot.

“The unit price cannot be increased
because if it is expensive, buyers will go
to another country, they would not
increase the price because we had to
spend money for Covid-19 testing or '3
on-site'. Even though there is no proﬁt,
enterprises still have to accept it to
maitain operation." – A garment company in

However, the number of buyers offering
signiﬁcant support measures is much
lower. Speciﬁcally, only 29.2 percent of
buyers committed to no discount, 16.7
percent shared air freight costs and 20.8
percent agreed to include anti-Covid
costs in the unit price.

Nghe An
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Figure 18: Buyers’ support to suppliers (percent)
None

12.5

Cover pandemic control cost in order price
Cover part of aircargo
Commit not lower price

20.8
16.7
29.2

Accept late delivery, no ﬁne

66.7

Source: Survey with buyers by the PPP-WG, December 2021

According to interviews with brands and enterprises, only long-term tier 1 suppliers, who
belong to the core group, have received such signiﬁcant supports. Meanwhile,
intermediary factories receive almost no support and even though they spend a lot of
money ﬁghting Covid-19, they still have to compete on price to win orders. Therefore,
many enterprises, although maintaining orders, are in a situation of declining or even
unproﬁtable proﬁts.

Fierce labor competition and the shift of labor flow from South to
North
According to in-depth interviews with garment and footwear enterprises by the research
team, until the end of November 2021, there are about 10 to 15 percent of migrant
workers who used to work in garment footwear enterprises in the South returned home
and did not go back to work.20 Among these workers, some have resigned and found a
new job in their hometown, the rest plan to return to their previous factory after Tet. This
makes factories in the South fall into a labor shortage while most factories are still
struggling and unable to raise wages to attract more workers. In contrast, the provinces
that are home to migrant workers (in the North-Central provinces) are trying to offer
preferential policies to attract returning workers, including instant bonuses for workers
returning from the South, for skilled workers, or for labor referrals.

20. In-depth interview with garment and footwear enterprises, November-December 2021
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When workers returning from the South applied to work here, the company provides
"instant" assistance of VND3.5 million in the ﬁrst month... In 2021, the company
increased by 650 workers compared to 2020, half of them returned from the South.
The company has a lot of orders this time, so it has also increased the salary for
workers to VND8.3 million per month.
- A garment company in Hue, in MW Region 3 -

In 2021, when the Southern region suspended production, a lot of orders were shifted to
the Central and Northern regions, making yield and productivity in this region increase by
10 to 20 percent. As a result, factories have room to increase wages to attract labor
flows from the South to the North. According to an in-depth interview with enterprises in
December 2021, the average salary21 in the provinces of regions 2-3 in the North and
Central region is up to VND8-8.5 million per month. On the contrary, workers in the
Southern provinces are still worry and insecured due to the prolonged pandemic. About
10 percent of migrant workers want to return to their hometown if the outbreak is not
under control and their wages are not increased enough to cover living expenses.
According to enterprises, the salary has to be of VND9-10 million per month in Ho Chi
Minh City, Binh Duong and Dong Nai to retain migrant workers. Enterprises that cannot
guarantee the above salary will have to reduce capacity, and even have to move to other
areas to cut costs.
Besides salary, one of the burdens for migrant workers is housing, education and
healthcare for their children:

“I have worked for the company for 6 years but the salary is quite low, just over VND6
million. I only work 30 hours over time per month, so the budget is tight. My oldest
child lives in the hometown with his grandparents, the younger one is here, but I don't
have money to buy a phone for him, so he has to study with his neighbors. After
social distancing, the landlord did not reduce the rent anymore, while my husband still
can't go back to work. Maybe in a few months I have to ﬁnd another factory that pays
more or get a job in the hometown, otherwise I can't survive” – A garment worker
from Ha Tinh, working in Binh Duong, interviewed in December 2021

21. Including allowances, bonuses and over�me salary
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Enterprises themselves are well aware of this problem and want to have policies to
support migrant workers and their families (such as building social housing areas) so
that they can be assured that they stay in industrial zones.22 If the salaries do not
increase respectively or basic living conditions do not improve, mirgrant workers
returning to their hometown will become a long-term trend. Besides enterprises that are
losing workers, many others have beneﬁted from this trend and built new factories in
newly industrialized provinces with available local workers. Some enterprises said that
they lost about 10 to 15 percent of their workers in the southern factories, but were able
to recruit more workers for the factories in the North and the Central region. Therefore,
enterprises have adjusted to increase capacity and productivity for factories in the North
- Central respectively.
Apart from the increase in wages and labor competition, factories are concerned about
salary payment when they have to compete on unite price with other garment and
footwear producing countries in the region. According to data from Statisca.com, the
basic salary of garment workers in Region 1 of Vietnam is US$220 per month, only lower
than Indonesia and 2 times higher than that of a direct competitor Bangladesh (US$95
per month) (Figure 19). It means that to compete in price, Vietnamese enterprises will
have to increase productivity or to ﬁnd competitive advantages in addition to price such
as tax incentives, the ability to comply with labor, and environmental standards.
Figure 19: Basic salary of garment workers, March 2020-March 2021 (US$ per month)
Srilanka

104

Pakistan

105
145

India
Bangladesh
Myanmar
Cambodia

95
157
190

Vietnam (region 1)
Indonesia

Source: Author's compilation from Statica.com
22. In-depth interview with garment and footwear enterprises, November-December 2021

50

AGAINST THE STORM

220
243

Purchasing strategies unchanged – Vietnam is still an important
supplier
During social distancing in Q2/2021, although many orders were delayed for
Christmas, brands shifted a part of urgent orders to other unaffected provinces (25
percent) or transfered orders to other countries (33.3 percent). Some big brands
reduced the number of goods sold during Christmas season.23 However, these
difﬁculties do not change the brand’s purchasing strategies for Vietnam. General
Director Li&Fung said that Vietnam has obvious advantages that have not been
changed by the pandemic such as delivery speed, efﬁciency, management capacity,
labor quality, and strategic location. In our survey, half of buyers continue to increase
purchases from Vietnam in 2022 while 46 percent are uncertain and said that they will
have to observe the pandemic situation (Figure 20).
Figure 20: Will the company increase purchases from Vietnam in 2022?

Not sure

Yes, deﬁnitely

46%

46%
No

4%

Source: Survey with buyers by the PPP-WG, December 2021

23. h�ps://www.supplychaindive.com/news/nike-inventory-transit-�mes-vietnam-covid-lockown/607170/
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To reduce risk, buyers will ﬁnd ways to diversify suppliers in different provinces and
cities, or adjust orders between the countries they are buying from. Orders will be divided
into smaller, faster delivery times instead of long ones.24 In addition, the long-lasting
crisis of sea transport resulted in logistics costs to increase. As a result, some brands
want to transfer part of their supply to countries near the consumption market. For
example, Mango, a Spanish fashion brand, will move a large part of its orders made in
China and Vietnam to Turkey, Morroco and Portugal; Steve Maden, an American shoe
brand, also plans to move half of its supply chain to Brazil and Mexico.25

Figure 21: Risks of labor standard violations in the supply chain?

20.8

Không có
Work safety

41.7

Shortage of social dialogue

41.7

Late payment

12.5

Excessive overtime

50.0

Source: Survey with buyers by the PPP-WG, December 2021

In addition to the pandemic, the ability of suppliers to comply with labor and
environmental standards is also an important factor to increase the commitment of
brands. As analyzed in Chapter 2, executives of major fashion brands consider
sustainable development to be both opportunity and the second biggest challenge in
2022. In our survey, buyers also highlighted the risks of labor standards violations in the
supply chain after social distancing. The biggest risk is too much overtime work (50
percent) due to accumulated orders (Figure 21). The second risk is occupational safety,
ensuring the health of workers, and lack of dialogue with workers (41.7 percent).
24. In-depth interviews with buyers, September-December 2021
25. h�ps://www.reuters.com/business/retail-consumer/retailers-lose-love-asia-snarled-supply-chains-force-manufacturing-exodus-2021-11-09/
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Workers: Choosing between work and health
The vast majority of workers have returned to work. However, there are still many
workers who are not ready to go back to work. In September 2021, when the coverage of
the ﬁrst dose of vaccine has reached 70 percent to 90 percent in the provinces under
Directive 16, 42 percent of workers are not ready to return to work and 9 percent do not
want to work after social distancing in fear of the pandemic.
Figure 22: Are workers willing to return to work after social distancing?

9%
Totally assured

42%

49%

Not really sure
Do not want to work

Source: Survey with workers garment and footwear enterprises, September 2021

Because my company has a good support policy, many returned to work. Other
companies cannot support as good as mine so few workers returned. The company
provides a lot of support for the workers, so I stick with the company because even if
I go to my hometown, there are also F0, but here the company provide enough food A garment worker in Binh Duong
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The company has about 850 workers but there are about 4 to 10 F0 cases everyday.
The factory has many F0 cases, so many workers are afraid and go back to their
hometown while local workers quit job and stay at home – A shoe worker in Dong Nai

The number of infections in Dong Nai has increased rapidly. Many F0 workers still go
to work without making medical declarations because they are afraid of losing their
jobs – A garment worker in Dong Nai

After returning to work, many workers were infected with Covid-19. However, in
enterprises that have good support for workers such as paying for suspended workers,
gifts or allowances for F0 (infected cases) and F1 cases (isolated cases), workers feel
more secured to work than to return home. On the contrary, enterprises that have
infected cases but do not provide support for workers during treatment or quarantine,
workers often quit job or return to their hometown where there are not many infections.
However, for workers who have to support their family, it's impossible to quit their job as
they need to have income to maintain livelihood for themselves and their dependents. In
those cases, if the enterprises do not provide support for workers, they may hide their
infection status to continue working. This would lead to an uncontrolled outbreak of
infections in many factories.
In other words, in the post-lockdown period, the economic pressure on enterprises and
workers is higher than ever. The enterprises have to complete delayed orders which are
not paid immediately by the buyers while having to pay salaries and other
pandemic-related expenses. Meanwhile, workers are ﬁnancially and mentally exhausted
after social distancing and the infection rate is still high. However, many enterprises
have solutions to help their workers overcome this difﬁcult time. Our in-depth interview
recorded some good practices as follows:
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•

Apply for interest-free loans from the Bank for Social Policies to pay wages;

•

Arrange for F1 workers to work in a separate area; provide Covid-19 tests for F0
workers with mild symptoms instead of waiting for the grassroots medical facility to
test after two weeks, so that workers can quickly return to work;

•

Provide welfare and medicine packages for F0 workers and deduct trade union funds
to support F0 workers in difﬁculty;

•

Negotiate with the buyers to pay for the workers' wages instead of waiting for 90
days as usual.
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Trends of the global fashion industry in 2022
McKinsey and Oxford Economics predict that China, the US and Europe will recover
quickly in 2022 (Figure 23). In particular, global fashion consumption will be 3 to 8
percent higher than in 2019, of which high-end fashion alone will increase by 15 to 20
percent in 2022.
Figure 23: GDP growth in 2019-2022 (Comparison of Q4 2019)
World
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Source: McKinsey (2021)

Despite positive outlook, the global fashion industry continues to risk supply-side
disruption. First, recovery from Covid-19 pandemic will be uneven across consumer
markets in 2022. 80 percent of vaccines are currently distributed in high- and
middle-income countries, while poorer countries still ﬁnd it difﬁcult to access vaccines
to restore production quickly. Second, the logistics crisis is likely to worsen in 2022 as
consumer demand surges while sea transportation bottlenecks remain unresolved. At
the same time, there is still shortage in supply of raw materials and is likely to be a
disruption. Nearly 50 percent of fashion executives believe that supply chain disruption
will be the biggest challenge of 2022. Therefore, brands will allocate orders according to
the convenience of shipping routes as well as the capacity of pandemic management
and economic recovery across countries.
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Many developed countries have enacted new legislation on human rights in the supply
chain (such as the UK, Australia, the Netherlands, Germany, and the EU). Compliance
with social and environmental standards also plays an important role not only in
maintaining the reputation of brands but also in law enforcement. In a bid to boost
authentication, transparency and sustainability of the supply chain, fashion brands adopt
“product passport” (McKinsey 2021). Brands are using a portfolio of technologies to
monitor the entire supply chain from raw materials to production, transportation, and
share this information via “product passports” with consumers, partners, customers, and
law enforcement agencies. “Product passports” help brands differentiate themselves,
build loyalty by enhancing consumer trust, tackle counterfeiting, and mitigate the risk of
violating social and environmental standards in the supply chain. Therefore, suppliers
will have to apply digitalization with new technologies at the same time complying with
the common sets of labor and environmental standards for the supply chain.
Regarding the environment, circular textiles were expected as one of the key elements
in the fashion industry for 2022. Big brands including H&M, Inditex, Uniqlo, and PVH
have been testing circular design and circular product projects. Other trends have
existed since before the pandemic such as using renewable energy, reducing carbon
emissions, etc.
However, alongside the sustainable development of big brands is the rise of low-cost
fashion brands like Shein during the pandemic. Low-income consumers, mainly young
people, look for low-cost brands which are sold entirely online during the pandemic. The
low-cost brands are mainly based on supply chains that are underground factories with
bad working conditions.26 The growth of those low-cost brands will create unfair
competition in the global fashion industry while accelerating the race of labor and
environmental standards to the bottom.

Prospects for Vietnam's garment and footwear industry
Garment, leather and footwear export industries have recovered in a V-shape pattern in
the last two months of 2021 and this recovery trend will continue in the next half of the
year when most enterprises have full orders until the end of Q2 2022. The Vietnam
Textile and Apparel Association predicts that garment exports can reach US$42.5 billion
in 2022 in a good scenario.27

26. BBC ar�cle on labor condi�ons in Shein's supply chain: h�ps://www.bbc.com/news/business-59245708#:~:text=Public%20Eye%20suggests%20the%20fact,a%2040%2Dhour%20working%20week.
27. h�ps://vnexpress.net/kich-ban-xuat-khau-det-may-nam-2022-4404609.html
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While major markets recover, Vietnamese enterprises do not have to experience lack of
orders. However, the challenge is that input costs (raw materials, transportation, labor,
anti-epidemic costs) have increased while the unit price has not increased respectively.
For example, shoe companies said that by the end of 2021, prices had increased by 5 to
10 percent, but input costs had increased by 15 percent. Many businesses in our survey
said they had to accept zero proﬁt or net loss to ensure the operation. This is not new
and it is not only happening in Vietnam. In 2020, a survey by the University of
Pennsylvania showed that 56 percent of garment factories in Bangladesh had to accept
many orders with prices lower than the actual cost in order for the factory to operate.28
According to a survey by McKinsey (2021), brands plan to increase selling price by 2022
at an average rate of 3.2 percent. Only 15 percent of brands plan to increase by 10
percent or more. It means suppliers are still under cost pressure next year.
The epidemic is also a driving force to help factories increase productivity when workers
are more dedicated to work while factories ﬁnd ways to digitalize, cut excess costs and
boost efﬁciency. In our survey, factories in the Central and the North have a productivity
growth of 10 to 20 percent in 2021. Big factories continue to invest in digital
transformation, automation and green technology despite difﬁculties caused by the
pandemic. Instabilities in the supply of raw materials from China due to origin problems
(Xinjiang cotton), power crisis, the lockdowns due to Covid-19, will be the driving force
for brands and factories to look for alternative domestic sources of raw materials,
thereby diversifying the supply chain and taking advantage of incentives from the CPTPP
and EVFTA.

Recommendations
The research team believe that the sustainable development recommendations in the
Report by the PPP-WG in 2020 -"Garment and Footwear Industry and the Covid-19 Crisis:
Impacts and Solutions" still remain valid. As analyzed in the 2021 study, building
long-lasting relationships with brands include developing fair contracts and enhancing
dialogue between suppliers and buyers, strengthening industry cooperation, and
concentrating resources for sustainable development continue to be the key solutions to
help the garment and footwear industry overcome the crisis and recover quickly.
Therefore, the research team only focuses on making recommendations to prepare for
the third Covid-19 year and learn the lessons of 2020 and 2021:

28. h�ps://www.workersrights.org/wp-content/uploads/2020/10/Leveraging-Despera�on.pdf
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1. Solve the problem of labor shortage: Labor shortage in the southern provinces
is the result of many factors, not just the pandemic. As analyzed in this report, part
of the cause of labor shortage is the inadequate handling of labor issues during the
lockdown period by many enterprises, and the suspension allowances not reaching
employees in a timely manner. It also involves the competition for labor between
provinces and cities that are home to migrant workers. Therefore, to solve the
problem of labor shortage, the research team proposes the following solutions:
•

Enterprises and trade unions review the types of workers, especially migrant
workers, single female workers in difﬁculty to provide ﬁnancial and mental
support so that workers are willing to come back to work.

•

Enterprises and trade unions proactively communicate with workers in various
forms (directly, indirectly, online and offline) and divide them into groups of
issues (wages and bonuses, occupational safety, shift meals, support for workers
in difﬁculties) to ensure even the lowest-level workers can be heard.

•

Review the cost of living for local and migrant workers and adjust the wages and
bonuses accordingly. In case the enterprise does not have ﬁnancial capacity at
the time, they can propose solutions for 2022 to the workers.

•

Develop factories and/or subcontractors in different provinces to mitigate risks
and to employ local labor.

•

Invest in measures to improve productivity such as providing trainings for
workers, improving machines, and production management, etc.

It is necessary for state agencies to have timely policies to support enterprises and
workers in response to the pandemic and the situation of labor shift:
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•

Slow disbursement of support packages, lack of timely support for suspended
workers despite the change in process from 2020. It is necessary to assess the
cause of this delay in order to improve the disbursement of the next support
packages

•

Review policies to support migrant workers in key industrial zones, e.g. housing,
cost of living, access to health services and education to ensure equality among
migrant workers and local workers

•

Collaborate with grassroot organizations (union, women's union, etc.) to make a
list of workers in difﬁculty for timely support.

•

Develop support packages for SMEs emulating China's and Indonesia's practices.

AGAINST THE STORM

2. Building healthy labor relations for sustainable development
Research by the PPP-WG in both 2020 and 2021 shows that the root cause of labor
problems arising during the pandemic is unhealthy labor relations in many enterprises.
Speciﬁcally, many enterprises do not have a culture of dialogue and negotiation with
trade unions and workers, and the Board of Directors often unilaterally make decisions.
Workers do not receive mental and ﬁnancial support during the crisis due to the lack of
dialogue and the sharing of information between the factory and the workers. Therefore,
building a healthy labor relationship is the most important foundation for sustainable
development for enterprises. Speciﬁcally, enterprises need:
•

Develop a variety of dialogue channels for all workers instead of collecting
opinions from the management teams

•

Develop a variety of channels for feedback and complaint for workers. Many
enterprises only have one feedback channel (production manager) which disrupts
dialogue between workers and factory during the pandemic.

•

Proactively facilitate dialogue and negotiation instead of waiting for workers to
raise complaints and disputes

•

Substantial wage bargaining is an effective way to prevent labor disputes and
labor loss

Trade unions and managers should:
•

Conduct collective bargaining at upper-level enterprises: e.g. groups of
enterprises, industrial parks, regions, and sectors

•

Provide guidelines on wage negotiation by industry

•

Provide trainings for trade union ofﬁcials at all levels on wage negotiation and
dialogue

3. Fair and sustainable trading relationship
•

Associations and social partner organizations should conduct a survey on
purchasing contracts and fair trading terms in the export garment, leather and
footwear industry. The GIZ project has begun to conduct surveys in a number of
Asian countries such as Cambodia, Bangladesh, and Pakistan to analyze unfair
trading practices.29

29. View project informa�on here: h�ps://www.giz.de/en/downloads/giz2021-en-promo�ng-sustainability-tex�le-industry.pdf
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•

Associations can create closed or open forums for enterprises to safely share
information about unfair trading practices they encounter and solutions. The
SMEs who have to do business through intermediaries are the most vulnerable.
They need to work together to protect themselves and their workers.

•

Set up an award to honor brands with fair and sustainable behavior voted by
domestic enterprises, thereby spreading fair trading practices to the whole
industry

•

Associations in collaboration with social partners organize training courses on
negotiation and dialogue skills with customers for SMEs.

AGAINST THE STORM
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