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The microfinance industry in Vietnam has a solid foundation for development and integration into the overall financial system to serve the poor and low-income population: stable political and economical environment and the financial sector reform. However, the industry is still far from meeting the demand by the poor and in fact, is characterized by demand-driven feature, fragmentation, weak financial performance and sustainability, and poor product range and services. Moreover, there is a lack of an overall strategy for the development of microfinance in Vietnam, where the industry is often viewed as a social policy rather than an economic tool assisting economic development. This view has led to the creation of a policy lending bank with heavily subsidized interest rate making the microfinance institutions, which themselves have not well established, financially vulnerable in an unhealthy distorted market. 
In order for the microfinance sector to be viable to serve the huge demand of the poor and low-income in order to play a role in poverty reduction in the country, the internal capacity of the microfinance institutions regarding human, financial capital and institutional organization should be improved and the surrounding policy and regulatory environment should be more enabling. As Vietnam pursues the United Nations’ Millennium Development Goals for poverty alleviation as well as the national socio-economic growth goal, a viable microfinance sector is critical to this process. 
The paper analyzes all factors at micro, meso, and macro levels that affects the viability of the industry as a whole, especially with regard to new developments being the official issuance of Decree 28 and the interests in involvement by international commercial banks, to explore the strengths and weaknesses, opportunities and threats for the MFIs in particular and the industry in general. With these results, this study aims to provide both public and business policy recommendations to the main stakeholders on how to make microfinance industry in Vietnam viable in order to more effectively assist the country with poverty reduction and economic development cause. 
With a comprehensive research approach, the author hopes that this study will also contribute to the current dialogue about microfinance in Vietnam. 
