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1. EXECUTIVE SUMMARY

The program “Greening Viet Nam’s 
textile sector through improving 

water management and energy 
sustainability” of WWF (thereby 
called WWF program) is developed 
to transform the textile sector in 
Viet Nam and engage sectoral and 
environmental governance to bring 
social, economic and conservation 
benefits to the country and the 
entire Mekong region. The project’s 
intervention focuses on awareness 
raising to promote behavior change; 
technical training for textile (weaving 
and dyeing) small and medium sized 
enterprises (SMEs) in developing water 
and energy sustainability solutions. 
Textile SMEs is a segment that 
financial institutions in Viet Nam have 
advantages in terms of nation-wide 
professional network with good credit 
quality monitoring system, thus there 
is high potential to for promotion of 
green creditcredit for textile SMEs is 
expected to grow to finance for water 
and energy sustainability solutions 
recommended by WWF. 

Showing environmental benefits of 
sustainable solutions is not sufficient 
for textile businesses to make 
investment decisions. To promote 
SMEs’ investment on green solutions, 
the program has sponsored the 

technical and financial feasibility study 
of specific green investment options 
decided by the enterprises. This techno-
financial feasibility study provides 
figures of potential resources saving, 
cost saving and financial indicators of 
the investment (Internal Return Rate, 
Return on Investment). The study 
serves not only for business owners to 
make investment decisions but also a 
key profile for credit application, as it 
consists of detailed environmental and 
financial effectiveness analysis, instead 
of a sketchy and silo environmental 
report once the enterprise seeks for 
a financier for their investment. The 
program has delivered 05 bankable 
projects for 05 specific resource 
efficiency solutions in 03 textile wet 
processing enterprises. The expected 
outcome of the whole intervention at 
enterprise level is that factories with the 
intent for green investment get access 
to bank’s credit and acquire sufficient 
fund for an investment to take place, 
and water and energy improvement 
opportunities are realized in practice. 
Pilot investments are then promoted 
as business cases, which create higher 
confidence and momentum for peer 
companies as well as for financial 
institutions to replicate the green 
transformation.

The textile sector is known to have 
negative impacts on environment, thus 
the financial sector’s engagement in 
shifting the investment from outdated 
water and energy intensive technologies 
to resource efficient ones is essential 
for the sector and banks. This action 
will be rewarding for banks  in terms of 
their credibility to public community; 
it is also helpful in better manage the 
environmental risk and reputational 
risk of financial institutions. The WWF 
program, one of the key stakeholders 
of Viet Nam’s textile and garment 
industry, will continue to promote 
access to green credit from banks 
for textile and garment enterprises 
through support for the development 
of a dedicated credit line for 
financing green investments of textile 
enterprises. Currently, the textile 
and garment industry often make of 
a low credit proportion in the total 
portfolio for all industries in a financial 
institution. Regardless of bank’s risk 
appetite and of the fact that the T&G 
industry plays a fundamental rile in 
Viet Nam economy, industry is often 
not properly evaluated by investment 
financial institutions in terms of 
potential as well as sustainability. The 
WWF program conducts this feasibility 
study to provide credit institutions 
with a more holistic view of the textile 

and garment industry as well as future 
investment prospects; and assess the 
risks of bank credits during the green 
transition of Viet Nam’s textile and 
garment industry.

1.1.  Background

1.2. Key findings
Urgent requirements on expanding the 
production of raw fabrics in a clean and 
green direction
Viet Nam’s textile and garment industry 
has been playing an important role in 
the transformation process towards 
industrialization and modernization. 
Its export value contributes 16% to 
the country’s total GDP and brings 
strong foreign currencies for Viet Nam. 
However, the industry depends largely 
on imported raw materials; especially 
the large proportion of export is 
on fabrics. Import export turnover 
of the industry brings significant 
opportunities to banks in foreign 
exchange business. The CPTPP and 
EVFTA agreements bring tax incentives 
benefit to Vietnamese products on 
the condition of certified appropriate 
origin, sustainable production and 
information transparency. The 
successful expansion of Viet Nam’s 
textile and garment industry to 
upstream stages helps the industry 
gain added value in the value chain. 
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Financial institutions play a crucial role 
in simultaneously providing medium 
and long-term credit to enterprises; 
working capital and other financial 
banking services. At the same time, 
Viet Nam has an obligation to open 
its financial market to high quality 
and diverse products from partner 
countries. As a result, the competition 
on an equal playing field will gradually 
increase and financiers are at risk of 
losing home market to foreign products 
and companies. Therefore, to take the 
trade preferences of FTA, both textile 
and bank industries need to innovate 
in every aspect of their operations. 
For the textile industry, there are 2 
business dimensions to enhance their 
gain in the value chain: (1) large firms 
to move upstream to the production 
of input materials; (2) smaller firms to 
strengthen their linkages in the industry 
to increase purchases of raw materials 
from domestic suppliers. 

Intensive water use and highly polluted 
wastewater forces the industry to 
develop towards green investment 
for efficient usage of resources 
and waste reduction or recycling. 
Enterprises have implemented cleaner 
production solutions such as emission 
treatment technology through boiler 
gas collection unit; reasonable 
consumption standards of raw 
materials and fuels through technical 
and management solutions to minimize 
pollution at source; and wastewater 
treatment systems for textile dyeing 
lines. Nevertheless, green investment 
requires a huge amount of capital, 

and this opens more opportunities 
for financial institutions to invest in 
garment and textile enterprises.

Potential to expand credit in green 
technologies in textile and garment 
industry
Currently, outstanding loans for the 
textile and garment industry in Viet 
Nam only account for 1.5% of the total 
outstanding loans of the economy. 
The textile and garment industry are 
among 20 economic sectors required 
to undertake environmental risk 
assessment when granting credit, as per 
the guidance of the State Bank of Viet 
Nam (SBV) in the Environmental and 
Social Risk Assessment Manual, issued 
in August 2018. On the other hand, 
SBV, seeing the growing essence of 
green investment, has issued the legal 
framework on green credit, covering 
credit policy incentives, incentive 
mechanisms, and environmental 
risk management. Credit institutions 
then have shown more interest in 
developing green credit policies to meet 
green growth targets. As at the end of 
2020, about 40 credit institutions have 
outstanding credit balances for green 
projects. 

Through value chain analysis of the 
garment and textile industry, there are 
3 major areas for green investment as 
follows: (1) Invest in green technologies 
to produce industry’s input materials 
such as yarns, fabrics, and accessories (2) 
Invest in applying the latest technology 
to reduce waste pollution and increase 
efficient usage of resources including 

The successful expansion of
Viet Nam’s textile and garment 
industry to upstream stages helps 
the industry gain added value in the 
value chain. 

“

”
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but not limited to water treatment and 
energy savings. (3) Invest in product 
design and building brand identity to 
align with the global trend of green 
products. In Viet Nam, there are 
more and more green practices in the 
garment and textile industry, focusing 
on energy, electricity and water savings 
and reducing environmental pollution.

The value chain of the textile and 
garment industry in Viet Nam also 
shows that there is an optimistic future 
investment prospect. According to the 
Ministry of Industry and Trade (2020), 
fabrics production capacity is about 2 
billion m2/year that meets only 25% of 
the demand of the domestic market. 
Current fabrics quality does not meet 
the requirements for export while 
Viet Nam still has to import 8 billion 
m2 of fabric per year. It is estimated 
that USD 30 million (equivalent to 
VND 700 billions) is needed for fabrics 
production with a capacity of 10 
million m2/year (Vinatex, 2020). Joining 
international agreements like CPTPP 
and EVFTA brings both opportunities 
and pressure to the industry to address 
this weakest part of the value chain by 
investing more on fabrics production. 
Specifically, to achieve the goal set in 
the development plan according to 
the draft development strategy of the 
Garment and Textile industry to 2030 
and vision of 2035, the total investment 
demand of the entire industry is about 
VND 68,864 billion per year. Of which, 
capital demand from SMEs is assumed 
to account for 40% of total investment 

demand. The loan-equity rate is 70% 
loan and 30% self-financing. The total 
investment for the period of 5 years 
(2022-2026) is VND 344,318 billion and 
for 9 years (2022-2030) is VND 619,772 
billion. The investments on fixed 
assets and long-term investments 
are effective with an Internal Rate of 
Return (IRR) of 10.3%.

For SMEs in Viet Nam, the capital 
size of investment can be grouped in 
three categories. The first category 
requires less than VND 100 million 
investments to improve the existing 
maintenance system and make simple 
improvements like installing inverter; 
insulation of high temperature surfaces 
or improving ventilation systems. The 
second category requires enterprises 
to make an investment from VND 
100 million to 1 billion to install basic 
new equipment like LED lights; servo 
motors; water recovery; high efficiency 
air compressor, etc. The third category 
is to invest over VND 1 billion to make 
technological changes such as using 
low-capacity dyeing/washing machines 
or using a dyeing machine with waste 
heat recovery etc...

Suitable credit lines for green investment 
of SMEs in Viet Nam
Viet Nam has made many commitments 
to WTO and different FTAs regarding 
liberalization of the national capital 
accounts. Financial institutions/banks 
are under increasing competition from 
global integration, business models 
rapid change, Fintech, etc. They need 

to strengthen their applicability and 
offer sustainable credit options to best 
exploit textile and garment customer 
networks. Corresponding to each 
type and size of businesses, different 
financial models are suitable to bring 
optimal efficiency. Specifically, Tier 
1 (traditional loans from banks) or 
Tier 2 lending (under the agreement, 
terms, criteria, and assignment by the 
third parties/international financial 
institutions) seems to be suitable 
for FDIs. Meanwhile leasing, credit 
guarantee/insurance; Peer to Peer 
lending (P2P) or venture-capitals 
are likely suitable for SMEs. Leasing 
is highly recommended for SMEs 
in case of machinery investment. 
Although leasing finance normally has 
high interest rates, it does not require 
collateral asset for medium to long 
tenor credit from 5-10 years. Short-
term financing, credit guarantees, 

The total investment 
for the period of 5 
years (2022-2026) is 
VND 344,318 billion 
and for 9 years (2022-
2030) is VND 619,772 
billion.

“

”
P2P lending, and venture capital in a 
global integrated context should be 
considered as solutions for Textile and 
Garment SMEs to solve the shortage of 
funds for operation and R&D, given the 
fact that currently 80%-90% of Textile 
and Garment loans are for operating 
activities.
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2. INTRODUCTION

The study is to focus on research and 
provision of reliable evidences, including 

but not limit to the following:

2.1. Objective of the Study

This study builds on the outcome 
of several researches on Viet Nam 

2.2. Scope of work

The growth and value proposition of the 
textile sector in Viet Nam and as such the 
potential size of credit for financing the 
sector’s growth
Environmental (negative) impact of the 
textile sector
Why (from both opportunities for as 
well as responsibility perspectives 
of) the banking sector needs to join 
collective action for the sector’s green 
transformation and the positive effect 
on the banking sector’s Environmental-
Social-Governance (ESG) risk assessment 
Resource efficiency and green 
technologies in the textile sector that 
have been recently turned into bankable 
projects
Risk (including but not limited to 
environmental) assessment of loan 
provision, including loan to SMEs
Inventory of international green finance 
sources for the textile and garment sector
Recommendations on the financing 
models for green investments that are 
suitable for two types of companies in 
textile and garment sector: large and 
SMEs

In-depth interviews were taken for 
key partners including VITAS, VNBA, 
3 commercial banks, a group of SMEs 
and corporations to verify analytical 
findings from desk research. The final 
report will be used by WWF to support 
banks to issue green credit lines for the 
textile and garment sector. A credit line 
often comprises of, but not limited to, 
financial packages, preferential interest 
rate, expanded grace period and other 
favorable terms and conditions. This 
feasibility study covers:
1) the sector value proposition
2) growth potential and potential size 
of credit demand
3) environmental impact of textile 
sector, 
4) inventory of green technologies and 
good practices

The study begins with desk research on 
the current context of the textile and 

garment sector and available reports of 
green credit for this sector. Inputs from 
the context analysis are incorporated into 
the design of qualitative and quantitative 
data collection tools. Collected information 
is cross checked and triangulated through 
focus groups, key informant interviews and 
secondary data to assess the effectiveness 
of green investment to garment and 
textile companies. Assessment of green 
investment effectiveness to the sector, 
using this methodology, takes place at 
two levels: the group of enterprises in 
the industrial zone and local individual 
enterprises. During COVID-19 breakout 
period in Viet Nam, interviews with 
different stakeholders were organized 
online. Enterprise representatives were 
asked about the need and demand of 
green credit line for textile and garment 
sector, with a major focus on the textile 
sub-sector. 

2.3. Methodology

© Hoang Thanh Nga / WWF-Viet Nam

textile and garment sector conducted 
by WWF and other stakeholders. 
The consultant will mostly conduct 
the desk research of available 
reports and studies to compile the 
feasibility analysis.  Water and energy 
improvements in dyeing and washing 
enterprises are key areas of attention. 
This research focuses more on the 
textile sub-sector than garment one. 
The first reason is that as the garment 
stage has lower environmental impact, 
thus receiving lower pressure of going 
green. Secondly, except for the case 
of new factory construction, garment 
facilities have lower scale of investment 
capital in technology and machineries, 
therefore the opportunity to expand 
medium-term investment credit is 
negligible. 

5) risk assessment of loan provision 
including loan to small and medium 
enterprises
6) inventory of international green finance 
sources for the textile and garment sector
7) recommendations on the financing 
models for green investments that are 
suitable for two types of companies in 
textile and garment sector: large and SMEs
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Desk review: to review existing reports 
provided by WWF relating to the textile 
and garment sector,  best available 
green technologies and practices in 
Viet Nam and other countries, green 
credit line experiences/lessons learnt 
, etc.; to review existing green finance 
sources for the textile and garment 
sector

1.  Survey of selected business cases 
provided by WWF and their green 
solutions: 
• Make quick assessment for those 
selected case studies to justify 
the return on investment of green 
technologies applied in the sector
• Make quick need assessment 
of selected banks on providing 
preferential loans or create green 

credit line to SMEs in textile and 
garment sector

2. Consultative meetings with VITAS, 
bank association and other partners 
proposed by WWF:
• After desk research, consult with 
mentioned-above WWF partners and 
revise the report for the consultation 
workshop with banks 

3. Field visits to selected case studies 
and banks
• Organize field visits to meet businesses 
in WWF case studies and selected 
banks to gather ideas and information 
from relevant stakeholders. Due to 
COVID 19 outbreaks, these activities 
may be replaced by online manner 
using different online tools
4. Quality assurance
• The project manager will consult 
closely with team members and WWF 
to ensure that the feasibility study 
covers tasks required by WWF

5. Analysis and reporting by 
consultants:
• Based on information gathered from 
desk review, interviews, consultative 
meetings and field investigations, the 
consultants will develop feasibility 
study report adhering to WWF 
requirements

6. Present feasibility study report at 
workshops organized by WWF

Sample design
As mentioned above, the study 
mostly focuses on desk research and 

interviews with some key stakeholders 
to justify the findings from desk 
research. This study does not design 
a representative sample. Instead, the 
study uses a limited sample of 3 groups: 
banks, garment and textile companies, 
donors. From 3 to 5 people from each 
group are interviewed. Each interview 
lasted about 45 to 60 minutes.

Data collection
For the analysis, we employ both 
primary data and secondary data.

Primary data
For the primary data collection, 
we collect data from interviews of 
key informants and consultative 
workshops. 
a. Key informant interviews
Key informant interviews are 
qualitative in-depth interviews with 
people who know what is going on 
in the garment and textile sector 
and/or green investment. Such 
interviews are carried out with 
chosen key persons from sector 
association, bank association, leasing 
companies, entrepreneurs etc. to 
collect information from a wide range 
of people whose knowledge and 
understanding can provide insight 
on the nature of problems and give 
recommendations for solutions. 
Interviews are semi-structured to 
obtain relevant information related to 
specific issues. 

b. Consultative workshops 
Collective intelligence is a powerful 

tool for exploring financial institutions’ 
perceptions and motivations regarding 
green investment and potential 
financial options for SMEs. Due to 
the COVID-19 outbreak in Viet Nam, 
workshops are organized in hybrid 
form: online and offline. For online 
consultative workshops, online tools 
like Mural or Miro Board are used 
to increase the interactions among 
participants.

Secondary data
As for secondary data, available 
information and statistics are very 
important to the analysis. Sources 
comprised of WWF project documents 
such as baseline assessment reports; 
public financial reports of listed 
companies participating in the project, 
and the results of previous research 
that have been done in these areas 
and relevant assessments. However, 
this report may not use quantitative 
methods in some parts where 
secondary data is unavailable or the 
data may be unreliable and precise.

Regarding group of enterprises, the 
consultant interviewed 3 groups of 
enterprises:
1) a group of textile enterprises in 
same industrial zone to identify the 
feasibility of green symbiosis
2) two enterprises in industrial zone, 
one with green investment and one 
without any green investment to justify 
the effectiveness of green investment
3) two enterprises out of industrial 
zone with and without green 
investment. For group of banks, the 
consultant interviewed 3 selected 
banks, representatives from State 
Bank of Viet Nam (SBV) and VNBA to 
understand the enabling environment 
for green credit lines and banks’ 
motivation to issue green credit lines 
for the garment and textile sector.
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2.4. Reading guide for specific audience group

Reader PageInterested information

Ministry
official

12-16; 23-25Opportunities and existing obstacles of the 
garment and textile industry to green
the industry

Investor
or banker

12-22Industry background information

Development 
partner

12-22Industry background information

Provincial
authority

official

34-35Main green finance products in
Viet Nam

Businesses 52-56; 74-84List of funds and programs

28-29;70-72Existing policies to support the industry 
on green investments

64-66Cost effective green technologies

16-12Value chain analysis of garment and 
textile industry

26Green practice to save water, energy and 
reduce wastewater

36-46Potential credit size and effective
return on investment

26Best environmental practices

60-61Credit opportunities for SMEs

37-46Potential green credit size

73Free Trade Agreements

26-29Green practices

60-61Credit options for SMEs

64Technology RO

65Heat recovering from hot wastewater

68-69Energy Efficient Technology

46Summary of potential green
investment performance

50-51Risk assessment for loan issuance to 
garment and textile companies

36-46Potential credit size and effective
return on investment

3. GARMENT AND TEXTILE 
SECTOR IN VIET NAM

3.1.1. Contribution of the industry to economic growth of Viet Nam

Textile and garment has become a key industry in Viet Nam with the 
second largest export turnover and the export value contribute 16% 

to the total GDP of the country. In recent years, the textile industry has 
continuously grown at an annual average rate of 17%1. Up until early 2021, 
textiles manufacturing companies employ around 2.5 million people.1

3.1. Value proposition

VIET NAM’S TEXTILE AND GARMENT INDUSTRY (2019)

Export revenue: US$ 39 billion

Exports contribute to: 16% of GDP

Industry annual growth rate
(2014 to 2019): 17%

FDI capital in first 11 months of 
2019: US$ 1.55 billion, 184 projects

FDI firms made up 70% of total 
export revenues in 2019

Source: GSO, Viet Nam Textile and Apparel Association (VITAS)

1 https://www.vietnam-briefing.com/news/seizing-investment-opportunities-vietnams-textile-garment-industry.html/#:~:tex-
t=The%20garment%20and%20textile%20industry,rate%20of%2017%20percent%20annually
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In 2019, the export value of textile and garment products reached 39 billion 
USD. Viet Nam now is one of the 5 largest garment exporting countries 
in the world. FDI enterprises contributed more than 60.64% to garment 
export turnover of Viet Nam’s textile and garment industry. 

The above overview information shows that Viet Nam’s textile and 
garment industry has affirmed the important role of the industry in the 
process of moving the country forward on the path of industrialization, 
modernization, and restructuring of the economy. However, Viet Nam’s 
textile and garment industry has not really developed sustainably due to 
its strong dependence on brands in the global value chain, on imported 
raw materials, especially yarn fabrics. Viet Nam’s textile and garment 
exports are abundant in types but face many market risks, which only 
focus on specific key markets, for both import and export. For example, 
recently, because of the China - U.S. trade war, yarn exporters are 
struggling because of their dependence on the Chinese market.

The growth rate of the textile and garment industry in Viet Nam has been 
stable during 2015 – 2019 period, showing that this is an industry with 
potential for development. In addition, it is especially important to note 
that in the 2016-2020 period, the competitiveness of Vietnamese garments 
is constantly being improved, while garment exports of the whole world 
market decrease 0.26% in average per year, Viet Nam’s export still grew by 
an average of 6.13% per year during this period.

Figure 2. Viet Nam’s export turnover from main markets from 2015 to 2020   
Unit: USD Billion2

Figure 1. Export Turnover of some industries
Unit: USD million

Source: Statistical Yearbook of Viet Nam 2019

While export turnover of the textile and garment industry brings more 
foreign currency to Viet Nam, the high import of raw materials also provides 
banks with a chance for foreign currency business. Fabric imports account 
for nearly three-quarters of the total imports of USD 13.5 billion in 2019 
and fiber imports 55% (VITAS).  Collecting foreign currency after exporting 
products and paying for imported materials will create low-risk business 
for banks.

3.1.2. Industry contribution to job creation and social stability 

The Viet Nam General Statistics Office (GSO) statistics show that in recent 
years, the number of textile enterprises in Viet Nam has increased 

sharply. By the end of 2018. there were 4,404 textile enterprises and 7,627 
garment enterprises (GSO, 2019).3

As shown in Figure 3, 95% of textile enterprises and 87% of garment 
enterprises are SMEs with less than 300 workers. Regarding capital scale, 
84.51% textile and 88.24% garment enterprises have less than VND50 
billion.
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2 http://www.vietnamtextile.org.vn/det-may-viet-nam-trong-cho-tin-hieu-sang-2020_p1_1-1_2-1_3-666_4-3867_9-2_11-10_12-
1_13-667.html

3 Niên giám thống kê Việt Nam 2019.
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In the period of 2010-2019, the average annual growth of textile and 
garment workforce was 7% and 9% respectively. The T&G industry’s labour 
accounts for 25.6% of the total employment of the manufacturing and 
processing industries and has the annual growth rate of 12.62%, which is 
higher than the average labour growth rate of all the economic sectors. 
In 2019, the garment industry employed 1.870.239 people combined.4 
Figure 4 provides more details about the textile and garment labour 
engagement. 

The job generation for more than 2.5 million workers, most of whom are 
unskilled labor proves that the Viet Nam’s Textile and Garment industry 
has made significant contribution to the social security. Moreover, the 
positive impact from Free Trade Agreements such as Comprehensive 
and Progressive Agreement for Trans-Pacific Partnership (CPTPP), EU 
- Viet Nam Free Trade Agreement (EVFTA) along with the fact that EU’s 
enterprises increase market diversification, the number of jobs in Viet 
Nam’s textile and garment industry has not only increased, but workers’ 
income has also improved. That contributes to stabilizing the mentality of 
workers and skilled jobs opportunities for the youth in localities.

3.1.3. Contribution of the industry to the transition from agriculture 
to industry and services

Viet Nam’s textile and garment industry has made an important 
contribution to the shift of labor from agriculture to industry and 

services. In the period of 2010 – 2017, the labor’s movement took place 
with the direction: reducing the proportion of agricultural labor (from 
49,5% in 2010 to 40,3% in 2017); increase the proportion of labor in the 
industrial sector (from 21% to 25,7%) and services (from 29,5% to 34%).5 
In rural areas, 86.3% of people at working age have not received training; 
only 4.33 million trained people graduated with degree, certificates, of 
which, the beginner vocational degree accounts for 15.9%. Particularly in 
agriculture, the proportion of trained workers aged from 15 and above 
has been very low (6). Thus, by 2017, there are still 95.8% of agricultural 
workers, equal to 38.61 million people without technical qualifications. 
[16]

Viet Nam’s textile and garment industry is a pioneer in moving factories 
to remote and rural areas (see the below Chart) that have contributed 
to generating local jobs and to some extent enhancing skills for the 
mentioned-above workers. This movement also requires more capital 
and retail services from banks.  From the North to the South, where textile 
and garment factories are located, there are people who not only have 
their income guaranteed, but also have access to vocational training, and 
improve their knowledge and quality of life. Textile and garments not only 
contribute to the transformation of the rural economy to industrialization 
and modernization of the country, but also help eliminate the gap between 
urban and rural areas. As a result, there will be a demand for loans and 
retail banking services for textile enterprises operating in those areas.

Figure 3. Number of Vietnamese textile and apparel enterprises

Enterprises categorized by number of employees

Source: Statistical Yearbook of Viet Nam 2019

Source: Statistical Yearbook of Viet Nam 2019

Figure 4. Number of employees in textile and apparel enterprises

Figure 5. Geographic distribution of Textile and Garment enterprises
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5 Mien Thi, Nguyen (2019); Shifting agricultural labor to industry and services in Viet Nam: number of problems and solu-
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Above analysis affirmed that the textile and garment industry has 
contributed greatly to the economic growth, job generation, workers’ 
income improvement, and economic restructuring in Viet Nam.

3.1.4. Forecasts of the textile industry

After a long period of Covid, there arise new trends in textile and 
garment products consumption: (1) some people shop more to 

ease the time of social distancing; and 2) some people consume more 
cautiously and pay more attention to environmental factors and social 
responsibility. According to many experts, the second trend is more likely 
because of worse consumers’ income. Knowing that the industry has 
negative environment impact, consumers will have higher requirements 
on environmental protection and social responsibility. They will further 
stay away from fast and low-cost fashion, the one causing worst impact 
on the environment .

With the requirements of environmental protection and new consumption 
trends, T&G enterprises aim to use resources more efficiently and reduce 
waste; eliminate substances of concern and micro-fibrillation; reduce 
natural emissions; radically improve recyclability by design modification, 
recovery and remanufacturing towards renewable materials:
• Textile enterprises in the main T&G manufacturing and exporting 
countries (Bangladesh, China, the European Union) are expected to 
promote the application of green technology in activities using energy. 
Thereby reducing the consumption of energy and water resources per unit 
and reducing the amount of waste. They also focus on using sustainable 
materials and enforce fair trade.
• More than 250 major brands globally continue to apply sustainability 
certifications for their products and materials. They also require suppliers 
to adhere to environmentally responsible policies and achieve relevant 
certifications. Global certification programs include some popular ones 
listed herein, among many others: the Global Recycling Standard (GRS – 
which monitors and verifies the content of recycled materials in the final 
product at least 20%, while ensure meeting strict production requirements); 
The Better Cotton Initiative (BCI) promotes improvements in cotton 
cultivation to make this activity more economically, environmentally and 
socially sustainable; Cradle-to-Cradle (C2C - redesigning, reshaping the 
traditional product design and manufacturing system into a closed system 
in which all materials are used and reused continuously).

3.2. Value chain analysis of the textile and garment sector 

The global textile and garment value chain is a typical buyer-driven 
value chain. Buyer-driven value chains are characterized by highly 

competitive and globally decentralized factory systems with low entry 
barriers. The companies that develop and sell brand-named products 
have considerable control over how, when and where manufacturing will 
take place, and how much profit accrues at each stage. Thus, marketers 
and merchandisers exercise the main leverage in buyer-driven value 
chains at the design and retail stages. Up to now, the value chain of the 
textile and garment industry in the world and in Viet Nam still follows the 
concept introduced by Goto in 2012. Therefore, in this report we continue 
to use this concept for analysis.

Source: Goto, 2012

The added value that Vietnamese enterprises create on textile products 
is not high. According to Vice Chairman of the Viet Nam Textile and Apparel 
Association (VITAS) cum Chairman of Hung Yen Garment JS Corporation 
(Hugaco) Nguyen Xuan Duong, an average shirt exported to the US market 
costs USD6. Of which, the cost of raw materials alone accounts for $3US, 
Cut-Made-Trim (CMT) processing cost is only for USD1.2 (including all costs 
of crates, boxes, hooks, bags, ...), plus taxes and export fees of around 
USD1.8. At the US market, consumers often pay USD11 to USD12 for the 
imported shirt.8 Vietnamese textile and garment enterprises mainly join 
the value chain at the simple processing stage, characterized with labor 
intensive and low value. In the textile and garment production chain, 80% 

Value 
added

Product design 
and branding

Sourcing and 
procurement of 
input materials

Distribution and 
marketing

Export

Assembly
(CMT)

Process flow

6 https://congthuong.vn/nganh-det-may-tiep-can-xu-huong-tieu-dung-moi-138068.html
7 http://tapchimoitruong.vn/dien-dan--trao-doi-21/kinh-nghiem-cua-mot-so-quoc-gia-va-cac-xu-huong-tien-toi-su-ben-vung-
toan-cau-trong-nganh-det-may-25616

8 https://nhandan.vn/nhan-dinh/tien-len-nac-thang-cao-hon-trong-chuoi-gia-tri-toan-cau-ky-1-372537/
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of labor are at the sewing stage but only add 20% to the product value. 
Meanwhile, the input stage (cotton cultivation to dyeing) only requires 
15% labor but adds about 60% value. The final stage (distribution, trade, 
service) only needs 5% labor but worth more than 20%. The following 
part will analyse Viet Nam’s textile and garment value chain to identify 
investment opportunities and bottlenecks in the industry.

Stage 1 - 
Design

Highly profitable 
and knowledge-
intensive stage

Leading countries in the textile and garment industry often focus 
on research and design of new products to create famous brands 
and achieve the highest profit margin. In Viet Nam, the design for 
textile and garment export products is mostly made according to 
the requirements and designs of foreign buyers. Although, some 
enterprises have determined that they must maintain a competitive 
advantage in domestic market by constantly improving the design to 
meet the increasing demands of Vietnamese consumers9, design is 
still the “bottleneck” of Viet Nam’s textile and garment industry.

Stage 3 – 
Sewing

Most labor-
intensive stage 

but lowest profit 
margin, 10-15% 

(Jocelyn Tran, 2011)

Sewing is the stage that new entrants often choose to enter first 
because it does not require much investment in technology and 
is very labor intensive. However, the profit gained at that stage 
is modest. According to statistics in 2015, Viet Nam’s garment 
factories are mainly CMT manufacturers (65%) and followed by 
FOB (30%) and lastly ODM (5%). For the CMT production method, 
the added value is very small because the production unit only 
performs tailoring, erection and finishing while customers 
provide raw materials and procure finished products. Although 
the export turnover of textiles and garments is very large, 
Vietnamese enterprises benefit very little. To penetrate deeper 
into the global value chain, enterprises need to produce in the 
form of FOB, ODM.

Stage 2 - 
Production of 

raw materials and 
accessories

Land and capital 
intensive stage

Raw materials accounts for a large proportion in garment value 
and determines the quality of the product. To see the status quo 
of this stage, let’s take a closer look at the following issues:

Source of cotton, fiber and yarn
• Viet Nam has to import most of the cotton and fiber products 
for yarn production for many years. The volume and value 
of imported input materials (including cotton, fiber, and yarn 
products) have increased continuously. As an example, yarn 
output has continuously increased from 810.2 thousand tons in 
2010, more than tripled to over 2.8 million tons in 2019.10

• The main reason for the underdevelopment of the cotton 
and fiber industry is that our country does not have a natural 
competitive advantage for cotton cultivation and fiber 
production. Thus, for cotton production, Viet Nam is less 
comparatively advantageous than other countries.
• Although the yarn industry has developed and most of the yarn 
produced in the country is exported, domestic textile spinning 
enterprises import yarn from abroad. This happened because 
domestic production has not met the quantity and quality 
requirements of foreign customers.

Weaving, dyeing and finishing activities
Weaving and dyeing have always been weak points in Viet Nam’s 
textile industry. Some of the main causes are: 
• Dyeing, printing and finishing factories consume a lot of 
chemicals and cause high load of pollution in wastewater. As a 
result, only a few provinces in Viet Nam currently give permission 
to build printing and dyeing factories, provided that a good 
wastewater treatment system is set up. 
• Weaving, dyeing and finishing are very capital and technology 
intensive, which is often beyond the financial capacity of many 
Vietnamese small and medium enterprises. According to Vinatex’s 
general director, on average, each textile and dyeing investment 
project requires a relatively large capital investment (from USD 2 
to 5 million) due to the expensive investment in the wastewater 
treatment system and the long payback period. The technology 
used in Vietnamese textile SMEs is often outdated or below the 
international average level.12

From the above analysis, this weakness of the textile industry 
has created a “bottleneck” that inhibits the development of 
the garment industry. This problem was even worse during 
the COVID-19 period when up to 61.8% of garment enterprises 
and 34% of footwear enterprises said that they had difficulty in 
importing raw materials from China.13

11 FPTS report (2017)
12 https://vir.com.vn/global-prospects-abound-for-textiles-83299.html
13 The pain of textile and footwear industry in the COVID-19 pandemic

9 http://tapchimoitruong.vn/dien-dan--trao-doi-21/kinh-nghiem-cua-mot-so-quoc-gia-va-cac-xu-huong-tien-toi-su-ben-vung-toan-cau-trong-nganh-
det-may-25616
10 Bộ Công Thương (2020); Thông tin xuất khẩu vào thị trường EU: Ngành dệt may; Nhà xuất bản Bộ Công Thương. 
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Stage 4 -
Export network

Knowledge-intensive 
stage

This includes branded garment companies, purchasing offices, 
and trading companies of different countries. One of the most 
remarkable features of the buyer-determined textile chain is the 
creation of merchants of well-known brands who do not participate 
in the production process. In the global textile and apparel chain, 
it is the traders and suppliers who are the intermediaries that 
play a key role and hold the major value in the chain even though 
they do not own any manufacturing plants.

Stage 5 - 
Marketing and 

distribution
Profit and 

knowledge-
intensive stage

This stage is held by large companies in the world with entrance 
barriers, so it is difficult for new countries to penetrate this stage of 
the value chain.
• Distribution activities of Vietnamese textile and garment enterprises 
are still underdeveloped and are dependent on foreign traders. This 
network of buyers includes retailers, manufacturers, and wholesalers. 
Retailers, mostly in the EU, Japan and US markets own leading 
international brands, supermarkets, wholesale and retail stores. 
Meanwhile, traders play a very important role as intermediaries in the 
supply chain of Viet Nam’s textiles and garments to bring products to 
the world.
• Due to COVID-19 crisis, brands depending on retail stores or 
focusing on fast fashion have been seriously affected. Setting up 
e-commerce platforms is the choice of 51.9% of brands that are 
purchasing from Viet Nam. This trend consequently reshapes the 
purchasing strategy. Specifically, the size of orders is smaller while 
lead times are shortened with higher personalization requirements. 
Furthermore, e-commerce requires a reduction in product error rate 
to ensure consumers’ satisfaction and to minimize the returns of 
products.

• Marketing and distribution activities are a weak part of Viet Nam’s 
textile and garment industry because we mainly perform processing 
orders at CMT and FOB level I. As a result, Viet Nam has few products 
with the own brands to reach global retailers. However, COVID-19 
brings both opportunities and challenges to the Viet Nam textile and 
garment industry. Viet Nam’s textile and garment industry has to not 
only move up to the upstream part of the value chain, but also adjust 
itself to catch up with current requirements. The textile and garment 
industry, on the one hand, must diversify the source of raw materials 
to prevent supply chain disruption and on the other hand, enhance 
the preparedness to compete with other suppliers as brands often 
seek to diversify their supply. Additionally, shortening the supply 
chain is a crucial strategy of brands to control over the transparency 
and sustainability in the supply chain. This might cast the small-and 
medium-sized factories to a disadvantageous position with fewer 
opportunities to participate in the large supply chains. In addition, 
brands also expect suppliers to invest in automation, minimize the 
production costs and shorten the lead times.14

After many years of joining the global textile and garment value chain, 
the industry still focuses on exporting products with relatively low added 
value. The biggest limitation of the industry is the uneven development 
at all stages, especially at the beginning of the textile value chain, 
including cotton growing, weaving, dyeing and finishing. The weak 
and slow development of these stages has hindered the development, 
reducing the added value of spinning and garment production. In 
addition, export and marketing networks are still a major weakness in 
Viet Nam’s textile and garment value chain, limiting the penetration into 
higher stages in the global textile and garment value chain. Thus, to be 
successful, Vietnamese textile and garment enterprises must enhance 
their competitiveness by switching to the higher added value production.

Aware of the above problems, many Vietnamese textile and garment 
enterprises have made positive strategic changes. The typical enterprises 
are Nha Trang Textile and Garment Joint Stock Company; Thanh Cong 
Textile Garment Investment Trading JSC, Viet Tien Garment Joint Stock 
Corporation, Nam Dinh Textile Garment Joint Stock Corporation, Hanoi 
Textile and Garment Joint Stock Corporation, etc. These companies have 
invested in raw materials production (such as yarn, textile, dyeing, fabric). 

ODM

0 1 2 3 4 5 6 7

CMT 1-3%

3-5%

5-7%

FOB

PROFIT AFTER TAX

14 Textile, garment and footwear industries amid the COVID-19 crisis: Impact and Strategic Responses; 2020
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In particular, some companies such as Viet Tien Garment also build a 
Research and Development Center to promote ODM (Original Design 
Manufacturing) and OBM (Original Brand Manufacturer) business and 
gain higher profit than CMT (Cut-Make-Trim) and FOB (Free on Board). 
Besides, the application of 4.0 technology brings Vietnamese businesses 
many benefits: 10 years ago, a yarn company had 10,000 spindles, required 
more than 110 workers, but now, the most advanced enterprises in Viet 
Nam with 10,000 spindles of yarn need only 25-30 workers. Thus, labor 
productivity per capita has increased nearly 4 times.

According to the research of the Viet Nam Textile and Garment Group, 
a 4.0-era yarn factory can reduce up to 70% labor and reduce energy 
consumption by 25%; 4.0 textile dyeing factory helps to reduce 30% labor, 
50% water used for dyeing and 50% energy consumption. Previously, 
the dyeing industry relied heavily on the human skills. Currently, the 
application of information technology creates more and more data, 
making the dyeing stage less dependent on human skills and thereby 
stabilizing the dyeing quality and formula. In the past, the first-time 
dyeing accuracy rate was only from 70-80%, now the rate can be up to 
95-98%.15 However, this will ask for a large amount of capital in the near 
future.

The SWOT analysis below clearly shows key factors affecting the industry 
development.

S
Strengths

W
Weaknesses

O
Opportunities

T
Threats

• Abundant and 
skillful labors 
at relatively low 
cost, of which 
the intermediate 
professional 
accounts for 17.3% 
while college, 
university and 
postgraduate 
accounts for 6.8%

• 70% of raw 
materials are 
imported from 
abroad, resulted in 
inactive production 
and limit quick 
response ability

• Limited 
application of 
technology and lack 
of skilled workers 
to master new 
technologies

• Weak design 
capability, relying 
on designs imposed 
by customers

• Business 
administration 
capacity is not 
consistent, 
especially amongst 
SMEs, limiting 
their anticipatory 
governance ability 
and resilience 
to cope with 
disruptions like 
Covid-19

• Second largest 
garment exporter 
of ready-made 
garments16

• Many garment 
enterprises are 
well-organized, 
large-scale, having 
good experiences 
in production and 
export

• Stable political 
and safe social 
destination; good 
policies to attract 
businessmen and 
foreign investors

• New market 
opportunities from 
new FTAs, e.g. CPTPP 
and EVFTA

• To get preferential 
import tax rates 
from CPTPP and 
EVFTA, fabric must 
be woven, cut and 
sewn in Viet Nam 
or by the members 
of the Agreement 
while the majority 
of Vietnamese 
textile and garment 
enterprises do not 
have their own raw 
material production

• More technical 
barriers to trade 
from import 
countries such as 
the regulations of 
chemical safety 
product law or 
import monitoring 
programs have been 
creating difficulties 
and higher cost for 
the suppliers

• Seaport is over 
utilized and limited 
warehousing 
facility cannot 
accommodate a 
large quantity of 
export items to be 
shipped

• Online shopping 
and e-commerce 
trends increase

• Personalization 
trends in product 
consumption and 
lean production 
push enterprises 
to change product 
designs and models

• Increasing trend 
of not using 
harmful chemicals 
and switching to 
environmentally 
friendly products

• The Industrial 
Revolution 4.0 is 
a chance for Viet 
Nam’s textile and 
garment industry 
to solve weakness-
es in productivity 
and quality such as 
replacing repetitive, 
toxic and danger-
ous jobs with high 
accuracy jobs and 
enhance the design 
by applying tech-
nologies and the 
industrial revolution 
4.0 in production 
and business.17

15https://haiduongdost.gov.vn/ttud/index.php?language=vi&nv=news&op=Tin-tuc-nganh/Nganh-Det-may-trong-xu-the-
Cach-mang-cong-nghiep-4-0-135

16 World Trade Statistical Review 2021 released by World Trade Organisation (WTO)
17 http://business.gov.vn/Tưliệu/tabid/214/catid/1105/item/59776/cơ-hội-va-thach-thức-của-nganh-dệt-may-trong-thời-gian-tới.aspx
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4. WHY IS IT URGENT FOR 
GREENING THE SECTOR?
Currently, outstanding loans of the textile and garment industry in Viet 

Nam reach nearly VND 140,000 billion, accounting for only 1.5% of the 
total outstanding loans to the economy.18 It implies that credit provided 
by financial institutions to the textile and garment industry is relatively 
low.  The reason is that the textile and garment industry is among 20 eco-
nomic sectors that have been assessed by credit institutions for environ-
mental risks when granting credit under the guidance of the State Bank 
(SBV) in the Environmental and Social Risk Assessment Manual, issued in 
August 2018. There is, however, potential demand for green investment, 
given increasing customer environmental awareness, governments and 
brands’ commitment for climate and environment actions. To see the op-
portunities for greening the sector clearly, the followings factors should 
be considered:

According to international 
organizations such as 

WRI and Ellen MacArthur, 
the fashion industry is the 
second largest consumer 
of freshwater resources. 
Dyeing wastewater has a high 
pollutant load. During the 
dyeing process, not all dyes 
applied to fabrics are fixed 
and the portion of unfixed 
dyes is found to be in high 
concentrations in textile 
effluents [6]. The amount of 
water consumed and released 
also varies depending on the 
type of fabrics produced. 
About 0.08-0.15m3 of water is 

4.1. Environmental impact of the textile and garment industry

The production process of Viet Nam’s textile and garment industry 
consumes a lot of energy and water. With the unit energy cost of 1 VND 

for 1 VND of product value, it is among the top energy users, comparing 
with textile and garment industry in other countries. Outdated production 
technology and limited technical capacity in many companies lead to 
energy waste and high emissions. A 2017 investigation by the Central 
Institute for Economic Management (CIEM) showed that majority of textile 
and garment FDIs in Viet Nam are from China, Taiwan, Korea, Hong Kong; 
and that only 5% amongst FDIs adopt high technology, 80% use medium 
technology, even up to 14% use low technology. There are nearly 200 

4.2. Environmental performance of the textile industry

used to produce 1 kg of fabrics [7]. Pagga and Brown [8] and Kdasi et 
al. [9] estimated that about 1,000-3,000m3 of water is discharged after 
processing about 12-20 tons of textiles per day. These effluents are 
rich in dyes and chemicals, some of which are non-biodegradable and 
carcinogenic, posing a major threat to health and the environment if not 
properly treated. It takes 2,700 liters of water to make a cotton t-shirt. 
Around 17%-20% of industrial water pollution comes from weaving, dyeing 
and finishing enterprises. Many materials used in the process of creating 
textile products such as heavy metals, flame retardants, ammonia, etc. 
are toxic chemicals to environment and human health. Chemicals used in 
textile dyeing enterprises are estimated at 500-2,000kg/ton of products. 
Viet Nam currently has about 177 enterprises operating in the field of 
dyeing, printing and finishing fabrics.

Specifically on water related risk, textile factory as a heavy water user, has 
an impact on the natural water availability of located area. On the other 
hand, these facilities, because of the reliance on water resource, need to 
review water risk of factory location to minimize the risk of water shortage 
for their production.19

Moreover, although the garment industry has replaced about 90% of 
machinery and equipment, about 40% of which is automated and high-
quality machines (Ministry of Industry and Trade, 2019), the technological 
level of the textile industry is average. Many machines, equipment and 
technologies were imported more than 15 years ago. As a result, product 
quality and productivity remain low; while resource consumption is large. 
These are the factors leading to stagnant performance of the textile 
industry and pose a high risk of environmental pollution.20

18http://baokiemtoannhanuoc.vn/thoi-su---su-kien/tiep-can-tin-dung-xanh---doanh-nghiep-det-may-can-co-du-an-thuc-su-
hieu-qua-148253

19 https://scp.gov.vn/tin-tuc/t11208/giam-o-nhiem-moi-truong-det-may-huong-toi-kinh-te-tuan-hoan.html
20 https://congthuong.vn/som-loai-bo-cong-nghe-lac-hau-130277.html

© Hoang Thanh Nga / WWF-Viet Nam
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textile and garment enterprises are listed as key emission enterprises 
(consuming 1,000 tons of CO2 converted). Currently, most textile and 
garment enterprises have received the requirement to label carbon on 
products from importers.

Several primary, secondary and tertiary treatment processes have 
been used to treat the effluents. These included flocculation, chemical 
coagulation, simple sedimentation, aerated lagoons, aerobic activated 
sludge, trickling filters, reverse osmosis and electro dialysis. However, 
these treatments are not found effective against the removal of all dyes 
and chemicals used in the industry [9,10]. These effluents not only contain 
high concentration of dyes, but also contain the chemicals used in the 
various processing stages. Some trace metals such as Cr, As, Cu and Zn 
are present in these effluents and can cause several health problems 
including hemorrhage, ulceration of skin, nausea, severe irritation of 
skin and dermatitis [11]. Textile effluents are also found to contain other 
organic and microbial impurities [12].

According to census and survey data from 120 enterprises with textile and 
dyeing wastewater treatment activities in the country in 2011, treatment 
technology is being applied in textile and dyeing factories including 4 
main types: Combining physical chemistry (coagulation/flocculation) 
and filtration; Physical chemistry and aerobic biology or vice versa; 
Physical chemistry, aerobic biology and physical chemistry; Physical 
Chemistry, biological and filtration (sand or activated carbon filtration)21. 
Depending on the requirements of the wastewater receiving source, 
treatment technologies are applied. For example, for factories located 
in the industrial zone with a centralized wastewater treatment system, 
the wastewater of the plant only requires treatment of type B and then 
connected to the industrial zone’s wastewater treatment system, then the 
plant only needs to build a treatment station with the appropriate scale 
and wastewater treatment technology stops at the preliminary treatment 
and physical chemistry treatment level (coagulation/ flocculation) to meet 
the requirements. However, for factories that are not in the industrial park 
or industrial parks that require wastewater treatment to reach the source 
of type A according to QCVN 13:2008 (some places must apply QCVN 
40:2011), the processing technology requires a higher and more complex 
level.

21Nguyen Thanh Ngan (2014);Waste water treatment technology and T&G industry – Practical Experienece;
Environment Magazine no 10
22 Lieu Thi, Duong (2020); Trách nhiệm xã hội của doanh nghiệp dệt may Việt Nam trong điều kiện hội nhập CPTPP.

Apart from unfriendly environmental practices, many large and 
medium-sized enterprises in Viet Nam’s textile and garment industry 

obtain the certificates from international firms on green growth, 
green energy consumption, green production, etc.,.22 It shows that the 
environmental standards of Viet Nam’s textile and garment industry 
are in place, for which environmental performance of many large and 
medium-sized enterprises are relatively good. Currently, the number of 
textile and garment enterprises engaged in clean production is more than 
before. In many enterprises, air pollution rate has reduced from 20-30% 
without any incremental investment costs thanks to the application of 
emission treatment technology through the boiler gas collection unit and 
reasonable consumption of textile and dyeing raw materials [15].

To minimize the negative impacts of the textile industry in Viet Nam, it is 
necessary to take measures towards the goal of sustainable development 
and protection of the living environment. According to a sector survey and 
factory audit conducted in 2020 - by Energy Conservation Research and 
Development Center (Enerteam), textile and garment enterprises have 
been applying some common solutions to save water, energy and reduce 
wastewater. 

They are, for example, emission treatment technology through boiler 
gas collection unit; technical and management solutions to minimize 
consumption of raw materials and fuels; and wastewater treatment systems 
for textile dyeing lines. In addition, many textile and garment companies 
have recently joined the Commitment of Collective Action with the vision 
that all stakeholders including public, private and civil society organizations 
are fully committed to the goal by 2030 for green transformation of the 
Textile and Garment sector to become more environmentally friendly, 
more job creation and decent working conditions.23

According to a study conducted by RMIT University Viet Nam, some 
textile enterprises have started installing wastewater recycle system that 
turn wastewater to the drinking water quality standard and reused for 
production process. Many others focus on more sustainable materials 
such as organic cotton, cotton with low chemical reserves, bamboo and 
artificial silk. These moves show that businesses are more responsible for 
the environment”.24

4.3. Common green practices amongst Viet Nam textile enterprises

23http://www.vietnamtextile.org.vn/commitment-of-collective-action-for-the-sustainability-vision-object_p1_1-1_2-2_3-812_4-5469.
24Doan, Do (2019); T&G sustainable development by environmental protection; Financial Times
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In recent years, green building certification in Viet Nam is gaining attention 
as an important tool for integrating environmental considerations. The 
goal is to control and minimize impacts, ensuring they do not exceed 
sustainable limits. Green building certification helps ensure that a factory 
meets basic environmental standards such as waste management, energy 
efficiency, air quality control, water saving practices, etc. Two of the most 
comprehensive and popular green building certification programs in 
Viet Nam are LEED certified by the United States Green Building Council 
(USGBC) and LOTUS developed by the Viet Nam Green Building Council 
(VGBC). 

A typical example is the DBW garment factory in Long An. This is the first 
project to achieve dual Platinum certification under LEED and LOTUS. 
The project achieved this result by improving energy efficiency by 44.3%, 
providing views out to 98% of the workspace, while cooling buildings with 
roof vegetation. Another example is Dong Phu Cuong garment factory in 
Phu Cuong industrial zone, Dong Nai province. The project has achieved 
LOTUS Platinum certification, improving 61.5% energy efficiency, 40.9% 
water efficiency. The project improves indoor air quality by using all paints, 
coatings and adhesives with low volatile organic compounds emissions 
(VOC). Providing fresh air, natural light and outdoor views significantly 
improves the health and well-being of workers and employees. The project 
also contributes to limiting the heat island effect thanks to the roof with a 
high Solar Reflectance Index (SRI) coefficient; the paved road surface and 
the white concrete surface absorb less radiation than the asphalt or black 
concrete pavement [21].

Therefore, to reduce environmental pollution and develop sustainably, 
textile and garment enterprises in Viet Nam need to change their technology 
towards being more environmentally friendly. In addition, under the 
operation cost-effective pressure, these enterprises must also find ways 
to reduce resource waste in the entire production process. As a result, 
the demand for using technologies such as digitalization of production 
processes and energy saving increases, which leads to a high demand for 
investment capital.

Table 1. Solutions to save energy and water

Areas Solutions

To save 
energy

Production

Utilities

• Install proper steam trap for piping, ironing
• Production machines: HEM (servo motor)
• Heat recovery from drying, from waste heat discharge 
of dyeing machines 
• Optimize the washing process

• Lighting systems: utilizing natural lights; turn off 
excess lights; using high efficiency LED lamps
• Air compressors: reducing air leakage; using 
booster air compressors; installing inverters for air 
compressors; recovering heat from air compressors; 
using loop pipeline, reducing setting pressure; 
investing new air compressors integrated VFD; using a 
screw compressor instead of a piston compressor

To save 
water

Năng lượng 
tái tạo

Non-
production

Production

• Solar water heating
• Rooftop Solar PV
• Biomass fired boiler

• Efficient Ventilation and HVAC/cooling: Installing 
false ceilings to reduce the height of the workshop 
or plastic films to recirculate the air flow; Turning off 
the water pump cooling pad 30 minutes before the 
break time; Controlling on - off or install inverters for 
ventilation fans based on temperature and humidity 
parameters; Using direct drive ventilation fan instead 
of belt drive ventilation fan.
• Boiler system: insulation, steam trap, combustion 
optimization, waste heat recovery

• Leakage and wastage control
• Replace conventional taps by low flow taps/dual 
button toilet
• Cooling water reuse/recycle
• Collect reject water stream of RO system and reuse

• Low MLR washing/dyeing machines;
• New dyeing technologies, including natural 
dyes, enzyme-assisted, cold batch pad, ultrasonic, 
supercritical CO2, etc.
• New fabric processing technologies, including ozone, 
eflow, laser, plasma
• Automatic chemical dosing system
• Optimizing the washing machine operations
• Reuse from wastewater treatment system for 
cooling/washing/ dyeing processing
• Harvesting rainwater (*)

Source: Survey of Enerteam, 2020&2021

New FTAs

The requirements from the new FTAs create opportunities for domestic 
textile and garment enterprises to develop more sustainably. Viet 

4.4. New FTAs and global market requirements 
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Nam has signed 02 new generation Free Trade Agreements (FTAs), 
including the Comprehensive and Progressive Agreement for Trans-
Pacific Partnership (CPTPP) and the Free Trade Agreement between Viet 
Nam and the European Union (EVFTA). The CPTPP and EVFTA agreements 
bring such benefits as tax incentives to Vietnamese products of certified 
appropriate origin, sustainable production and information transparency. 
At the same time, Viet Nam has an obligation to open its market to high 
quality and diverse products from partner countries, which means 
domestic companies will face increasing competition on an equal footing 
- or risk losing at home to foreign products and companies. Therefore, to 
take the trade preferences of FTA, textile and garment enterprises need 
to innovate in every aspect of their operations future.

Table 2. Impacts of FTA on the T&G and raw material industry

STT Name of 
agreement

Impact to garment and 
textile industrial

Impact to production
material inputs

1 CPTPP • To benefit the preferential 
import tax, 3 stages including 
making fibers and spinning; 
weaving and finishing fabrics; 
sewing must be done in 
CPTPP member countries. The 
advantage of enjoying tariff 
reduction and elimination is 
significant for such markets as 
Canada, Chile, Mexico, Peru,...

Opportunities for Viet Nam’s 
spinning industry to develop, 
given the context of cotton 
consumption in Viet Nam is 
increasing (annual volume 
about 1.5 million tons/year, 
ranks 6th in the world and 3rd 
largest cotton importer)

2 EVFTA • Traceability requirement is 
applied for 2 stages: sewing 
and weaving finished products 
must be completed in EU or 
Viet Nam. However, cumulative 
principle in EVFTA allows 
Vietnamese enterprises to use 
fabrics of the third country 
that also signed the free trade 
agreement. 100% garment and 
textile products of Viet Nam 
will get reduced import tax 
to 0% after maximum 7 years 
from the effective date of the 
agreement

Opportunity for fabric 
production to meet quality 
requirements to gain 
preferential tariffs. Currently, 
Viet Nam’s textile and garment 
industry needs 8.7 billion 
meters of fabric every year 
while the domestic production 
capacity is only 3 billion meters 
of fabric.

Global market requirements

There are increasing international regulations impacting on the textile 
and garment sectors. Legislation in the EU and some member countries 

has banned the importation of textiles and footwear using certain chemicals 
(mainly fluorocarbons). The US Environmental Protection Agency initiated 
a voluntary phase out of the fluorocarbon PFOA, and eight global fluor-
chemical companies agreed to eliminate PFOAs by 2015. 

To further address issues of supply chain transparency, in 2014, the EU 
introduced a ‘non-financial reporting’ directive that requires companies 
with more than 500 employees to report on non-financial aspects of their 
operations including the due-diligence activities they have undertaken to 
assess supply chains. Member states are required to have implemented 
the directive by 2017. 

The OECD has issued a responsible supply chain guidance in the garment 
and footwear sectors as a part of its Guidelines for Multinational 
Corporations. The guidance provides a due diligence framework to describe 
how companies can identify and prevent harms relating to human rights, 
labor, environmental and integrity risks in their own operations and in 
their supply chains. The document also provides recommendations for 
specific risks within the sector.

Facing the new situation and requirements for sustainable development, 
major fashion brands in the world have been taking the various due 
diligence measures, requiring the adaptation of Vietnamese textile and 
garment enterprises to new green targets as follows: 
• Promoting the use of recycled materials in fashion, such as polyester, 
glass, metals, and waste cotton.
• Reducing CO2 emissions in entire supply chains. 
• Increasing the use of sustainable cotton and jointly supporting cotton 
farmers through the Better Cotton Initiative. 
• Innovating design and production technology to reduce water use. 
• Taking used products as inputs to create new styles and for recycling 
usage.
• Giving customers tips on how to best preserve their clothing. 
• Reducing single-use plastic in their stores. 
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A comprehensive legal framework for wastewater management has 
been set up and is periodically updated. However, little attention has 

been given so far to policies and regulation to promote resource recovery 
from wastewater and sludge. The followings are several existing critical 
legal doctrines legislating Viet Nam’s textile industry:

Free Trade Agreements:
• The Free Trade Agreement between Viet Nam and the EU 
(EVFTA) stipulates that textiles and garments exported to EU 
must use fabrics made in Viet Nam, and sewing  must be done by 
Vietnamese or European enterprises. The agreement only allows 
the use of fabrics made in Korea because this country already has 
a bilateral FTA with the EU.
• The CPTPP requires the origin for textiles and garments from 
the yarn; or so called the “3-stage” rule. The process of spinning, 
weaving, dyeing, finishing and sewing clothes must be done 
within the CPTPP. This rule encourages the development of a 
vertical textile industry supply chain, encourages investment in 
the development of the yarn and fabric industry, and creates 
opportunities for Vietnamese enterprises to participate more 
deeply in the supply chain within the CPTPP bloc. Compared to 
previous FTAs, the origin requirement is more demanding. 
• The Regional Comprehensive Economic Partnership (RCEP) does 
not require fabric materials to be produced in Viet Nam or other 
RCEP countries. The sewing stage done in Viet Nam can enjoy tax 
incentives when exporting to member countries.

4.5. Legal framework on environment and green finance
for Vietnamese textile companies

Environment laws and regulations:
• The Law on Environmental Protection 2020 introduces 
provisions to expand the responsibility of manufacturers and 
importers. Specifically, manufacturing and importing enterprises 
and individuals must be responsible for collecting, recycling or 
making financial contributions to the waste treatment process 
for products at the end of their life cycle.

• Resolution No.24-NQ/TW/2013 on proactively responding to 
climate change, strengthening natural resource management 
and environmental protection. This resolution emphasizes 
specific tasks such as: (i) Responding to climate change; (ii) 
Strengthening resource management, rational, economical, 
efficient and sustainable use of natural resources; (iii) Protect the 
environment and ensure the quality of the living environment.
• The Decree No. 71/2017/ND-CP is a set of guidelines on 
corporate governance for public companies. The sector-specific 
Environmental and Social Audit List, issued by the SBV in 2018, 
provides specific guidance for banks in managing environmental 
and social risk amongst ten high-risk areas.
• Decree No. 71/2017/ND-CP is a set of corporate governance 
guidelines for public enterprises.
• QCVN 13-MT: 2015/BTNMT stipulates the maximum allowable 
values of pollutant parameters of textile dyeing wastewater 
discharged to receiving water source. Strict regulations on 
discharge standards into the environment on the one hand limits 
the effects of environmental pollution, however, on the other 
han, pose a technical barrier for those who want to invest in the 
textile dyeing industry.

Green finance regulations:
• The Directive 03/CT-NHNN issued by the State Bank of Viet 
Nam (SBV) in 2015 on green credit, and environmental and 
social risks management in credit granting activities, serving as 
sustainable banking regulations for bank operation in Viet Nam. 
• The Decision No. 986/QD-TTg, issued by the Prime Minister 
in 2018, on development strategy of Viet Nam banking sector 
to 2025, with orientations to 2030, with the aim to promote 
sustainable development, integrate green finance to banks’ 
credit processes, and increase the proportion of renewable 
energy in banks’ portfolios.
• Decision No. 55/2001/QD-TTg on capital support for textile 
enterprises in general and small and medium-sized enterprises 
in the textile industry.
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• Decree No. 111/2015/ND-CP: Textile and garment is one of 
the six sectors prioritized for government support. Specifically, 
the government will support up to 50% of the funding for 
research and development activities, 50-75% for the application 
and transfer of production technology. In addition, textile and 
garment auxiliary enterprises can also enjoy incentives on CIT, 
import tax exemption to create fixed assets, exemption from or 
reduction of land rent...
• The Decision 1552/QD-NHNN issued by SBV in 2015 on action 
plan for the banking sector to implement the national strategy 
on green growth toward 2020; details the role of the financial 
sector in supporting sustainable development in Viet Nam. 

Other environment legal documents relevant for the Viet Nam’s textile 
industry are summarized in the Annex 2.

In summary, the above information shows the necessity and urgency 
of greening the textile and garment industry in Viet Nam. ‘Greening’ the 
textile sector means working towards improving resource efficiency, 
reducing waste discharge, phasing out microfiber release, transforming 
the way clothes are designed, produced, sold and used to improve reuse 
and recycle rate25. Greening the sector is not just about technology. 
Long-term, sustainable growth of the sector must take into account 
the environmental, economic and social factors. Actions taken to green 
the textile sector will make a significant contribution to Viet Nam’s 
commitments to meeting many of the 17 Sustainable Development Goals.

25WWF (2020); Guidelines for Greening the Textile Sector in Viet Nam

5. INVESTMENT OPPORTUNITIES
IN BEST AVAILABLE TECHNOLOGIES 
IN THE T&G SECTOR 

Currently, there are many advanced technologies used in the textile 
and garment industry to address environmental pollution. In this 

report, we introduce some bankable projects of WWF at textile factories, 
where green advanced technologies have shown to bring both positive 
environmental and economic performance. In addition, we also introduce 
some other advanced technologies in the Annex 1 for your reference.

5.1. Factory-level green investment

Table 3. Factory level case studies of investment feasibility
in Best Available Technologies (BAT)

Technology Environmental benefits Economic benefits

Low MLR washing machine 
Replace high MRL washing 
machines by low MLR ones 
in denim (jean) washing 
factory

• Saving up to 30% water  
• Saving 12% chemicals 
• Saving 38% boiler’s fuel 
• Saving 6% electricity 

Consequently, reduce 
wastewater discharge 
volume and pollution load

• Capital cost = USD 
877,500 for 9 machines 
• Annual saving = USD 
193,400; 
• IRR = 28%
• Simple payback period
= 4.5 years
• Reduce wastewater 
discharge cost

Ozone machine
Using ozone for bleaching 
denim, instead of water 
and chemicals

• Saving up to 18% water  
• Saving 18% chemicals 
• Saving 19% boiler’s fuel 

Consequently, reduce 
wastewater discharge 
volume and pollution load

• Capital cost = USD 451,724 
for 5 machines 
• Annual saving = USD 
119,516; 
• IRR = 40%
• Simple payback period = 
3.8 years 
• Increase production lead-
time and quality 
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Technology Environmental benefits Economic benefits

Eflow machine
Using nano bubble (eflow) 
injection into washing 
machines for optimal 
absorption of dyes and 
chemicals 

• Saving up to 18% water  
• Saving 18% chemicals 
• Saving 19% boiler’s fuel 

Consequently, reduce 
wastewater discharge 
volume and pollution load

• Capital cost = USD 293,930 
for 5 machines 
• Annual saving = USD 
112,512; 
• IRR = 72%
• Simple payback period
= 2.6 years 
Increase production lead-
time and quality

Heat Recovery from
Hot Wastewater 
Extensive hot washes are 
carried out in the textile 
finishing industries to 
wash impurities, undesired 
chemicals and unfixed dyes 
and pigments. 

Thermal energy from the 
wastewater streams can be 
recovered. 

• Reduction in thermal 
energy (preheated 
process water will require 
less steam for heating)
• Reduction in greenhouse 
gases (reduction in fuel 
consumption due to less 
steam demand in the 
process) 
• Reduction in wastewater 
temperature which will 
enhance efficiency of the 
wastewater treatment 
plant

• Capital cost = USD 10,000
• Annual saving = 
USD 60,000 
• Annual O&M cost = 
USD 4,000 
• Simple payback period =
2 months 

Wastewater recycle using 
UF and RO membrane
Textile wastewater outlet 
from the ETP are treated 
using ultrafiltration 
and reverse osmosis 
membrane system to reach 
input water quality and 
return back to production

Recycle up to 60% 
wastewater volume 
(~212,000m3 per year)

• Capital cost = USD 640,000 
• Annual saving =
USD 126,270; 
• IRR = 43%
• Simple payback period =
5 years 
• Ensure wastewater 
discharge volume within 
the approved permit in case 
production capacity rises in 
the future 

Source: WWF, 2020&2021

Some examples on brand-leveled case studies in greening textile and 
fashion operations are indicated below [3].

5.2. Green transformation case studies at fashion brands  

International 
case studies Applied BATs or BEPs Results

H&M • Promotion of recycled 
materials, such as recycled 
polyester, recycled glass, 
recycled zinc and brass mix, 
using TENCELTM X REFIBRATM 
Lyocell fabrics, which is partly 
made from waste cotton
• Reduction of CO2 emission 
towards the climate positive 
value chain by 2040. 
• Ranking top three in 
Sustainable Cotton Ranking 
2020: H&M annually increases 
its sourcing of organic and 
recycled cotton, as well as 
cotton through the Better 
Cotton Initiative (BCI). 

• 57% of all materials are 
recycled or derived from other 
sustainably sourced materials. 
-20,649 tons of textiles were 
reused or recycled in 2018 
equivalent to 103 million 
T-shirts. 
• CO2 emission from its 
operation reduced 11% in 2018
-In 2020, H&M achieved 100% 
BCI, organic and recycled 
cotton. 
• By 2030, all materials used 
in all products will be certified 
sustainable, organic or recycled.

GAP • Improving manufacturing at 
mills and laundries
• Establishing its first science-
based targets to reduce GHG 
emissions in its own operations 
and supply chains by 2030 and 
commit to being carbon neutral 
across the value chain by 2050

• Reduced water use in 
manufacturing by 10 billion 
liters (2020)
• The commitment was to divert 
80% of waste from landfill for 
its U.S. operations by the end of 
2020 and eliminate single-use 
plastics by 2030

PUMA • Chemical VOC Reduction Program
• Water Efficiency Program 
• Feasibility studies and start 
installing solar panels; accelerate 
off-site renewable electricity 
purchase
• Expand use of recycled cotton, 
leather, and rubber; add recycled 
nylon
• Use more sustainable materials 
for each part of footwear and 
apparel products 

• 90% compliance with ZDHC 
Wastewater Guidelines on parameter 
level; and VOC index of 15 gr/pair
• 2% water reduction at fabric 
suppliers
• 100% renewable electricity for PUMA 
entities
• 0.6% recycled cotton used; 16.7% of 
recycled polyester used 
• 81% of apparel and 47% of 
accessories classified as more 
sustainable; 24% of footwear with 
at least one more sustainable 
component
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Such above green practices in H&M, PUMA and GAP help reduce production 
cost and strengthen the brand image, which in turn reduce risks of loans 
for banks.

In Viet Nam, the Resource Efficiency Improvement Program of IFC 
introduces three sets of solutions to help textile and garment enterprises 
in Viet Nam use their resources more efficiently.
 
Firstly, enterprises invest small capital (less than VND 100 million) 
to improve equipment and machinery maintenance, including fixing 
compressed air leaks, resetting the compressed air pressure, turning off 
the device when not in use, changing the dyeing process temperature, 
changing dyeing chemicals etc... In addition, enterprises make simple 
improvements in the installation of an inverter, insulation of high 
temperature surfaces, condensate recovery, improved ventilation system 
etc... Secondly, enterprises invest more (100 million - 1 billion VND). 
Enterprises install new equipment such as: LED lights; servo motors; 
water recovery; high efficiency air compressors, etc... Thirdly, enterprises 
invest a lot of money (over VND1 billion) to make technological changes 
such as low bath dyeing/washing machines; dyeing machine with waste 
heat recovery, stenter with heat recovery etc...

Results of these three solutions are shown in the Figure below:

Figure 6. Potential to save water (m3/year)

Figure 7. Potential to save energy (m3/year)

Source: Sharing experience in using resources efficiently
in textile factory (VIP-IFC)

Source: Sharing experience in using resources efficiently
in textile factory (VIP-IFC)

Large Investment
solution; 

3.441.139;
64%

Small Investment
solution; 
1.216.533;
23%

Average Investment
solution; 
673.886;
13%

Large Investment 
solution; 

1.674.491.302;
68%

Small Investment 
solution; 
216.203.809;
9%

Average Investment
solution; 
559.850.981;
23%
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6. GREEN CREDIT OPPORTUNITIES 
FOR THE T&G SECTOR

6.1.1. Green finance as an emerging asset class

Today, the framework provided by the Paris Agreement and the Sustainable 
Development Goals (SDG) may better delineate the perimeter of green 

finance activities (and of other components of the sustainable finance 
landscape). In this respect, green finance can be specifically referred to 
the financial stocks and flows aiming at supporting the achievement of 
the environment-related SDG. Similarly, climate finance can be associated 
with that component of green finance focusing on climate action, while 
sustainable finance may be considered to embrace all the financial stocks 
and flows mobilized to achieve all the SDG. 

Apart from various attempts made to define the term, it can be argued 
that the appearance of green finance as an emerging asset class has been 
established due to an unprecedented and increasing engagement of the 
financial industry with political and societal debates surrounding the need 
for an environmental transition. The first green bond was issued by the 
European Investment Bank (EIB) in 2007, followed by a similar issuance by 
the World Bank the year after. Since then, an increasing number of green-
labelled products have been created. In addition, the analysis of specific risks 
related to climate change gradually became a specific source of operational 
concern in the financial industry. In this respect, extreme weather-related 
events due to climate change have forced insurance companies and 
banks to pay more attention to the possible impacts of environmental 
risks on their bottom line (e.g., in the form of unexpected higher payments 
on insured risks or higher default rates on loans from companies affected 
by natural calamities). Today, the growing acceptance of the materiality of 
climate change at all levels of the economy is another central driver for the 
development of green finance.

Finally, the growth of green finance in the last decade should also be related 
to the strong commitment of the major stock exchanges worldwide. Financial 
centers such as London, Paris, Luxembourg, Copenhagen, Amsterdam in 

6.1. Global initiatives

Europe, Shanghai and Beijing in China, San Francisco and Los Angeles in the 
United States, Vancouver and Montreal in Canada have taken the lead and 
are progressively improving the quality and depth of their green finance offer. 
To this extent, dedicated listings for green finance and sustainable finance 
securities have also emerged all over the world [29].
6.1.2. Main types of green finance products and relevant market trends 
of green finance

Table 4. Green finance products

Green finance 
products Descriptions Example

Green Bonds 
(and Climate 

Bonds)

• Green bonds target at creating 
positive environmental impact to 
specific financial projects. At the same 
time, buyers of these bonds have the 
assurance that the proceeds of the 
issuance are used to these ends. 
• Climate bonds focus on projects related 
to climate change mitigation and 
adaptation. Contrary to green bonds, no 
widespread labelling is currently in use 
for this category of debt issuances.

• European Investment 
Bank
• Since 2008, the World 
Bank issued approximately 
USD 16 billion equivalent in 
Green Bonds through over 
185 bonds in 23 currencies 
(as of 5/2021)

Green
Asset-Backed 

Securities

Green asset-backed securities are often 
included in the general category of green 
bonds. Through securitization, assets 
that are normally illiquid can be pooled 
and transferred to an ad hoc vehicle 
(so-called special purpose vehicle, SPV), 
which issues tradable securities backed 
by those assets. Principal and interests 
for the securities issued by the SPV are 
then repaid by the flow of resources 
coming from the underlying pooled 
assets. 

Toyota ABS securitizing 
loans for electric and 
hybrid vehicles.

Green Loans As the need for funding a wide array 
of environmental projects requiring 
smaller-scale investments is indeed not 
negligible, green lending in the form 
of green loans has also started to be 
considered. In this respect, the same 
criteria for use of proceeds, process 
for project evaluation and selection, 
management of proceeds, reporting are 
considered for assessing the compliance 
of the loans issued with the principles. 

HSBC’s existing customers 
installing GIC Rooftop Solar 
Energy System in Da Nang 
and Ho Chi Minh city
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Green finance 
products Descriptions Example

Green Funds Green funds refer to: 
• Best-in-class strategies, consisting 
of using specific criteria to identify 
companies that perform best in terms 
of environmental impact within different 
sectors or industries. 
• Themed strategies, involving investing 
in sectors that are essential to climate 
change and the environment. 
• Norms-based strategies, relying on 
national or international standards and 
norms to build green portfolios. 
• Engagement and voting strategies, 
implying investing in companies, and 
actively participating in company’s 
decisions-making encouraging better 
environmental management and 
processes.

• Good Fashion Fund;
• Green Climate Fund

Green
Project

Financing
Operations

Project finance generally refers to 
different techniques of financing a 
project for which the repayment is 
directly dependent on future cash flows 
generated by the initiative. Project 
financing operations are extensively 
used when it comes to large, long-term 
infrastructure and industrial projects or 
other types of non-recurring initiatives. 

Green Investment Support 
Program - LCEE Project 
gives loans to enterprises 
from VND 400 million to 
VND 4 billion. Businesses 
can receive bank security 
up to 50% of the loan 
value. By the end of the 
project, based on the 
energy-saving level, a 
payout of 10% to 30% of 
the loan value will be given

Based on the above analysis, there are 3 major opportunities for green 
finance in the textile and garment industry as follows:
a) Invest in the production of input materials such as yarns, fabrics, 
and accessories for apparel. Main and auxiliary materials need to meet 
the requirements of sufficient quantity to guarantee a stable supply; the 
quality is in line with the standards of major global brands; reasonable 
costs to make products competitive.

6.2. Green investment for textile enterprises

b) Invest in applying the latest technology to reduce waste into the 
environment, which is very urgent for the whole industry, especially for 
weaving and dyeing enterprises. There is also a need to improve the plant’s 
operating system to save energy and wastewater treatment system.
c) Invest in product design and product distribution: study market needs 
and trends to design products and build a product distribution system in 
target markets.

The balance of 03 sub-sectors: upstream (fiber production), midstream 
(fabric production and dyeing), and downstream (garment manufacturing) 
is important for the sustainable development and smooth operation of 
the textile and garment industry. In Viet Nam, garment manufacturing 
accounts for about 70% the total textile and garment business with CMT 
model being the main activities. To maintain in the top 5 world’s exporters, 
Viet Nam companies must invest on new technologies and R&D for the 
following reasons:
• To balance the development of garment sector with low-value-added 
from CMT, CMP models, the textile sector must receive more investment 
to balance the supply chain and to increase more value from upstream 
operations. Ever fast-changing demands, booming edge-cutting 
technologies, emergence of sustainable business models, and R&D of 
new environmentally friendly materials open opportunities for easing 
new investments and fostering the financial outcomes.
• Nowadays, Asian and ASEAN countries are the selected destination of 
automotive and furniture industries, which use a lot of fabric products 
from the textile industry. R&D activities will generate new light-weight and 
durable fabrics and keep pace to the future development of the industry.
• Under the obligations of BASEL II, III standards to the entire banking 
system, commercial banks in Viet Nam are confident to handle the business 
risks from lending any sectors in the economy. Regular update of top-
notch fintech software and apps, complete commitments of international 
regulations and best practices, and strong international integration will 
intensify data linkage, staff capacity and smooth operation in evaluating 
and lending projects.

The below case of SAITEX International Co., Ltd. can be used to show that 
there are opportunities to do business even in unprecedentedly risky 
segments. After the investment in innovative technologies such as laser 
cutting, e-flow, spray robots, ozone bleaching, auto dosing, renewable 
energy, air-drying, close-water system, jet washing, and green building. 
The company can generate a lot of cost savings from water, electricity or 
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trading redundant sources, CER (Certified Emission Reduction) options. 
Estimated annual saving may be from $1.343 to $1.747 million.

The case also shows the benefits of early investment, of being a long-term 
trustworthy supplier of well-known fashion brand, and of realizing all the 
opportunities to generate added values.

Case 1– Green investment of SAITEX International Co., Ltd.
Source: WWF – Guidelines for greening the textile sector in Viet Nam

The report does not have the information on total investment 
of Saitex to perform deeper analysis. The calculation is based 
on the saving which the company can realize after all the 
investments in 2012.
 
In the mid of 2019, the company installed the roof solar systems 
for generating the electricity; at that time, the selling price of 
redundant electricity to EVN was about VND2,200/kWh; while the 
average price of electricity for manufacturing purpose is about 
VND 1,800/kWh.  Electricity reduced up to 13 million kWh per 
year. Total income from saving electricity was about US$1.243.48 
million. Calculating with the exchange rate of 23,000VND/USD, 
the detailed result is as follow:
 • The income from saving electricity, (13,000,000 x 
1,800)/23,000 = $1.017 million
  • If Saitex can settle the PPA for redundant electricity 
to EVN, the company can generate income of (13,000,000 x 
2,200)/23,000 = $1.243.48 million
 

Saitex can sell the CER via their branding companies such as 
G-Star Raw, Ralph Lauren, Calvin Klein, Tommy Hilfiger, and 
GAP. The converted ratio from electricity saving to CER (ton 
of CO2) is about 0.913 CER/1,000kWh (Decree 21/2011/NĐ-CP 
dated 29 March 2011). In China, each CER is sold at $4.89; at the 
same time, each CER in Europe is traded at $13-14. The addition 
income from CER traded at China’s rate is 13,000 x 0.913 x 4.89 = 
$0.058 million.

Saitex can save up to 250 million liters of water per year. Water 
price applied for industrial park ranges from $10,000-12,000m3, 
and waste-water treatment fee is about $20,000- 29,000 m3. 
Every year, water saving cost is estimated $0.326 million, 
breaking down for: 
 • Input water cost: (250,000 x 10,000)/23,000 =
$0.109 million
 • Wastewater treatment fees: (250,000 x 20,000)/23,000 = 
$0.217 million

Waterless technology at SAITEX International Co., Ltd.

6.2.1. Potential size of green credit demand in the textile sector

According to the above analysis, Viet Nam Textile and Garment 
industry is one of the most important manufacturing and export 

industries of the economy but this industry can partly meet its own needs 
of input materials such as fabrics (finishing) and garment accessories. The 
supporting industry (SI) of the domestic textile and garment industry has 
not developed to meet the needs of the industry in terms of upstream raw 
materials and accessories.
 
According to an IFC-Viet Nam Improvement Program (VIP) document 
on resource efficiency in textile factories, machineries such as dyeing, 
stenter, wastewater treatment system are the top energy consumption 
units. Water is mostly used for dyeing and washing stages. Therefore, 
textile companies have a high investment demand for upgrading these 
machines and systems to reduce water and energy consumption. This is 
the entry point for financial institutions to provide green credit for these 
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Statistics from the General Statistics Office (GSO) from 2015-2019 show 
that the total capital for production and business of Viet Nam textile and 
garment enterprises increased from VND 425,821 billions to VND 790,910 
billions, corresponding to an average increase of about VND 91,272 billion 
per year, which achieved a growth rate of 16.7%/year (see Figure 10). In 
the same period, the value of fixed assets and long-term investments 
of the sector increased from VND 221,925 billions (VND 136,655 billions 
of textile and dyeing enterprises and VND 85,270 billions of garment 
enterprises) to VND 393,206 billion (VND 238,071 billions of textile and 
dyeing enterprises, and VND 155,135 billions of garment enterprises), 
corresponding to an average increase of about VND 42,820 billion per 
year, equivalent to a growth rate of 15 .4% per year (see Figure 11).

Figure 9. Structure of electricity using in a typical garment factory

Source: IFC

A typical sportswear sewing factory A typical Backpack sewing factory

Figure 8. Structure of energy using in a typical textile dyeing factory

Source: IFC
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businesses.  Access to capital, especially credit capital for textile enterprises 
is not a small challenge as majority of them are small and medium sized. 
To have a better view of green credit needs amongst Viet Nam textile 
and garment enterprises, this section provides an estimation of the credit 
size for the entire sector based on the investment capital needs for fixed 
assets and long-term investments.

Figure 10. Capital of operational textile and garment enterprises
as of 31 December 

Source: Compiled data from Annual Statistic Book 2020
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Figure 11. Value of fixed asset and long-term investment of operational textile
and garment enterprises as of December 31

Source: Compiled data from Annual Statistic Book 2020
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The MOIT’s draft development strategy of Viet Nam apparel and footwear 
industry to 2030, with an orientation to 2035, sets out the growth rate for 
the sector production value in the period 2020- 2025 at 8-10%. This growth 
rate is similar to that of the period from 2015 to 2019. In this period 2015 
to 2019, the growth rate was 12.82% for the textile sub-sector and 7.94% 
for the garment one (see Figure 12). Thus, if the correlation between the 
growth rate of fixed assets value and long-term investment and the growth 
of industrial production value is maintained in the period 2015-2019, the 
value of fixed assets and long-term investment of Viet Nam textile and 
garment enterprises for the period 2020-2025 will need to increase on 
average by about VND 42,820 billion per year.

According to GSO, fixed assets and long-term investments of businesses 
are the total remaining value of fixed asset, incomplete basic construction 
cost, deposits and long-term financial investment (page 310 – Statistic Book 
2020, GSO). Therefore, to reach the annual increase of fixed asset and long-
term investment up to VND 42, 820 billion, Vietnamese enterprises need 
to invest VND 42,820 billion and at the same time, top up for depreciation 
of fixed asset annually. The assumption is that the value of fixed assets 
accounts for 60% of total value of fixed assets and long-term investments 
and straight-line depreciation is applied for the period of 7 years. Annual 
value of fixed assets and long-term investments of garment and textile 
companies in Viet Nam is calculated in Table 5 below: 

Figure 12. Industrial production index of textile and garment sector (%)

Source: Compiled data from Annual Statistic Book 2020
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Table 5. Estimation of additional investment for the value of fixed assets and long-term

Content Calculation 2015 2016 2017 2018 2019STT

Value of fixed assets 
and long-term 
investment

Data from 
Annual Statistics 
Book 2020

1

Annual average in value 
of fixed assets and 
long-term investment 
(billion VND)

Annual average 
value for the 
period 2015 - 
2019 (2)

2

303.838

Ratio of fixed assets 
to total value of fixed 
assets and long-term 
investment

Estimate (3)

3

60%

Average amortization 
time (year) Estimate (5)

5
7

Annual depreciation 
(billion VND) (6)=(4)/(5)

6
26.043

Average annual in 
value of fixed assets 
(billion VND)

(4)=(2)*(3)
4

182.303

Average annual 
increase in value 
of fixed assets and 
long-term investment 
(billion VND)

7

42.820

Annual investment 
need for value of 
fixed assets and 
long-term investment 
(billion VND)

(8)=(6)+(7)

8

68.864

221.925 262.992 299.530 341.538 393.206
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Above analysis shows that most investments on fixed assets and long-term 
investment of the Vietnamese textile and garment enterprises is green 
investment. Therefore, it can be considered that the credit demand for 
the industry is about VND 68,864 billion per year, equivalent to VND 
344,318 billion for 5 years (2022-2026) and VND 619,772 billion for 9 
years (2022-2030).

As of 31st December, 2019, enterprises with large capital size accounted 
for 2,6% in terms of number of registered enterprises in Viet Nam but 
made up 66.6% of all the registered capital in the economy. Small and 
Medium Enterprises (SME) capital accounted for 33,4% (Page 42 – Viet 
Nam Business White Paper 2020 – Statistical Publishing House, Hanoi). 
The textile and garment industry has different composition of large 
versus SME groups. Textile and garment SMEs accounts for 91% in terms 
of labor size and 95% by capital size (see chart below). It is also noted 
that the investment capital of SMEs grows faster than that of large-capital 
enterprises. For example, the capital in 2019 increased 22.6% compared to 
2018 amongst SME group and only 6,7% amongst large enterprises group 
– Page 47 – Viet Nam Business White Paper 2020 – Statistical Publishing 
House, Hanoi). Therefore, it can be estimated that the fixed assets and 
long-term investment capital volume of textile and garment SMEs is 40% 
of all the entire industry.

With the assumption that the equity ratio of enterprises is 30%, the average 
demand for credit capital for green investment of Viet Nam textile and 
garment enterprises in the period of 2020-2025 is shown to the following 
Figure:

Source: Compiled and calculated data from Annual Statistic Book 2020

6.2.2. Assessment of loans repayment capability for textile SME green 
investment

As SMEs often lack fixed asset collateral to secure new loans, this 
analysis will focus on analysis of loan repayment ability based on 

investment return cashflow according to the total investment approach. 
Green investments are often not directly involved in the products and 
thus not generating higher revenues. Instead, investments in items such 
as resource efficiency, wastewater treatment help reduce costs and 
increase profits. 

This model uses the following assumptions:

• Total investment: the total capital demand for SMEs’ investment is 
calculated according to Figure 13: VND 27,545 billions;
• Loan: The loan demand of SMEs is calculated according to Figure 13: 
VND 19,282 billions;
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Figure 13. Estimation of annual credit size for green investment of
textile and garment enterprises (bil.VND)
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• Net Revenue Year 1: Revenue in the first year of operation, which is 
calculated as 40% of net additional revenue for the period 2015-2019 of 
Viet Nam Textile and Garment industry (see Figure 14): 40% x 92,264= 
VND 36,906 billion. 

• Annual average profit rate: 3%/year (average rate for the period of 2015 
- 2019 of garment and textile companies according to Figure 15 below)

Figure 14. Annual net turnover of operational Textile and Garment
enterprises as of annual December 31 (bil.VND)

Source: Compiled and calculated data from Annual Statistic Book 2020
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Figure 15. Profit rate of operational Textile and Garment enterprises
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• Interest rate: 8%/year.
• Loan period: 10 years.
• Corporate income tax: 20%
 Calculation result is shown in Table 6 below:

Table 6. Loan repayment capacity balance sheet for SMEs

Content Year 1 Year 2 Year 3 Year 4 Year 5No

Debt repayment planI 3.394 3.239 3.085 2.931 2.777

Payment sourceII 3.640 3.640 3.640 3.640 3.640

BalanceIII 247 401 555 709 864

Repayment rateIV 1,073 1,12 1,18 1,24 1,31

ROIV 4,0% 4,0% 4,0% 4,0% 4,0%

Opening balance1 19.282 17.354 15.425 13.497 11.569

Original debt payment2 1.928 1.928 1.928 1.928 1.928

Interest3 1.465 1.311 1.157 1.003 848

Ending balance 17.354 15.425 13.497 11.569 9.641

Net revenue 36.906 36.906 36.906 36.906 36.906

Profit rate 3,0% 3,0% 3,0% 3,0% 3,0%

Profit before tax 1.107 1.107 1.107 1.107 1.107

Profit after tax 886 886 886 886 886

Depreciation of fixed assets 2.755 2.755 2.755 2.755 2.755

Unit: Billion VND

Content Year 6 Year 7 Year 8 Year 9 Year 10 TotalNo

Debt repayment planI 2.622 2.468 2.314 2.160 2.005 26.995

Payment sourceII 3.640 3.640 3.640 3.640 3.640 36.403

BalanceIII 1.018 1.172 1.326 1.481 1.635 9.408

Repayment rateIV 1,39 1,47 1,57 1,69 1,82 1,35

ROIV 4,0% 4,0% 4,0% 4,0% 4,0% 40,2%

Opening balance 9.641 7.713 5.785 3.856 1.928 -

Ending balance 7.713 5.785 3.856 1.928 0 -

Net revenue 36.906 36.906 36.906 36.906 36.906 369.055

Profit rate 3,0% 3,0% 3,0% 3,0% 3,0%

Profit 1.107 1.107 1.107 1.107 1.107 11.072

Profit after tax 886 886 886 886 886 8.857

Depreciation of
fixed assets

2.755 2.755 2.755 2.755 2.755 27.545

Original debt payment 1.928 1.928 1.928 1.928 1.928 19.2821

Interest 694 540 386 231 77 7.7132
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The above calculation results show that, with the assumption of revenue 
and profit ratio as the same as the period 2015-2019, loan repayment 
for green investment of Viet Nam textile and garment SMEs is completely 
feasible. Debt payment ratios are all greater than 1. 

Table 7. Analysis of financial performance - total investment approach

Description Invest-
ment Year 1 Year 2 Year 3 Year 4 Year 5No

Cash inflow1 - 5.106 4.951 4.797 4.643 4.489

Cash outflow2 (27.545) - - - - -

Profit after tax - 886 886 886 886 886

Depreciation - 2.755 2.755 2.755 2.755 2.755
Interest - 1.465 1.311 1.157 1.003 848

Investment (27.545) - - - - -

Present Value3 (27.545) 5.106 4.951 4.797 4.643 4.489

Net present value4 (27.545) 4.727 4.245 3.808 3.413 3.055

Discount rate WACC 8,0% - - - - -

Expenditure Investment 
year Year 6 Year 7 Year 8 Year 9 Year 10No

Cash inflow1 4.334 4.180 4.026 3.872 3.717

Cash outflow2 (27.545) - - - - -

Present Value3 (27.545) 4.334 4.180 4.026 3.872 3.717

Net present value4 (27.545) 2.731 2.439 2.175 1.937 1.722

Profit after tax 886 886 886 886 886

Depreciation 2.755 2.755 2.755 2.755 2.755
Interest 694 540 386 231 77

Investment (27.545) - - - - -

Discount rate WACC 0 - - - - -

FINANCIAL PERFORMANCE – Total Investment Approach

Discount rate - WACC

Payback time - non discount 
Payback time - discount 

IRR
NPV

8,0%
2.707
10,3%
5 year, 10 month
8 year, 06 month

Table 7 shows that investments on fixed assets and long-term investments 
are effective with IRR at 10,3%.

6.2.3. Impact of COVID 19 on credit size and credit solvency 

Textile and garment is among the most affected industries by the 
Covid-19 pandemic, we can see most clearly in three aspects:

Firstly, Viet Nam is deeply integrating into international markets. In this 
landscape, textile and garment arises as a top manufacturing industry 
that export majority of its products to global market. Thus, it is typically 
vulnerable to the any incidents or disruption the global supply chain. It 
is evident when the Covid-19 pandemic broke out in early 2020. At first, 
the industry confronted a sudden shortage of raw materials and fuel. On 
average, 60% input materials were imported from China, South Korea and 
Japan in the period 2015-2019. In two years 2018 to 2019, import turnover 
of textile and garment inputs exceeded 20 billions USD. Fabric import 
turnover since 2015 has exceeded 10 billion USD and always accounts for 
the largest proportion.

Secondly, many textile and garment FDIs and domestic manufacturers at 
tier 1 (sewing stage), level tier 2 (fabric mills) in the supply chain are short 
of labor force due to blockade, isolation or travel restrictions for workers 
and experts from partner countries.

Thirdly, Viet Nam’s textile and garment industry is mainly in the processing 
segment for export. The Covid-19 pandemic has caused a sharp reduction 
in market demands as well as foreign trade activities. Therefore, fashion 
vendors and brands did and will continue to extend, postpone, and 
cancel orders, consequently resulting in plummeted export turnover. 
Specifically, in March 2020, many US and EU businesses announced to 
suspend receiving textile and furniture orders from Viet Nam in 3-4 weeks. 
Although Korean enterprises have not made any official statement, they 
have actively suspended orders from Vietnamese enterprises.

In the first and second aspects, except for the labor input which mainly 
depends on domestic resources, the factors that cause the shortage of 
input supply for Viet Nam’s textile and garment will directly affect the output 
as well as the growth rate of industry production value. Thus, according 
to the above assumptions, the short-term credit size is estimated to fall.  
However, after successfully controlling Covid-19, to limit the negative 
effects from over-dependence on input supply from abroad as well as 
increase the ability to be self-sufficient in input materials for production 
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and the competitiveness, it is necessary to boost the investment demand 
of the textile and garment industry and thus the credit scale for investment 
will recover and grow.

In the third aspect, the reduction in consumption demand caused by 
the Covid-19 pandemic will negatively affect the revenue and profit of 
Vietnamese textile and garment enterprises, and thus will indirectly reduce 
investment demand and reduce the credit scale for investment during 
the pandemic period. When Covid-19 is controlled, consumer demand will 
recover. Therefore, the credit scale for investment will depend a lot on the 
results of disease control and prevention of Viet Nam and other countries. 
GSO’s statistics show that in the first 6 months of 2021, Viet Nam’s textile 
and garment industry has had more positive sign than the same period 
last year, thanks to the recovery of the production chain by the return 
of traditional orders. Major economies all over the world deployed 
vaccines to prevent the Covid-19 pandemic, and gradually reopen their 
economies. Some of Viet Nam’s main export markets gradually recovered 
and took advantages of opportunities from the signed and implemented 
Free Trade Agreements (FTAs). In particular, the US, EU, Japanese, and 
Korean markets have many positive signs when many textile and garment 
enterprises already have export orders until the third quarter of 2021. 
The shopping demand of consumers in the US and Europe for clothing 
items increased sharply following gradual lifting of the blockade.

The textile industry production index in June increased by 3.8% over 
the previous month and by 14.3% over the same period in 2020 and the 
apparel manufacturing industry increased by 3.4% and 7.9%, respectively. 
Generally, in the first 6 months, the textile production index increased 
by 8.6% over the same period last year; apparel manufacturing industry 
increased by 8.9%. 

Source: Industrial Production Index June 2021 - GSO
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Export turnover of textile and garment products in the first 6 months 
of 2021 is estimated to increase sharply compared to the same period 
last year because Viet Nam’s import markets have reopened. In which, 
textile and garment products increased 14.9%, reaching USD 15.23 billion. 
textile and garment materials; fibers, textile yarns of all kinds grew 62.2%, 
earning 2,611 million USD.

According to the analysis of business prospects of the textile industry in 
2021 by the General Statistics Office, on the assumption that social life 
will be back to normal, consumer’s shopping needs will grow again after 
one year of delayed and suppressed shopping. This helps fashion brands 
become more optimistic about their business prospects, thereby positively 
affects traditional garment orders for garment factories in Viet Nam. On 
the other hand, in order to improve production and business results, 
enterprises must adjust to market demand and fluctuations, and move 
faster to seize opportunities. In fact, over the period, businesses have 
been more interested in building domestic fabric supply to take advantage 
of new FTAs, such as EVFTA, CPTPP, UKVFTA, etc. Many businesses have 
exploited the advantages of domestic supply sourcing to export garments 
to Europe with lower tariff. According to interviewed businesses, larger 
export opportunities to Europe has created a catalyst for raw material 
manufacturers to increase the supply capacity of “made in Viet Nam” raw 
materials. 

Thus, as the analysis of production statistics in the last two years, Covid-19 
pandemic do and will have effect on reducing credit demand for green 
investment of textile and garment factories; yet the credit demand is 
expected to increase rapidly when the pandemic is over and gain a stable 
pace in the long term.

Impact of Covid-19 disease on credit solvency:

According to the above credit solvency calculation model, affecting factors to the 
loan repayment capacity are i) net additional revenue and ii) net profit margin 
of Viet Nam’s textile and garment industry. They are the main sources of loan 
repayment and expected to bounce back to the same level of pre-Covid period 
in 2015 to 2019. The above analysis also shows that the Covid-19 pandemic will 
have a negative impact, which is decrease of the revenue growth rate as well as 
the profit margin of the textile industry. It needs, however, an extensive study to 
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-40% -30% -20% -10% 0% 5% 10%

Net additional revenue

Profit 
rate

1,5% 1,12 1,14 1,15 1,17 1,18 1,19 1,20

1,8% 1,14 1,16 1,18 1,20 1,22 1,23 1,24

2,1% 1,16 1,18 1,20 1,23 1,25 1,26 1,27

2,4% 1,18 1,20 1,23 1,26 1,28 1,30 1,31

2,7% 1,20 1,23 1,26 1,29 1,32 1,33 1,35

3,0% 1,22 1,25 1,28 1,32 1,35 1,36 1,38

3,3% 1,24 1,27 1,31 1,35 1,38 1,40 1,42

The above table shows that, in the base scenario with the net additional revalue 
of VND 36,906 billion/year and profit rate of 3%, the overall debt repayment 
coefficient (after 10 years) is 1.35. In case the additional revenue decreases by 
40%, the profit margin decreases from 3% to 1.5% (equivalent to 50% reduction 
compared to the base scenario), the debt repayment ratio is still greater than 1, 
which still guarantees the ability to repay the debt. The debt ratio is safe because 
loans are for fixed assets investment, so as long as an enterprise has a positive 
profit, it can pay loan interest and have a source of assets depreciation formed 
from that loan to repay the principal.

However, according to the total investment view (also known as the bank’s point 
of view), the financial performance of the investment will be more important than 
the ability to repay the debt. The results of NPV sensitivity analysis by profit margin 
and additional revenue variables are shown in Table 8 below:

quantify the specific impact of Covid-19 on these two factors. Within this study 
framework, we use the scenario analysis to estimate the overall debt repayment 
capacity when there is a change in each or both of above factors. Then we go on 
proposing debt repayment scenarios depending on the extent of the impact of 
Covid-19 on two factors.

Scenario analysis model of annual increase in revenue as well as profit margin 
gives the following results:

The above analysis shows that, if the profit margin is reduced by 50% to 1.5% and 
the annual increase in revenue remains the same as the base case, the NPV<0 and 
the investment is not efficient. If the profit margin is reduced by 40% (the profit 
margin is only 1.8%) and the additional annual revenue is reduced by 10% (the 
annual increase in revenue is about VND 33,215 billion) compared to the base 
plan, the investment is ineffective.

As a result, the credit solvency and loan efficiency will be relatively safe when 
the profit rate is maintained at 2% or more. With the production and business 
results achieved in the first 6 months of 2021 and the GSO analysis of the business 
prospects of the textile and garment industry in 2021 above, Viet Nam’s textile and 
garment industry has a lot of room to achieve growth as well as profit margins that 
are in a safe area of debt repayment.

-20%2,707 -15% -10% -5% 0% 5% 10%

Net additional revenue

Profit 
rate

-50% (859) (710) (562) (413) (265) (116) 33

-40% (383) (205) (27) 152 330 508 686

-30% 92 300 508 716 924 1.132 1.340

-20% 568 805 1.043 1.281 1.518 1.756 1.994

-10% 1.043 1.310 1.578 1.845 2.113 2.380 2.648

0% 1.518 1.816 2.113 2.410 2.707 3.004 3.301

10% 1.994 2.321 2.648 2.975 3.301 3.628 3.955

Table 8. NPV scenario analysis by Net additional revenue and Profit rate
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7. LOAN RISK
ASSESSMENT

Given T&G industry’s advantages and contribution to the overall 
economic development, credit to the industry contain dominant risk 

factors to lending organizations as follows:

7.1. Risk factors related to lending textile and garment
(T&G) projects

The revenue from financing T&G green projects may not compensate 
for the banking operation related costs as not all investments in T&G 
industry are duly green, and the credit size for T&G investment is not 
so attractive in comparison to other green projects in Viet Nam, e.g., 
solar or wind energy, green farming. By the end of 2020, about 25% 
T&G companies are FDIs which have generated 60% of the industry’s 
revenue and are often served by foreign banks from their headquarters 
for the required investments. European or British FDIs are clients of 
HSBC, Deutsche Bank, Ing Bank, Standard & Charter, etc.; Asian groups 
are serviced by Sumitomo Mitsui Bank, Cathay Bank, Shinhan Bank, 
Siam Bank, Bank of China, ICBC, to name a few. As a result, a moderate 
amount of credit is left for local banks.

The net export value of Viet Nam’s textile and garment industry is 
often very low to accumulate for investment in fixed assets as well as 
to ensure debt repayment. Statistics show that net profit from garment 
business, which have the lowest added value in the textile and garment 
value chain, is only USD1-2 per piece.

Uncertain factors including seasonal sales, global trends, and 
international markets have significant impact to T&G industry and its 
credit evaluation. As key export markets are USA, Europe, Japan and 
Korea, transportation and distribution cost also affect the price. Due 
to the requirement of international brands, companies must import 
about 80% of raw material for textile manufacturing and 90% of those 
for sewing factories. Since 03/2020, Viet Nam T&G companies are 
facing the upheaval transportation cost. For example, one 20-feet-

Although the return value of the T&G industry is low and specialized 
machines are not interchangeable between projects, any change 
in technology or equipment can lead to market risks and potential 
liquidity. Changes in some machines and equipment in Dinh Vu’s 
Textile project have affected the quality of final products, increased 
adjustment costs, and turn a potential investment of Petro Viet Nam 
Corporation into a loan default case. 

Skilled-labor and workforce mobility are also a risk factor of Viet Nam 
T&G industry as salary rise will, in long term, eliminate one of the 
sector’s advantages, and erode the manufacturers’ profit. Moreover, 
the shifting of workforce to other higher income industries may cause 
the shortage of workers for production, leading to the ineffective lead-
time and increase in training costs.

History banking and credit operation began with trading and wars; 
meanwhile industrial revolutions have provided more opportunities 

for banks to develop products and expand scope of business. Under 
whatever circumstances, creditability and risk are always the two core 
factors of a lending decision. In these days, banks in Viet Nam have 
gradually integrated with the international banking standards in term of 
operation, management, and technologies. Hence, the banks will have 
many policies, strategies, and procedures to mitigate the credit risks in 
lending T&G projects.

7.2. Risk mitigation and management under the local circumstances 
and international banking standards

container freight shipment from European ports to Viet Nam costs 
only USD1,900 to 2,300 before the pandemic now jumps to USD 
12,000-14,000; US rates also quadruple from USD 5,000 to USD 20,000. 
Besides, manufacturers have to bear on cancelled and delayed orders 
due to the disruption in sales and delivery or production shutdown. 
Bankrupt, losses, and overdue payment are also the current main 
issues.

The guarantees or engagement of third parties is always the first 
option to mitigate the risk of repayment because the third parties 
or guarantors will fully or partially cover the losses. Dinh Vu PVTex 
project was engaged by Petro Viet Nam Corporation and governmental 
guarantees in international bonds and bank loans. TCM investments 



64 65

called for support from their Korean shareholders. Other T&G groups, 
e.g. Nha Be Garment, Garment 10, relied on their branding guarantees.

A co-funding scheme between banks or the combination of many credit 
solutions within a banking corporation is also considered because the 
risks will be fragmented to different accounting system in individual 
banks respectively without huge effects to overall financial reports or 
risk management KPIs. This is the solution for huge investments or 
giant projects, also apply for small projects with different interest rates 
from combined loans and leasing options.

As a cluster of SMEs financial operations, banks can support or search for 
additional sources of income for repayment from the lending projects. 
For example, the company may not have income from the project in 
the setting up phase, the profit from business or other projects can be 
mobilized to fulfill the commitment.

Certainly, to ensure the repayment, banks must strengthen the 
operational system and staff capacity to effectively diagnose the 
feasibility of each investment, risks related to the project and source 
of payment as early as possible. The rise of some latest trading options 
such as ESCO market or CER trading should also be considered as 
sources of repayment in T&G sector once the legal framework and 
legislation is fully developed. In addition, banking institutions are also 
proactive to involve other stakeholders and financial sources to provide 
more solutions to their clients. Recently, Viet Nam banks have closely 
attached to international development sources or entrusted funds to 
diversify their cooperation, credit alternatives and preferable terms 
so that banking staff can easily to diagnose the project feasibility, the 
good terms as well as payment structures for loans.

Risk mitigation and management practices have been strengthened 
with the requirements of BASEL II, III Standards. For every loan, the first 
prerequisite is collateral assets, for which the value is often evaluated 
by bank officers. In Viet Nam, collateral is often underestimated to 70% 
of the true values to cover the poor-performance debts if applicable. 
Consequently, risks are not the real risks and bad debts are not 
categorized or graded in the management system which allows banks 
some flexibility in financial reporting. From this perspective, each 
bank will choose different practices to categorize loans as risks or 
feasibilities.

Lastly but not least, especially to T&G industry, environmental risks 
are gradually eliminated due to the development of new technologies 
and knowhow, business awareness, international buyer requirements, 
and authorities’ regulations. In order to submit the bankable projects, 
SMEs have to prepare and fulfill a bundle of documentations in advance 
regrading to environmental risk assessment approval, waste permits, 
commitment on the limitation on water and/or energy consumption. 
Hence lending banks will be released from many technical appraisal 
tasks in risk evaluation.

In brief, the risk assessment for a project contains many nominal and 
referral values to the final approval of a bank loan. The evaluation of 
whether a project is feasible or bankable will depend on various factors, 
some minor forgotten, or interchangeable issues may call big losses. Risks 
and worthiness are paralleling in each business decision, the risk and 
benefits in T&G industry should be precisely considered in an unbiased 
and conventional way as investments in other sectors.
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8. INVENTORY OF
GREEN FINANCE SOURCES
Thanks to the development of Viet Nam banking and financial system in 

recent years, T&G companies and banks can access to many sources 
of funds and technical assistance for new investments, such as financial 
development organizations, locally governmental funds or programs, 
and commercial banks. A few stakeholders are available in Viet Nam as 
followings.

8.1.1. International financial and development institutions

These organizations are defined as multinational and development 
organizations which are focusing on SDG goals via funding programs, 

bundling with technical assistance to commodity sectors. According to 
Viet Nam laws and regulations for credit institutions, funds or donations 
in form of cash from international organizations are not going directly to 
borrowers/or beneficiaries but through the intermediation of local banks 
or financial system.

Funds from the development sources are normally entrusted to local 
commercial banks, then these banks, in turns, lend the investors in 
accordance with the terms and conditions agreed between the institutions 
and banks. This financial source helps local banks extend their lending 
profile to higher risk profiles with less strict terms. These funds often go 
along with technical assistance to both local banks and borrowers, aiming 
at i) enhancing the partnership and credit implementation; ii) attaining 
better recognition and understanding; iii) formulating a united compliance 
system in operation. 

Detailed information about organizations, programs and funds are 
provided in the Annex 4.

8.1. Development Organisations

8.2.1. Commercial Banks

By the end of 2020, commercial banks in Viet Nam are divided in four 
groups: i) state-owned, ii) joint-venture limited, iii) commercial joint-

stock limited, and iv)100%FDI. Table 9 lists names of 31 local banks fulfilled 
pillars 1 and/or 3 of BASEL II standards. Notable, some big banks are 
allowed by SBV to delay BASEL II fulfilment in a defined timeline. Banks 
marked with (*) marked already attained 03 pillars of BASEL II and now 
move forwards to BASEL III requirements. 

8.2. Commercial financing institutions

8.1.2. Local Funds and Programs 

In terms of green financing, technical solutions play the key role in the 
success of an investment. Hence, international donors and development 

funds always search for financial institutions which are an affiliate of 
governmental technical agency or ministerial governance. For credit to 
invest in environment and renewable energy, SMEs can send their proposal 
to Green Credit Trust Fund (GCTF), Viet Nam National Energy Efficiency 
Program (VNEEP), Viet Nam Energy Efficiency and Cleaner Production 
(EECP) Financing Program, and Viet Nam Clean Energy Program (VCEP). To 
ensure projects’ feasibility and repayment, these local funds or programs 
also cooperate with some selected local banks to facilitate funding process 
in line with eligible criteria.

Detailed operation and how to access funds from the above-mentioned 
programs are described in the publication of UNIDO and MPI, “Handbook 
on How to access Green Financing in Viet Nam”.26

Table 9. Some local banks with charter capital

Bank Charter capital (billion VND)No

1 5,319Anbinh Bank

2 11,259Asia Commercial Bank - ACB Bank

3 6,000DongABank

4 5,466SEABank (*)

26 https://www.unido.org/sites/default/files/files/2019-01/2018_Green_Financing_in_Viet_Nam.pdf 
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Bank Charter capital (billion VND)No

5 6,718TienPhongBank (*)

6 5,462BacABank

7 3,000VietCapitalBank (*)

10 3,010NCB Bank

11 3,021NamA Bank (*)

12 3,000KienLongBank

15 6,599OCBBank (*)

16 18,155MBBank (*)

18 14,295SCBBank

19 5,644VIB Bank (*)

21 12,036SHBBank

23 3,500VietABank

24 3,500BaoVietBank

26 3,000PGBank

30 37,234Vietinbank

31 34,187BIDV (*)

20 3,000SaigonBank

22 18,853SacomBank

25 3,249Vietbank (*)

27 12,355Eximbank

29 35,978Vietcombank (*)

28 6,460LienVietPostbank

17 9,000PvComBank

13 15,706VPBank (*)

14 9,810HDBank (*)

9 34,966Techcombank (*)

8 11,750Viet Nam Maritime Commercial Bank - MSBBank (*)

Source: vneconomy.vn/cac-ngan-hang-lai-loi-hen-voi-basel-ii.htm

One feature of Viet Nam banking system is that commercial banks are 
attached with groups of companies or corporations (SHB with T&T groups, 
Sacombank with TTC groups, TPbank with FPT groups, etc.). Loan access 
privileges are given to companies to the bank of one group. Therefore, 
opportunities for SMEs out of a group to be funded by these banks are 
small, especially for smaller banks with charter capital under VND10,000 
billion. That is the reason that international funds or development 
institutions often try to establish the partnership with big banks.

Commercial banks often provide loans in form of T1 credits (traditional 
lending attached to collateral), and/or T2 credits (lending entrusted funds 
under the agreement, terms, criteria, and assignment by third parties/
international financial institutions). To provide more solutions for investors, 
some banks establish their own leasing company to finance companies 
without or shortage of collateral. Under the changes in IFRS16 with the 
booking requirement regarding leasing value in companies’ accounting 
system, leasing companies are fostering their business in Viet Nam and 
reaching many SMEs around the country. So long as the creditworthiness 
contains higher risks, SMEs must pay higher interest rates.

Back to the period of 2000-2012, T&G industry was a lucrative sector for 
banks thanks to due to foreign currency exchange revenues, especially 
USD and EUR. In recent years, however, foreign currency exchange 
business is less profitable due to stable Vietnamese dong value, inflation 
rate, larger national reserve of foreign currency, and the threat to public 
image of being categorized as foreign exchange manipulator. This trend 
has eliminated the privilege for T&G companies. Loans designed for T&G 
industry are downsizing due to the lack of huge investment size; failures 
of some giant projects; the decrease of retaining profits in the business; 
and notably the better public awareness of environmental issues. 

Given the context of the highly competitive banking market and more 
surplus of savings after COVD-19 pandemic, banks must move on with 
other tougher sectors. This circumstance generates a great chance for 
T&G investment. Thanks to the fast-growing of informative and fintech 
technologies, each bank chooses to develop their own process to evaluate 
a loan and/or investor case by case. General selection criteria and lending 
process in commercial banks are detailed in Annex 4.



70 71

8.2.2. Leasing companies

Leasing companies have immediately been in Viet Nam after the WTO 
agreement. The most successful leasing companies are from Korea 

and Taiwan. These countries have been shifting T&G production to ASEAN 
countries since early of 2000s. Chaiselease International and Kexim Viet 
Nam are handling the biggest shares in Viet Nam leasing market, thanks to 
their financial capacity, network, experience, technology, and high profile 
of Taiwan/Korean clients. In other words, these FDI leasing organizations 
has played an important role in successfully financing T&G supporting 
enterprises to shift to greener and cleaner machineries and technologies, 
thus reducing environmental impacts as well as increasing value added for 
the sector. According to financial experts, in coming years, leasing services 
will provide the best high tech-based solution for small companies.

Table 10. Leasing companies in Viet Nam

Name Charter capital 
(billion VND)No. & Date of LicenseNo.

1 300VINASHIN Finance Leasing Co., Ltd. 79/GP-NHNN dated 
March 19, 2008

2 158,7Kexim Viet Nam Leasing Company 
(100% foreign owned)

72/GP-CTCTTC dated 
July 2nd, 2018
(renewed)

3 300Asia Commercial Bank Leasing
Co., Ltd.

06/GP-NHNN dated 
May 22, 2007

4 1.000Industrial & Commercial Bank of 
Viet Nam Leasing Co., Ltd.

04/GP-CTCTTC dated 
March 20, 1998

5 500Vietcombank Leasing Co., Ltd. 05/GP-CTCTTC dated 
May 25, 1998

6 200Agribank No.1 Leasing Company 06/GP-CTCTTC dated 
August 27, 1998

7 300Sacombank Leasing Co., Ltd.
65a/GP-NHNN dated
October 31, 2017
(renewed)

8 350Viet Nam International Leasing 
Co., Ltd.

117/GP-NHNN dated
April 24, 2008 (renewed)

10 895,6BIDV – Sumi Trust Leasing Co., Ltd. 33/GP-NHNN dated
April 12, 2017

9 580,7Chailease International Leasing 
Co., Ltd. (100% foreign owned)

09/GP-NHNN dated
October 9, 2006

According to Mr. Pham Xuan Hoe - Chairman of Viet Nam Leasing 
Association, the leasing market in Viet Nam are launching with 10 
companies (Table 8.2.2), 03 of them are100% FDIs. Potential market size 
is VND90.000 billion. Leasing to SMEs have following advantages:

SMEs do not need collateral for leasing options, but still need to 
contribute up to the debt ratios (4:6 or 3:7) if applying for long-term 
credits.

Investment period normally lasts 5-7 years with local leasing 
companies, and 7-10 years with FDI ones. Besides, to ensure debt 
repayment sources, some foreign leasing companies are designing 
more options of short-term financing or working capital lending.

Interest rates at local leasing companies are often higher than those 
of local banks because 6 out of 7 local leasing companies are bank 
affiliates which use mother banks’ facilities and funds to lend SMEs. 
As a result, local leasing funds often attach to relative banks’ financing 
and cover small-sized credits to means of production, transportation 
machines, and/or manufacturing equipment. FDI leasing, on the 
other hand, can mobilize cheaper funds from international capital 
markets as well as from their mother banks to provide lower interest 
rates, longer-term, and bigger-sized investment for plants and latest 
technology machines, etc.

Currently, the room for leasing business still opens for these 10 
players because the total leasing amount for SMEs by the end of 
2020 is about 40% of the local leasing market. However, leasing is a 
conditional business much alike banking. In particular, they are not 
allowed to raise public deposits but only via their clients and capital 
markets. They must maintain a safe solvency per small amount of 
equity. To be more competitive, local companies tend to join venture 
with international partners for increasing charter capital as well as 
operational capacity and reaching cheaper funds.

Since textile and garment is a special industry in which machines and 
plants are not easy to shift from this SME to others, leasing option 
provides textile and garment SMEs opportunities to own equipment/
machines with low cost at the end of leasing contracts. Normally, leasing 
companies or banks do not want to finance environmental or water 
treatment plants with zero-value residual. However, they still approve 
funds for textile and garment SMEs with a high credit reputation and 
or proven capacity in in the global-value chain. The below TCM case 
study is a good illustration when all banks and leasing companies want 
to lend their new projects/investment. 
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In the end, the green credit is also a story of costs and benefits, 
financial institutions realize that they can never fully prevent risks 
from occurring, and that high risks often go along with high returns. 
SMEs’ commitment to pay debts significantly matter the financing 
decisions.

Basically, leasing companies are also commercial finance institutions. 
Their approving procedures and requirements are almost the same 
to those of commercial banks. The key difference is that suppliers of 
machinery and technology must be engaged in the process. The entire 
process is described in below chart.

8.2.3. Other sources

There is a group of bank JVCs (joint-ventures) and 100% FDIs commercial 
banks, even representative offices of reputable funds and private 

banks, launching their financial packages to T&G companies in Viet Nam. 
Loans can be provided directly to FDI/JVCs or to outsourcing entities 
in supply chains of their target companies.  For example, Cathay Bank 
services loans with preferable interest rates for companies sourcing 
for Taiwanese manufacturers in Viet Nam or worldwide. Sumitomo 
Mitsui Bank also launches similar options to companies in the industrial 
parks and special processing zones; Landesbank Baden-Wuerttemberg 
(Germany) or Ing Bank (The Netherlands) may support German/European 
companies to work with Vietnamese companies in form of grants or 
technical assistance to expand the market.

Leasing procedures

Source: VILC - Viet Nam International Leasing Company

LESSEE SUPPLIERVILC

2 Lease Agreement

4 Delivery & Installation

6
Lease Payment

5
Payment

3 Purchase Agreement

1 Equipment Selection

Recent years, thanks to the rising of fintech start-ups, SMEs can utilize 
P2P (Peer-to-Peer) platform or apps to raise funds in urgent case. Ideally, 
via fintech platform, borrowers can directly match potential investors, 
such as funds, venture capitals, individuals, or private banks to deal 
terms, interest rates, and funding amount. A technology company will 
help processing MOUs, contracts, and other online documentations 
via algorithms to reduce paper works and pending time.  This T3 credit 
mechanism have recently been launched with Validus, hosted by IFC and 
some other investment funds and lend SMEs based on their VAT invoices 
with the maximum line of credit up to VND30 billion, at the processing 
time within 02 days. 

Following the commitments of free trade agreements signed between 
Viet Nam and many partners, including WTO, EVFTA, etc., the process 
of national capital account liberalization is on-going. From 2016, SBV 
has issued many guidelines and regulations which allow individuals or 
SMEs to borrow money from overseas sources without prior notification 
to authorities. However, these regulations are applied only for short-
term funds of less than 12 months. Once SBV approves the liberalization 
of national capital account towards medium or long-term loans as 
recommended by international financial institutions, SMEs can have 
another channel to mobilize funds for their business operation.
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9. RECOMMENDATIONS ON 
CREDIT ALTERNATIVES/
FACILITIES FOR T&G SECTOR
The pros. and cons. analysis of available credit alternatives in Viet 

Nam banking and financial market is presented in Table 9.1. Credit 
alternatives can be direct loans/funding, or in forms of favorable terms 
and conditions to make easier for loan repayment, and/or increasing the 
investments’ feasibility, credit rating.

No. Facilities Pros. Cons. Engagement

1 Loans
(T1 or T2)

• Traditional and easy 
to operate
• Flexible forms, sizes, 
terms, and tenors

• Time for process 
and approval
• Collateral base

• Commercial 
banks
• Finance
institutions

2 Leasing • Lower capital
pressure on investment
• Taking advances of 
loans without required 
collateral 
• Saving time and 
efforts on purchasing 
process
• Exploitation of lessors’ 
relationships, linkages 
to suppliers/sales
• Evasion of technical 
obsolescence
• Ability to own asset 
with competitive funds

• Lãi suất và/hoặc 
mức trả góp cao hơn
• Đầu tư quy mô 
vừa hoặc nhỏ với 
các điều khoản ràng 
buộc

• Công ty cho 
thuê
• Công ty liên 
kết tài chính 
của ngân hàng 
thương mại

No. Facilities Pros. Cons. Engagement

3 Bonds, esp. 
Green bonds

• Lower interest rates

• Flexibility in using 
funds
• Medium-long term 
credit lines

• Guarantees of 
third parties,
governments

• Engagement of a 
professionality team/
consultants
• High transaction 
cost
• Paper works,
reporting

• Collateral base,
in some cases of 
securitization

• International 
banks and
financial
institutions

• Middlemen, 
fund 
arrangement 
teams or auditors

• Local 
state banks, 
development 
banks or 
commercial banks, 
depending on 
business sectors, 
credit sizes, type 
of bonds

4 Interest 
equalization

• Lower the interest 
payment

• Support for the 
paid amounts
• Paper works, 
reporting for annual 
settlement
• Incentives for
selective targets

• Development 
Banks
• Commercial 
Banks
• Local financial 
institutions

5 Credit 
guarantee 
and credit 
insurance

• Stronger status to 
deal credit terms, 
sizes, periods, and 
rates
• Lower banks’ credit 
risks via third parties’ 
engagement

• Take advances of 
loans

• Guarantee,
insurance fees
• Less common to 
SMEs
• Paper works and 
reporting

• Development 
Banks
• Commercial 
banks
• Perhaps third 
parties in case 
of export-
import

6 P2P lending • Fast settlement for 
utilizing edge-cutting 
technologies
• Simple base on 
inventory or invoice; 
less paper works 
required
• Low interest rates

• Small-sized credits
• Short and medium 
terms
• Less common in 
Viet Nam
• Technical issues

• Fintech
Startups
• Commercial 
banks

Table 9.1.
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9.1. Credit options for large textile groups

Large T&G groups often include FDI, state-owned, or high-profile private 
corporations. These entities often obtain more advantages than SMEs’ 

group regarding manufacturing infrastructure, access to development 
funds, technical support, and government guarantee. In particular, 
commercial banks are highly interested of servicing large corporates, 
because of large-sized credit, abundant sources for loan repayment and 
foreign currencies revenue. Consequently, commercial banks developed 
diversified credit offers for companies, such as loans, leasing, bonds, 
interest equalization, credit guarantees, credit insurances, export credits, 
and venture-capital.

Table 9 shows that, in almost 7 available products, commercial banks 
involve directly as a key lender or indirectly as a facilitator. Moreover, 
commercial banks prefer to cooperate with big T&G companies because 
these companies often own urban land which can ideally transform to 
real estate projects after their production sites be reallocated to industrial 
parks or remote areas. This cooperation can occasionally lead to more 
profitable business than green credit financing.

Having passed by the glorious time before 2012 when foreign currency 
transaction with banks generated good additional income, big groups are 
proactive in generating other sources of income and reducing costs from 
emerging markets such as ESCO, CER trading, online sales, or searching for 
international partners, brands to diversify client profiles. These strategic 
shifts help large T&G groups, corporations more attractive to banks and 
eligible for favorable credit terms and conditions. Below is a good example 
from Thanh Cong Company.

No. Facilities Pros. Cons. Engagement

7 Venture
capital funds

• Acceptance on risky 
investment, R&D
activities
• No requirements on 
collateral

• Stakes against 
investment
• Underestimation 
of outcomes
• Less common in 
Viet Nam

• Venture
capital funds; 
angel investors
• Commercial 
banks

Case 9: Thanh Cong Textile - Garment Investment & Trading JSC. (TCM)

Is a successful story of T&G company in mobilizing various credit 
lines from banks and financial institutions. Diversified credit 
options couples with smart risk mitigation measures enable the 
group to acquire sufficient fund for vertical expansion to upstream 
stages (fiber and fabric) and downstream stages (brand design and 
retail). In parallel, green investment are prioritized to become a 
sustainable manufacturer that meet requirements of multinational 
brands. The company’s charter capital as of 31 December 2020 is 
above VND 600 billions and more than 7,000 staffs are working 
in their factories. Through many years of operation, TCM has 
developed from a truly SME to a big group thanks to successes in 
its investment strategies. Mr. Tran Nhu Tung, TCM Vice-chairman 
shared the company’s experience as following:

Leasing options are used for almost of the machines investment 
in current and new factories as they do not need collateral; the 
leasing processing time is quite fast, especially FDI ones upon 
TCM high-profile credit history. Most importantly, the company 
does not invest a huge amount of funds at the beginning. Leasing 
options allowed TCM’s independence in procure the type of 
machines and technologies of their choice.
Approaching low interest funds, mobilizing many sources of credit, 
and keep close tracks on various credit lines with relative interest 
rates. Building on success stories of new factory investment, TMC 
obtains a high-profile reputation to both local and overseas financial 
institutions. Mr. Tung was confident to comment that most banks 
in Viet Nam were willing to finance TCM projects, even for an entire 
factory or assembly. However, the company considers interest 
rates as a risky factor, so its staff always take various scenarios in 
choosing suitable rates for each loan. 
TCM finance report, for 200 basic points increased in interest rate 
respectively led to a decrease in the company profit before tax 
an amount of VND25 billions (2018), VND 17.8 billions (2019), and 
VND13.8 billions (2020). So TCM used bankable projects and its 
reputation to deal for appropriate interest rates and to maintain 
a controllable leverage.
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9.2. Credit options for SMEs          

According to VITAS’ data, among more than 3,145 textile and garment 
enterprises, around 62.5% are SMEs; 2.5% are state-owned companies; 

and 35% remaining are 100%FDI entities. The network of SMEs significantly 
contributes to input materials productions and supporting services to back 
up the entire industry growth. SMEs flexibility in quickly transforming their 
productions to PPE and medical masks did save Viet Nam export’s revenue 
of 2020. 

Rolling investments together with strengthening workforce 
and R&D capacity so that the workforce can easily adapt to the 
change in technology, production as well as operate their routines 
smoothly. The year of 1990s had recorded the first investment in 
TMC’s factories, after more than 30 years, an entire supply-chain 
T&G was inclusively developed out of the only textile operation. 
By 2020, TCM is the only local T&G company running a chain 
of spinning, weaving, knitting, dyeing, and sewing factories 
countrywide.
FX options to reduce the impacts of exchange rate due to 2% 
increase of USD value against VND (USD/VND), TCM profit before 
tax reduced \an amount of VND 14.4 billion in 2018, VND7.9 
billion in 2019, and VND9.5 billion in 2020. Thanks to competent 
staff and management teams, deposit and hedging options of 
foreign currencies are often operated to mitigate the losses.
Joint-venture and cooperation with other business to create 
more value and efficiency in production. In 2009, TCM sold its 
stakes to two strategic partners, including Eland Asia Holdings 
(Singapore) and Eland Group (Korea). These foreign partners 
help boosting TCM’s reputation overseas, adding expertise to the 
management board, and securing cheap financing sources. The 
ESCO agreement between TCM and REE is a smart solution which 
allows TCM reduce 17% electricity cost while increasing 12% 
revenue from selling abundant electricity for EVN. The company 
does not invest any money to this roof-top-solar project.

Source: TMC publicized finance reports 2018, 2019, 2020

The global textile and garment supply chain disruption created the chaos 
for business, yet this poses SMEs the opportunity to restructure and seize 
larger local market proportion. Any improvement and/or investment 
require an impulsion, support from the government, international sources, 
and commercial banks. If there are no drive forces, SMEs may struggle to 
remain their size or disappear in the market due to the changing trends in 
technologies, demands, and eco-social circumstances.

Given the inferiority of SMEs’ group to FDIs or state-owned one, the 
options of T2 funds; leasing; credit guarantee/insurance; P2P lending; or 
venture-capitals seem suitable for SMEs at some points as they remove 
the collateral requirements. However, interest rates are often higher than 
traditional loans, and local banks do not prefer or prepare for these options 
in terms of workforce, guidelines, systemized procedures, and networks. 
From SME perspective, investing a lot of money does not mean levelling 
the enterprises’ growth. They should analyse and cautiously select suitable 
investment to effectively mobilize resources, to initiate waste-turning value 
scenarios, especially to avoid overestimation of their demand and future 
trends.

T2 funds are often through local banks to SMEs and the banks often require 
collateral for the loans. However, SMEs can deal a good interest rates 
and grace period if they have the information on the sources of funds. 
If T2 funds come from multilateral bank and international development 
organizations, the interest rates are often lower than average rates 200 
basic-points to 300 basic-points. In Viet Nam, banks refund T2 credits at 
average interest rates from 6.5% to 8% in comparison to 9.5% to 11% T1 
medium and long-term loans. (See more in Annex 4 for T2 funds in local 
banks specializing in environmental and green credits)

Leasing is highly recommended when SMEs invest in machinery, vehicles, 
or equipment. Leasing pros. and cons. are stated in 8.2.2 in details. There 
are still some challenges for leasing companie, such as the ability to raise 
capital for leasing finance, timeline mismatching of funds versus lending, 
investors’ awareness and willingness to accept higher interest rates. 

Short-term financing, credit guarantees, P2P lending, and venture capitals 
in global integrated context should be considered as solutions for T&G 
SMEs to solve the shortage of funds for operation and R&D because most 
of T&G loans often go for operating activities.
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CONCLUSION
Despite of more challenges and risks due to the COVID-19 pandemic, 

T&G industry still plays an important role in national economic 
development as a core industry of Viet Nam economy. The demand on 
investment in T&G sector, hence, should be prudentially considered 
and received an unbiased, fair treatment from local banks due to the 
employment creation, the contribution to the national foreign exchange 
reserve, and the revenue from foreign currencies retained in Viet Nam.

Universally and in Viet Nam, SMEs makes up 90% total enterprises. In 
developed economies such as the United States or Germany, the rate 
is even higher, at 96%. The World Bank and international organizations 
develop many guidelines, practices and credit options for SMEs globally. 
Local banks may be left behind if they skip lending green projects from 
SMEs segment.

Green credit accessability of SMEs is much lower than that of large 
corporates. Large enterprises are the main drivers of credit market 
that contributes more values to T&G value chain and strengthen Viet 
Nam brands worldwide. SMEs as a part of the system will benefit from 
the above-mentioned development and gradually improve their loan 
repayment ability. As a result, they will become more and more attractive 
to banks. 

While cooperating with SMEs, in the long term, banks with their 
international reputation and integration can facilitate SMEs in verifying 
suppliers, business partners, technologies and know-how as well as 
generating incomes and/or derivatives from credit options, such as 
commission from trading shares, future options, and/or CER for a group 
of companies, performing M&A services, fund/grant arrangement, etc. At 

some point of time, the strong voice of banking and financial institutions 
can push for the finalization and implementation of pending legal 
regulations or frameworks, which help improve the bankability of T&G 
investments, the source of income, and the credit rating.

In final implementation milestones set out in free trade agreements, 
Viet Nam must follow the commitment on capital market liberalization. 
If domestic commercial banks continue to focus on large companies, 
international banks and financial institutions will take over the SME 
segment. Therefore, cooperation with SMEs is a good preparation for 
upcoming fiercer competition.

Finally, in everyday operation, SMEs as well as banks can face a bundle of 
risks. Improved practicality of banks’ standards can facilitate both SMEs’ 
access to credit and banking operations, providing unified viewpoints 
and parameters in evaluating threats and opportunities. International 
standardization certainly benefits financial institutions’ operation and 
management, which, in turns, can forms and strengthen best monitoring 
and reporting practices relevant for SMEs. This insight makes the 
cooperation between SMEs and commercial banks a potential win-win 
partnership. Especially for textile and garment SMEs, the study provides 
convincing argument that larger green credit line is absolutely an 
opportunity for T&G SMEs and banking sectors to go green and contribute 
to the sustainable development of the whole country.

© Shutterstock / ANAID Studio
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ANNEX 1.
ADVANCED TECHNOLOGY
1. Plasma technology 
The use of plasma technology at low temperature in textile processing can 
prove to be the best alternative for these problems. In plasma application, the 
plasma does not penetrate deeply into fiber but reacts only with the fabric 
surface. Hence the internal structure remains unaffected. Plasma technologies 
can modify the surface properties of textile materials by depositing chemicals 
by plasma polymerization to improve functionality or remove substances by 
(plasma etching) from the textile materials for better use. 

The functional properties of the fabric can be changed by nanoscale etching 
of surface by plasma gas particles. In textile processing, this technology can be 
examined in various areas such as pretreatment, dyeing and finishing through 
different discharge methods including glow, corona and dielectric barrier to 
improve the functionality and change of surface properties of textile materials. 
Plasma technology applied to textiles is a dry, environmentally and worker-
friendly method to achieve surface alteration without modifying the bulk 
properties of different materials. In particular, atmospheric non-thermal 
plasmas are suited because most textile materials are heat sensitive polymers 
and applicable in a continuous processes

Plasma technology is used for surface treatment and is beneficial over the 
conventional process, because it does not alter the inherent properties of the 
textile materials. It is carried out at the dry stage, and hence no cost is involved 
in treating effluent. Different methods used to establish the ionization of gases 
are: (1) glow discharge, (2) corona discharge and (3) dielectric barrier discharge 
(DBD). Plasma technology reduces the processing cost involved in preparatory 
processes by limiting the use of chemicals and energy and reducing the 
pollution load. One of the suppliers for plasma dyeing technology are AGC 
Plasma Technology Solutions; 
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The total costs of DBD in comparison with Jet and Pad-steam methods in a 
continuous process. The economic advantage of applying the DBD technology 
in the cotton pre-treatment consuming only 23% of the direct variable cost in a 
continuous method.28

2. Ultrasonic-assisted dyeing technology
The use of ultrasound in textile wet processing enhances the wash-fastness 
properties, improves dye uptake, and reduces energy, processing duration 
and water consumption. A savings of energy (20%) and water consumption 
while using ultrasonic waves as a mechanical catalyst in desizing, scouring 
and bleaching of cotton materials. Application of ultrasound agitation in 
chlorination treatment reduces felting and shrinkage during the laundering 
of wool fabrics. A combination of ultrasonic waves and electro-oxidation was 
used to decolourize textile effluents. Ultrasonic help obtained better softener 
finishing efficiency, 10%–20% increased adsorption and fixation of softener on 
cotton fabric in an ultrasonic-assisted finishing process. 

Ultrasonicator dyeing method enhanced dye uptake, high colour yield and 
good fastness properties of cotton fabric dyed with Eclipta natural dye. Good 
colour strength, increased dye uptake, good fastness property, less water 
and chemical consumption, shorter duration and less energy consumed for 
heating and agitation and reduced effluent load have been achieved when 
using ultrasonic-assisted dyeing of cellulosic material with reactive dyes. 

Ultrasound energy increases the colour strength value of poly fabric dyed 
with disperse dyes and reduces the particle size of dye in solution and slightly 
decreases the crystallinity of fiber. Moreover, adsorption isotherm well fitted 
with the Langmuir model and improve the colour strength, reducing the 
dyeing duration as well as saving heat energy. Ultrasound with a frequency 
range of 20–100kHz commonly used to accelerate chemical reactions and 
enhance physical processes, such as cleaning, emulsification and degassing 
extraction, improved results over other techniques under less optimal 
conditions such as lower temperatures and chemical concentrations; in 
addition, mechanical effects are produced, including dispersion, degassing 
and diffusion, inside the fiber. Better results observed in ultrasound-assisted 
dyeing processes are generally attributed to the cavitation phenomenon. One 
supplier of ultrasonic-assisted dyeing technology is Conprofe Technology 
Group Co., Ltd from China with FOB price around $10,000 – 100,000.

28 Plasma treatment in textile industry, Andrea Zille, 2014

3. Supercritical carbon dioxide technology
Carbon dioxide is the best choice for producing supercritical fluids because it is 
nontoxic and nonflammable, it is used in the food and beverage industry, and 
it is supplied in large amounts from combustion processes. Carbon dioxide can 
be recycled in a closed system. The essential properties of supercritical fluids 
are low viscosity, high dissolving power and high diffusion property even in 
small pores without the need for vigorous treatment. 

The advantages of using supercritical fluids (carbon dioxide) as a dyeing 
medium for synthetic fibers, including avoiding the use of water during dyeing, 
eliminating water pollution, saving heat energy in drying textiles, no need for 
dispersing agents and surfactants, a high degree of exhaustion and fixation, 
recovery of residual dye, little duration for dyeing, no need for after-treatment 
(reduction clearing) and savings of a huge volume of water. One of the 
suppliers of this technology is DYECOO from the Netherlands.
 
4. Water efficiency: Low bath dyeing and washing machines
Low bath machines use less than low water to material ratio, lower than 1:6, 
meaning 1 liter of water for 6 kilograms of fabric or garment in one batch of 
processing. The suppliers for these machines are Thies, Fong (dyeing); and 
Tolkar, Tonnelo (washing).

Water saving technology
As mentioned above, one of the key issues that textile and dyeing enterprises 
have an impact on the environment is that they use a lot of water to make 
products. This on the one hand greatly affects groundwater reserves in Viet 
Nam in the context of limited surface water extraction in recent years due to 
the need to prioritize ensuring sufficient water for agricultural cultivation. On 
the other hand, wastewater from textile and dyeing factories contributes to 
environmental pollution. Therefore, the following good water saving practice is 
important for textile and dyeing enterprises in Viet Nam [14].

Fabric Pretreatment by cold batch pad treatment 
• The fabric is rolls-lined with caustic soda and hydrogen peroxide in a 
common tank together, treated at room temperature for a certain period of 
time. Then wash with water to finish the desizing and bleach the fabric. Save 
60% of water, steam and electricity compared to the traditional desizing - 
washing - bleaching process; 
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• High fluid feed is key to the cushioning of high efficiency short processes so 
that the liquid penetrates into the fabric core better. Our pressure methods 
include roll pressure, vacuum, steam-applied air, where vacuum pressure is 
better. Some of Germany’s high fluid suppliers include Flex-Nip, Dip-Sat-Plus, 
Menzel.
    
Shorten 3-steps to 1.5-step for desizing-washing-bleaching by short-flow
pre-treatment machine
- The fabric is piled up in rolls (to prevent the liquid from swaying first), then 
rolled in alkaline oxygen steam with detergent, steamed for 1 hour at 100-
102oC to wash with water.      
- Steam unit: Mixed steaming boxes and mesh steamers are used to save 
steam and water while moisturizing and steaming completely.      
- Roller equipment: apply vacuum technology and even rolling technology, 
which has a significant water saving effect, saving energy and dyes and 
chemical materials.     

Continuous washing technology 
- Continuous boiling and bleaching of knitted fabrics: Changing the alternating 
dip dyeing method of knitted fabric to continuous boiling and bleaching can 
reduce water consumption, energy consumption and additive amount.    
- Through the formation of foam, additives or dyes can be evenly distributed 
on the fabric to reduce water consumption.       
 
5. Wastewater recycle
Industrial textile wastewater treatment is an assortment of physical, chemical 
and biological processes. In biological wastewater treatment, the efficiency 
of removal is fully based on the ratio between the organic load and biomass 
present in the treatment tank. Biological treatment is mainly classified into two 
groups: (1) aerobic and (2) anaerobic. The application of microorganisms in 
biological treatment is an attractive method and has considerable advantages. 
Biological treatment is affected by several parameters such as the pH, 
temperature, level of aeration and redox potential of the system. Different 
types of biodegradable organic matter such as polyvinyl alcohol slurry and 
new additives are added into the water environment, resulting in an increase 
in the concentration of BOD, COD and other organic complexes. Therefore, 
the combined physicochemical and biological process has a better role in 
removing new synthetic dyes and organic complexes from effluents [23].

6. Energy efficiency

Energy
Management

• Control and record keeping of energy consumption. 
• The use of flow control devices and automatic shut-off valves 
in continuously running machines. 
• Using automatic equipment to check the volume and 
temperature of the baths in intermittent working machines. 
• To prevent waste of energy, documentation of the production 
procedures should be available, and it should be used by 
employees. 
• Implementation of time optimization in production, regulation 
of all processes to ensure they are completed in the shortest 
time possible. 
• Investigating the possibilities of combining different 
operations in one step. 
• Use of low and very low float rate machines in intermittent 
processes. 
• Use of perpetual low input processes. 
• Improvement in washing efficiency. 
• Reuse Of Cooling Water As Process Water Reuse of cooling 
water as process water (at the same time providing heat 
recovery at the same time providing heat recovery). 
• Characterization of discrete wastewater streams and 
assessment of water/material recovery and assessment of 
reuse possibilities. 
• Installation of steam insulation to prevent loss. 
• Insulation of pipes, valves, tanks and machinery to minimize 
energy losses. 
• Optimization of boiler rooms with applications such as the 
reuse of steam  condensates. 
• Recovery of waste heat from waste gas and wastewater. 
• Use of frequency-controlled electric motors. 
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ANNEX 2. LEGAL DOCTRINE
LEGISLATING VIET NAM’S 
TEXTILE INDUSTRY

Document Implications
Most concerned

stages in the
supply chain

No.

1 Requirements for 
both investors and 
factories 

Law, 55/2014/QH13,
Environmental Protection

All stages

2 Requirements and 
legal compliance 
for factories 

Decree, 155/2016/ND-CP,
Penalties for administrative 
violations against regulations on 
environmental protection 

All stages

3 Decision, 622/
QĐ-TTg 10/5/2017, 
National Action 
Plan for the 
Implementation 
of the 2030 
Sustainable 
Development 
Agenda 

Decision, 622/QĐ-TTg 10/5/2017, 
National Action Plan for the 
Implementation of the 2030 
Sustainable Development Agenda 

All stages

4 Tasks and 
orientations for
both investors and 
factories to move 
towards green 
production 

Decision, 76/QD-TTg 11/1/2016, 
The National Action Plan on 
Sustainable Production and 
Consumption up to 2020, with a 
vision to 2030

All stages

5 Tasks and 
orientations for
both investors and 
factories to move 
towards green 
production

Decision, 1393/QD-TTg 
(25/9/2012), National Strategy on 
Green Growth during the period 
2011-2020, with a vision toward 
2050 

All stages

6 Orientations for 
both investors and 
factories to move 
towards green 
production 

Resolution, 24-NQ/TW 
(03/6/2013), Proactive response 
to climate change, strengthening 
natural resources management 
and environmental protection 

All stages

General Strategies

Document Implications
Most concerned

stages in the
supply chain

No.

7 Sector objectives 
for reducing the 
average energy 
consumption 
(minimum 5.00% by 
2025 and 6.80% by 
2030)

Decision, 280/QD-TTg 
13/3/2019, Action Approval of 
the National Energy Efficiency 
Programme (VNEEP) for the 
period of 2019 - 2030

All stages

8 Tasks and 
orientations for
both investors and 
factories to move 
towards green 
production

Decision, 2053/QD-TTg 
28/10/2016, Action Plan to
Implement the Paris Agreement 
on Climate Change 

All stages

9 Annual energy 
consumption 
inventory to be 
carried out by the 
manufacturer

Decision No.2359/QD-TTg dated 
22/12/2015 of Prime Minister on 
the National GHG Inventory

All stages

11 Requirements and 
instructions for 
factories 

Decree 21/2011/ND-CP (March 
29, 2011) Detailing the Law on 
Economical and Efficient Use of 
Energy for industries 

All stages

12 Instructions and 
incentives for both 
investors and 
factories to move 
towards green 
production 

Decree, 82/2018/ND-CP,
Management of Industrial Parks 
and Economic Zones 

All stages

13 Orientations for 
both investors and 
factories 

Decision, 68/QD-TTg 
(18/1/2017), Development 
programme for supporting 
industries in the 2016-2025 

Fiber, yarn and fabric 
production and wet 
processing

14 Orientations for 
both investors and 
factories 

Decision, 1513/QD-TTg 
(3/9/3015), Promote Vietnamese 
enterprises’ direct participation 
in foreign distribution systems 
period to 2020

All stages

10 Requirements for 
both investors and 
factories 

Law, 50/2010/QH12, Economical 
and Efficient Use of Energy 

Wet processing

Energy Efficiency

Industrial and Industrial park Development
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Document Implications
Most concerned

stages in the
supply chain

No.

15 Tasks and 
orientations for 
both investors and 
factories

Decision, 3218/QD-BCT 
(11/4/2014), master plan for 
Viet Nam textile industrial 
development by 2020, with a 
vision to 2030 

All stages

16 Orientations and 
policies incentives 
for both investors 
and factories 

Decree, 111/2015/ND-CP, 
development of supporting 
industries

All stages

17 Orientations for 
both investors and 
factories 

Resolution, 23-NQ/TW 
(22/3/2018), Orientation to 
develop national industrial 
development policies to 2030, 
with a vision to 2045 

All stages

18 Industrial zone 
developer 

Circular, 35/2015/TT-BTNMT, 
providing for the environmental 
protection of economic zones 
industrial parks 

Textile-centralized 
Industrial zone

19 Requirements for 
factories 

Decree, 201/2013/ND-CP, 
Detailing the implementation of 
a number of Articles of the Law 
on Water Resources 

Wet processing

20 Requirements for 
factories exploiting 
groundwater 

Circular, 27/2014/TT-BTNMT, 
Registration of groundwater 
extraction

Wet processing

23 Factories and 
industrial zone 
developer 

Decree, 40/2019/NĐ-CP,
23 Amendments to Decrees 
on guidelines for the Law on 
Environment Protection 

Wet processing

24 Requirements for 
both investors and 
factories

Law, 06/2007/12, Chemicals Wet processing

21 Orientations and 
privileges to both 
investors, factories 
and industrial zone 
developers

Decree, 54/2015/ND-CP,
Regulating privileges for water 
saving and efficient practices

All stages

22 Factories and 
industrial zones 
exploiting 
groundwater 

Decree, 167/2018/ND-CP,
Limitation of groundwater
extraction

All stages

Water exploitation, usage and management

Chemicals usage and management

Document Implications
Most concerned

stages in the
supply chain

No.

25 Requirements and 
instruction for 
factories

Decree, 113/2017/ND-, 
specifying and providing 
guidelines for implementation 
of certain articles of the Law on 
Chemicals 

Wet processing

26 Requirements for 
factories 

Circular, 21/2017/TT-BCT, 
promulgation of National 
technical regulation on the 
content of formaldehyde in 
textile products 

All stages

27 Requirements and 
instructions for 
factories 

Decree, 38/2015/ND-CP, 
Management of waste and 
discarded materials 

All stages

28 Requirements 
and instructions 
for factories and 
industrial zones 

Decree, 80/2014/ND-CP, the 
drainage and treatment of 
wastewater

All stages

29 Requirements for 
factories

National technical regulation, 
QCVN 13-MT:2015/BTNMT 
(01/12/2014), Effluent of textile 
industry

Wet processing

30 Requirements for 
factories

National Technical Regulation, 
QCVN 40:2011/BTNMT, 
Industrial Wastewater 

Wet processing

Waste Management
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ANNEX 3. FTAs

Abbreviations Full Name

FREE TRADE AGREEMENTS (FTAs) VIET NAM JOINED

Year of effectiveNo.

1 AFTA 1993ASEAN Free Trade Area

2 ACFTA 2003ASEAN - China Free Trade Agreement

3 AKFTA 2007ASEAN - Korea Free Trade Agreement

5 VJEPA 2009Viet Nam - Japan Economic
Partnership Agreement

6 AIFTA 2010ASEAN - India Free Trade Agreement

8 VCFTA 2014Viet Nam - Chile Free Trade Agreement

7 AANZFTA 2010ASEAN - Australia - New Zealand
Free Trade Agreement

4 AJCEP 2008ASEAN - Japan Comprehensive
Economic Partnership Agreement

9 VKFTA 2015Viet Nam - Korea Free Trade
Agreement

10 VN-EAEU FTA 2015Free Trade Agreement Viet Nam - 
Eurasian Economic Union

12 AHKFTA 2019ASEAN Free Trade Agreement and 
Hong Kong (China)

13 EVFTA 2020Viet Nam - European Union
Free Trade Agreement

14 RCEP 2021Regional Comprehensive Economic 
Partnership Agreement

11 CPTPP 2018Comprehensive and Progressive 
Agreement for Trans-Pacific 

Partnership

ANNEX 4.
INVENTORY OF FINANCIAL 
INSTITUTIONS PROVIDING 
GREEN FINANCE IN VIET NAM

Name Engagement Type of supportNo.

1 International Finance Corporation 
– IFC as well as other development 
agencies in World Bank Group 
(e.g., International Development 
Group -IDA; International Bank for 
Reconstruction and Development - 
IBRD)

Economic
development

Technical assistance; 
Loans via local 
banks, financial 
institution

2 European development banks, 
groups (KfW, EIB, etc.)

Economic 
development; 
Market creation

Technical assistance; 
Loans via local 
banks; Agreement 
of capitals; Issuance 
of Green bonds;
Export credit 
financing

3 Agence Française d’Dévelopment Social and Economic 
development

Technical assistance; 
Policy advocacy

4 Asian Development Bank Economic
development

Technical assistance; 
Agreement of 
capitals; Issuance of 
Green bonds

5 World Wide Fund for Nature Environment, Land, 
Water

Technical assistance; 
Policy advocacy

6 International initiatives and 
development programs (IDH, SECO, 
GEF, etc.)

Community 
development

Technical assistance; 
International 
linkages

7 B2B programs at foreign embassies Market
development

Linkages to 
international value-
chain; ECA or loans 
from international 
brands
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ANNEX 5. ACTING FINANCIAL INSTITUTES IN VIET NAM
WITH CREDIT FORMS OF LOANS/LEASING AND GRANTS

Name of Institutions and 
programs Forms of credit/grantsNo.

1 T1 Loan & Credit Guarantees

1.1 BIDV

1.2 VIETINBANK

1.3 AGRIBANK

1.4 VIETCOMBANK

1.5 SACOMBANK

1.6 HDBANK

1.7 ABBANK

1.8 SEABANK

• T1 Loans
• T2 Loans in cooperation with IFC and 
multinational development banks              
• Credit Guarantees

• T1 Loans             
• T2 Loans in cooperation with IFC and 
multinational development banks              
• ESCO funding via Thanh Thanh Cong 
Corporation (Energy Segment)

• T1 Loans               
• T2 Loans in cooperation with IFC and 
multinational development banks

Eligible SMEs, projects Information/Sites

• Green, renewable energy and
Energy efficiency          

• Sustainable agriculture         

• Wastewater treatment and environmental 
protection          

• Collateral basis

• Green, renewable energy and Energy efficiency           
• Export-oriented          
• Collateral basis

• Green, renewable energy and
Energy efficiency           
• Environmental protection            
• Green technologies         
• Women SMEs          
• Collateral basis

• Resolution 03/CT-NHNN              
• In cooperation with AFD      
https://www.bidv.com.vn/bidv/tin-tuc/thong-tin-bao-chi/afd-
cung-cap-han-muc-100-trieu-usd-cho-bidv-de-tai-tro-cac-
doanh-nghiep-trong-linh-vuc-nang-luong-tai-tao-tiet-kiem-
nang-luong

• Resolution 03/CT-NHNN      
https://www.vietinbank.vn/ss/Satellite?c=Noi-
Dung&cid=1477977883941&d=Touch&pagename=vietin-
bank.vn%2FNoiDung%2FChiTietTinBaiLayout&rendermod-
e=preview

• In cooperation with KfW and the strategic partner DEG to 
implement the renewable energy funding, and to promote 
both-sided exporting.    
https://www.hdbank.com.vn/en/about/tin-tuc/tin-tuc/hd-
bank-phat-hanh-trai-phieu-chuyen-doi-cho-doi-tac-chien-lu-
oc-deg-thuoc-ngan-hang-tai-thiet-kfw-cua-duc

• Hợp tác với JICA (SMEFPIII), IFC (GTFP)   
http://www.caccongtyvietnam.vn/en/n10958/abbank-gia-
nh-p-ch-ng-tr-nh-m-i-tr-ng-c-a-li-n-hi-p-qu-c.html 

https://www.wsj.com/articles/ifc-partners-with-seabank-viet-
nam-to-increase-lending-to-smes-and-women-owned-smes-in-
vietnam-promote-climate-finance-01624864653?tesla=y

https://www.wsj.com/articles/adb-increases-credit-limit-for-
seabank-to-us-30-million-01623922330?tesla=y
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Name of Institutions and 
programs Forms of credit/grantsNo.

1.9 Denmark’s Export Credit Agency

1.10 IngWB – Netherland

1.11 Kreditanstalt für Wiederaufbau – 
KfW

2.1 International Finance Corporation 
– IFC

2.2 Asian Development Bank – ADB

2.4 World Bank – WB (VEEIE)

2.5 JBIC, JICA (SMEFP)

2.3 Kreditanstalt für Wiederaufbau – 
KfW (Smart Grid, Energy Efficiency, 
Roof-Top-Solar)

Export Credit Financing

• T2 Loans covering medium & long-term 
funding; trade finance; bank guarantee; 
recycling loans; and in cooperating with 
commercial banks           

• Arranging capitals, M&A matching             

• Issuing bonds, esp. green bonds for 
development

2 T2 Loans and capital
Arrangement Services

Eligible SMEs, projects Information/Sites

• SMEs buying machines or partnering with 
Denmark sellers/investors

• Debt ration requirements or Government 
guarantees because the rating of Viet Nam 
businesses

• Medium-sized enterprises with transparent 
book values, familiarity to Forex operations, 
and positive credit rating         

• Applied to entire assembly lines or plants         

• Credit lines ranging from $50 million min to 
$150 million            

• Government guarantee or debt ratio 4:6 to 2:8 
depending on the SMEs’ rating, and/or other 
criteria           

• Critical amount of fees within banking 
systems and services.

• Renewable energy and energy efficiency, green 
sustainable, environmentally friendly investment            

• Focusing on medium-sized companies and 
projects            

• Transparent reporting and documentation

https://ekf.dk/ 

• In cooperation with FDI banks, and VCB or BIDV

https://new.ingwb.com/en/lending-solutions

https://www.kfw-entwicklungsbank.de/International-financ-
ing/KfW-Entwicklungsbank/

https://www.ifc.org/wps/wcm/connect/ec0f2973-e482-
459d-8706-2112e199894a/IFC+in+Vietnam.pdf?MOD=A-
JPERES&CVID=kRMPjh3

https://www.adb.org/countries/viet-nam/

https://projects.worldbank.org/en/projects-operations/proj-
ect-detail/P151086

https://www.jica.go.jp/vietnam/english/office/index.html
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• T2 Loans with incentive interest rates      

• Credit Guarantee             

• Interest Equalization              

• Grants

• Advisory and consultancy              

• Awareness workshops and training               

• Expertise and success stories sharing

2.7 Viet Nam Development Bank – VDB

2.8 National Technology Innovation 
Fund, NTIF – MOIT (Viet Nam)

3.1 Viet Nam Improvement Program, 
IFC

• T2 Loans via BIDV              

• Grants for building capacity

• Renewable energy, energy efficiency, green 
sustainable development             

• Debt ratio requirements

https://www.sunref.org/en/about/afds-green-finance-label/

https://www.sunref.org/wp-content/uploads/2015/11/
AFD_3_volets_SUNREF_VA_v01.pdf

3.2 SUNREF, AFD

• Capacity building courses and
workshops              

• Advisory and consultancy             

• Linkages to MNCs and international 
donors

• SMEs in textile-garment, leather, footwear

• Focusing on water and energy efficiency

https://www.idhsustainabletrade.com/project/rttt/ 3.3 Race to the Top, IDH

• T2 Loans via local banks and financial 
funds             

• Capacity building training and
workshops

• SMEs green, environmental investment              

• More than 03 operating in targeting sectors    

• Debt ratio requirements            

• Collateral basis

https://www.thegef.org/ 

In Viet Nam, the current restructure of this program is 
occuring withing UNIDO and governmental agencies 
(VEPF, MPI) so that the next phase of the program can 
focuses more on environmentally friendly and sustainable 
investment.

3.4 GEF-7, Global Environment Funds

3 Tài  trợ và Hỗ trợ kỹ thuật

2.6 Dutch Entrepreneurial
Development Bank – FMO

• T2 Loans               

• Export financing             

• Venture Capitals 

• Projects with development impacts, 
sustainability, and feasibility           

• SMEs in water, agriculture, food, and energy            

• Partnering or/and buying Dutch companies’ 
machines and technologies 

https://www.fmo.nl/

Name of Institutions and 
programs Forms of credit/grantsNo. Eligible SMEs, projects Information/Sites

• SMEs in line with periodical development
strategies           

• Collateral basis for some cases            

• The interest equalization settles every year 
upon the repayment amount

• SMEs in textile-garment, leather, footwear              

• Resource efficiency; saving waters, energy, 
and chemicals               

• Commitment to activities in reducing 
operational costs, and increasing productivity 

https://www.vdb.gov.vn/

https://natif.vn/

https://www.ifc.org/wps/wcm/connect/5de86630-cba6-40cf-
80d3-d5caf396be57/Brochure.Vietnam-03.pdf?MOD=A-
JPERES&CVID=lUGgbgw
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3.5 GEIPP, Global Eco-Industrial Parks 
Programme - SECO

• Policy and legal advocacy             

• Capacity building training and
workshops

• SMEs in selected industrial zones              

• Activities towards resource productivity,
reducing environmental footprints

https://vietnam.un.org/en/101985-eco-industrial-park-mod-
el-sustainable-industrial-development-government-vi-
et-nam

3.6 Better Work (BW) • Consultancy and evaluation on CSR, 
improving working conditions             

• Policy and legal advocacy          

• Linkage to multinational companies 
(MNCs)

• SMEs in textile-garment, leather, footwear with 
more than 250 employees          

• Being recommended by BW’s leads               

• Commitment to MNCs’ criteria; environmental, 
health, safety, and social standards (E&S)

https://betterwork.org/where-we-work/vietnam/

3.7 GTFP • T2 loans in cooperation with BIDV,
VietcomBank ABBank, HDBank, SeaBank, 
etc.               

• Incentive grants for E&S improvements

• SMEs green, environmental investment               

• Adherent to climate changes               

• Woman-leading SMEs

https://www.ifc.org/wps/wcm/connect/industry_ext_con-
tent/ifc_external_corporate_site/financial+institutions/prior-
ities/global+trade/gtfp

3.8 LinkSMEs, USAID • Capacity building and consultancy             

• Linkages to MNCs’ global value-chains

• SMEs in textile-garment, leather, footwear              

• Interviewed and proposed by LinkSMEs staff  

• Commitment to MNCs’ criteria

https://www.usaid.gov/vietnam/

3.9 DEG (KfW)

3.10 European Bank for Restruction and 
Development - EBRD

3.11 World Wild Fund for nature – WWF

3.12 UNIDO

• Grants              
• Technical Assistance            
• Linkage to suppliers or buyers

• Awareness training, capacity building             

• Expertise sharing on knowhow and 
technique             

• Policy advocacy             

• Platforms for SMEs activities

Name of Institutions and 
programs Forms of credit/grantsNo. Eligible SMEs, projects Information/Sites

• Partnerships with European, German companies             

• HR contribution to technical assistant activities         
     
• Focusing on market creation or R&D

• SMEs in targeting groups              

• Commitment to green and sustainable 
development              

• Ability to implement pilot activities

https://www.deginvest.de/

https://www.ebrd.com/ 

In cooperation with many international finance institutions 
and banks, esp. IFC, HSBC, FMO

https://vietnam.panda.org/

In cooperation with governmental agencies and local 
financial institutions

https://www.unido.org/
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4.1 Groups of FDI Lessors • Leasing package for means of 
transportation, construction machines, 
medical equipment, plants           

• Working capital financing            

• VAT invoice financing

• Investment of SMEs from motherland
countries in Viet Nam              

• Vietnamese SMEs partnering or outsourcing in 
FDIs’ value-chains              

• Debt ratio requirements by cases

Table 7.1.3.2 - Leasing companies in Viet Nam

4.2 Groups of Local Lessors 
attached to local banks

Leasing package for means of 
transportation, construction machines, 
medical equipment, plants

• Preferable offspring SMEs of local banks, state-
owned SMEs               

• Debt ratio requirements              

• Collateral/guarantee basis for some projects

Table 7.1.3.2 - Leasing companies in Viet Nam

4.3 Factoring, working capital 
lending at local banks

• Funding working capital base on the 
selling/outsourcing contract             

• Lending 70-80% value of VAT invoice

• Selling contracts and agreements               

• L/C bases               

• Short-term financing

E.g. Garco 10 recently received the amount of $4.3 million 
from Standard & Charter Viet Nam

https://www.sc.com/en/media/press-release/weve-fi-
nanced-garment-10s-personal-protective-equipment-pro-
duction/

4.5 P2P Lending, Validus with the 
support from IFC, FMO, Vertex 
Growth Fund, Openspace 
Ventures, AddVentures, Vina 
Capital, and Orion Fund

• Short-term finance              

• Supply-chain financing

• SMEs having operations more than 03 years             

• VAT invoice with value from VND 500 million to 
VND 30 billion

https://www.validus.vn

4.4 Factoring, working capital 
lending at local banks

• Funding working capital base on the 
selling/outsourcing contract              

• Lending 70-80% value of VAT invoice             

• Short-term loans, recycling-loans

• VAT Invoices               

• Selling contracts and agreements                

• L/C, B/L bases              

• Short-term financing, supply-chain financing

Garco 10 recently received the amount of $4.3 million from 
Standard & Charter Viet Nam

https://www.sc.com/en/media/press-release/weve-fi-
nanced-garment-10s-personal-protective-equipment-pro-
duction/

GTSF program (IFC), launched in 2012 and local banks 
in Viet Nam implemented this lending in 2013 after 
agreements with IFC

https://www.ifc.org/wps/wcm/connect/industry_ext_con-
tent/ifc_external_corporate_site/financial+institutions/prior-
ities/global+trade/gtsf2

4 Leasing, Factoring,
Working capital, and T3 Lending

Name of Institutions and 
programs Forms of credit/grantsNo. Eligible SMEs, projects Information/Sites
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4.6 B2B Lending • Short-term finance            

• Long-term investment in forms 
of Business Partnership Contracts, 
investment in exchange for final 
products, and/or purchasing stakes.

• High-tier SMEs in MNCs’ supply-chain               

• Counter-capital, bank guarantees requirements

Under Viet Nam’s commitment on capital account 
liberalization, SMEs can nowadays approach any sources of 
overseas funds after reporting to SBV.

For example, Denmark’s Export Credit Agency provide 
overseas investment grants/funds at SMEs in Denmark. The 
SMEs, in turn, can invest in Vietnamese SMEs in their supply 
chain.

https://ekf.dk/en/ekf-s-guarantees/funding/

Landesbank Baden-Wuerttemberg Bank (Germany) 
supports German and European companies in lending B2B, 
esp. when buying plants and machines from European 
countries.

https://www.lbbw.de/services/our-solutions/internation-
al-business/international-business_7vjzjmvds_e.html

4.7 Venture capitals • Crowdfunding             

• Investment in exchange of stakes              

• Building profile to raise funds from 
international capital markets or angel 
investors          

• Producing revenue from franchising 
or disseminating the business models, 
technologies, and innovation

• R&D or improvement projects             

• Impact investment on environment or social 
development           

• Regardless SMEs’ size            

• Commitment to the criteria set by investors

• Viet Nam Silicon Valley Accelerator
http://www.siliconvalley.com.vn/

• GIZ program, Ausaid for innovation     

• Vina Capital, FMO, JP Morgan, etc.

Name of Institutions and 
programs Forms of credit/grantsNo. Eligible SMEs, projects Information/Sites
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