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Introduction  

As it enters the global economy, the Vietnamese state and society are engaging 

Western rule of law principles, as well as Asian legal development ideas. As with 

Chinese political leaders, the Vietnamese Communist Party aims to retain its 

political monopoly and is reluctant to import foreign principles that challenge its 

core socialist principles. At the same time, non-state actors, including business 

associations (formal and informal), international donors, foreign investors, the 

Vietnamese business community, and legal practitioners are not passive recipients 

of state law; they too are interacting with global ideas.  

This chapter discusses the role non-state actors play in shaping the regulatory 

environment. In particular, it raises the following questions: to what extent do non-

state actors follow party guidelines and state law; and could they benefit from the 

central organizing principle "the Party leads, the State manages, and the People 

own" {Dang lanh dao, Nha nuoc quan ly, Nhan dan lam chu). In this chapter I argue 

that in the current regulatory environment businesses need to cultivate connections 

with state officials, but given the choice, they would rather construct their own 

self-regulatory environment.1  

 

The private sector during the high socialist period (1954-86) 

Long before the state recognized private markets during the doi moi reforms (see 

chapter 4 in this volume), the private sector in Vietnam drew on a range of 

traditional business customs and habits to self-regulate. During the high socialist 

period (1954-86), the Vietnamese government did not absolutely forbid private 

markets, as in other socialist countries.2 

There are various reasons for this. Some leaders at that time understood that 

they could not entirely forbid private trade activity since the people desired it so 

strongly. Others who wanted to follow a strict command economy tried to prevent 

private markets,3 but in the process forced people to establish their own "behavior 

rules," and thus to "self-regulate" their businesses.4 
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The underlying problem was that the state and cooperative economy could not 

satisfy the community's demand for the quantity of goods it needed and the 

distribution system did not meet individual requirements. To overcome shortages 

people privately exchanged goods and services. Moreover, small-scale production, 

"self-production and self-supply" (tu cung tu cap) continued under the command 

economy, and eventually small markets developed for the exchange of goods 

between farmers, producers, and consumers. Several Vietnamese scholars believe 

these small markets (cho set) and frog markets (cho coc) were based on traditional 

mercantile customs in Vietnam. Such habits are still present today even as the 

Vietnamese economy takes its first steps to a market economy.  

Recognizing that the "closed door" policy was stalling development, the 

Vietnamese government opened its economy under the doi moi policy from 1986. 

As the remainder of this chapter discusses, this change in policy encouraged 

foreign trade and investment, and also enabled Vietnamese businesses to integrate 

into the global economy. Trade and investment flows brought with them new 

regulatory ideas. As we shall see, cross-border trade brought regulatory tools for 

corporate management and trade security. These included contract forms, internal 

working rules, standards for goods and services, and organizational behaviors.  

This chapter attempts to understand who is constructing the regulatory space in 

Vietnam. It does so in three parts. Part I will argue that non-state actors are 

shaping Vietnam's legal development. Part II uses case studies to examine how 

foreign rules and regulations have influenced Vietnamese legal development. Part 

III concludes that non-state actors play an underestimated regulatory role in 

Vietnam. 

 

Part I: Overview of non-state actors in Vietnam 

Social organizations 

Social organizations in Vietnam have been operating for a long time under the 

strict control of the state. They attempt to influence Vietnam's regulatory 

environment, but even now state control limits their impact on policy and the law-

making process.5 Many of them have links to the party and state, such as the Youth 

Union, the Women's Association, and the Veterans' Association.6 Following doi moi 

reforms, social organizations began to grow 7  while an increasing number of 

international non-governmental organizations established offices in Vietnam. 

Many domestic social organizations receive funds from the government and their 

leaders are delegated by the party or by government.8 In 2007, there were about 

300 national associations, seventy of which were business associations. 9  At a 

provincial level, there are approximately 2,150 associations. Thirty percent of 



 Legal diffusion and the role of Non-state actors in shaping regulatory environment 3 

companies, including foreign-invested companies, are members of business 

associations.10  

Social organizations are still in an early stage of development. Most, but not all, 

are leadership-based organizations and have not transformed into member-

directed organizations, which would be a shift that corresponds to Western notions 

of a "civil society organization." Some scholars do not believe social organizations 

are part of civil society, but rather act as mere "translators" of the discourse 

between the government and donors,11 or as an "extension of the State.‛12 

 

Community-based organizations 

There is evidence, however, of social demand for member-directed associations. 

Vietnam has a business custom of "trading with friends and selling within a 

community" (buon co ban, ban co phuong), which historically has produced large-

scale involvement in groups and associations, commonly referred to as 

community-based organizations (CBO).13 The World Values survey in 2003 found 

that 73.5 percent of Vietnamese citizens are members of CBOs or civil society 

organizations.14 As we have seen, even before doi moi, where private business was 

prohibited, people still cooperated with each other for business purposes. 

 

Private businesses and self-regulating business networks  

The private sector survived decades of suppression in Vietnam.15 It emerged out of 

two types of markets. "Visible markets" operated without licenses and formed "'cho 

set‛ (small market places) or a "cho coc‛ (literally frog market, but meaning a mobile 

market). They were established to sell vegetables and meat produced by farmers. 

"Invisible markets," on the other hand, traded goods forbidden by the state. 

Every market had its own rules that were established by the market founders or 

village authorities. One of the rules was to share price and supply information with 

other merchants and people using the markets. This usually involved the time, 

place for the market, and the goods available in the market. Some markets were 

only formed at night and closed in the morning. The government knew about the 

markets, which were technically illegal, but was unable to prevent them.16 By the 

close of the high socialist period 60 percent of the country's production was 

distributed through these unauthorized channels.17 

Although the state formally relaxed its controls over the private sector after doi 

moi in 1986,18 reforms began earlier. In the late 1970s and early 1980s,19 there were 

several experiments called "fence breaking" that were designed to assess the 

usefulness of the private sector to economic development. 20  As John Gillespie 
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discusses in this volume, reforms opened legal thinking to the liberal legal notion 

that "people have the right to do business in accordance with the laws.‛  

 

Foreign-investment and multi-national corporations  

Vietnam has tried to attract foreign direct investment, first with the ill-fated Decree 

on Foreign Investment in 197721 and later with the more successful Law on Foreign 

Investment in 1987.22 One of the doi moi policy changes was to pursue an "open 

door" policy that put the old socialist foreign policy idea of international revolution 

on hold. Nevertheless, during the early period of foreign investment the 

Vietnamese government worried that foreign capital would change the socialist 

nature of Vietnam.23 It initially attempted to make FDI conform to state economic 

plans.24  

Starting from a low base rate, the flow of foreign investment capital from many 

countries has now, twenty years after the first investments, significantly impacted 

on the Vietnamese economy and regulatory system.25 In 2008, the total foreign 

direct investment committed to Vietnam was approximately US$64 billion, with 

1,171 newly licensed projects establishing foreign-invested enterprises. 26  Total 

disbursed foreign investment was US$8.5 billion. This figure slightly exceeds the 

total FDI capital contributed in the fifteen years from 1987 to 2002.27 According to 

some economic analysts, such a heavy reliance on foreign investment 28  has 

changed the regulatory infrastructure. It has increased large-scale industrialization 

and attracted modem technologies, advanced management methods, and 

developed business skills in a small sector of the economy.29 In addition, foreign 

investors pressured the Vietnamese government to join international conventions 

and bilateral trade agreements to further open local markets.  

Until recently, corporate legislation in Vietnam was too vague to provide 

effective guidance. In response, FDI companies developed their own corporate 

governance principles. To educate local officials about international corporate law, 

during the license approval process, foreign companies took officials on study 

tours to capitalist countries. 30  This process of inculcation not only helped the 

officials understand the international (western) FDI regulatory model, but also 

introduced them to regulatory and business practices in capitalist countries. There 

is evidence that this tactic caused some officials to reconsider state-oriented 

management philosophies. Over time, local officials began to regard the corporate 

governance principles used by FDI entities as indigenous rather than imported 

ideas.  
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The Law on Foreign Investment 1990 required FDI companies to comply with 

international accounting standards or other foreign accounting standards, since the 

Vietnamese accounting system contained many weak points at that time.31 This 

resulted in more self-regulation by FDI companies. They applied several different 

kinds of accounting standards, such as Vietnamese standards, international 

standards, and standards derived from particular countries.32 This practice ceased 

in 2000, when Vietnamese accounting standards enacted by the Ministry of 

Finance, made to conform to international standards (based on western models), 

were accepted by FDI entities.33  

Gillespie concluded in Transplanting Commercial Law Reform, Developing a 'Rule 

of Law' in Vietnam 34  that foreign-invested corporations prefer an operational 

environment governed by legal transparency, codified legal standards, and 

judicially defined boundaries between state and private interest, that is, the 

objectives of the rule of law. They want this form of regulation to provide 

guidelines that are familiar to the professional legally trained staff running large 

corporations. The corporations need an external legal framework to orient and 

legitimize their internal organizational practices. Moreover, application of common 

accounting systems helps the FDI companies integrate their systems into their 

mother companies' systems and helps foreign shareholders to understand the 

system.35  

 

Adherence to international standards 

As more foreign investors arrived in Vietnam, and large Vietnamese corporations 

began investing offshore, demand for the domestic adoption of international 

standards gained momentum. Currently, many Vietnamese companies voluntarily 

comply with international standards. One of the chief reasons for domestic 

demand is that Vietnamese companies need to play by global rules if they want 

access to international markets and to compete with other companies (both foreign 

and domestic) in the domestic market. Some standards are adopted in their 

original form by domestic regulations, for example, the ISO (International 

Organization for Standardization) and the GMP (Good Manufacturing Practice). 

Some are modified to suit local conditions and legislation.  

 

ISO (International Organization for Standardization) 

In 1946, delegates from twenty-five countries met in London and decided to create 

a new international organization that would "facilitate the international 

coordination and unification of industrial standards." The new organization, ISO, 

an NGO, officially began operation on 23 February 1947, in Geneva, Switzerland.36 
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It is the world's largest developer and publisher of International Standards, with 

161 member countries, including Vietnam.37 The ISO also acts as a bridge between 

the public and private sectors and works to reach a consensus on standards that 

reconcile the needs of business and the broader community.38  

Imported ISO standards are not only applied to business in Vietnam, but also to 

public sector agencies. In 2000, ISO 9001:2000 Corporate Governance standards 

were trialed in several state agencies using practical experience learned from 

Singapore and Malaysia.39 So far more than 527 state agencies have applied the 

standard.40 

 

Good manufacturing practice (GMP)  

The World Health Organization (WHO) recommends the adoption of GMP 

standards for the pharmaceutical industry in over one hundred countries in the 

developing world. GMP standards impose a system of quality regulation on 

manufacturers.41 They aim to maintain the quality of pharmaceutical drugs by 

standardizing manufacturing and monitoring processes, systems that primarily 

reflect Western production and governance methods.  

The Vietnamese government has adopted GMP as the industry standard and 

requires all domestic pharmaceutical manufacturers to follow this protocol. The 

Ministry of Health codifies the WHO's recommendations into domestic regulations 

without any modification. There are two pharmaceutical standards that 

manufacturers can choose to follow: GMP-ASEAN's or GMP-WHO's 

requirements.42 If they conform to either standard, the Ministry of Health will issue 

a certificate of GMP qualification.43 

 As of October 2008, 67 out of 93 domestic pharmaceutical manufacturers were 

qualified according to GMP-WHO standards, six manufacturers were qualified for 

GMP-ASEAN standards and the others were waiting for certification. 44  Some 

pharmaceutical manufacturers say that the main reason for compliance is economic 

as non-conforming manufacturers will be closed by the state.45 

 

Part II: Non-state actors and legal development 

Self-regulation 

The democratic tradition of Vietnam originates in village communities.46 It has 

been pointed out in a number of historical and cultural studies that each village in 

Vietnam self-regulates in terms of economics, politics, and culture.47 Every village 

has its own rules or charter (huong uoc), which villagers prefer to follow, rather 

than laws originating from central government - a practice encapsulated by the 

adage "the emperors' writ stops at the village gate" (phep vua thua le lang). There are 
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many explanations for this phenomenon but most of them agree that central laws 

are unclear and lack enough details for effective implementation. Weak 

governance and corrupt feudal administrators amplified the desire for self-

regulation.48  

Elders (gia lang), village chiefs (truong thon), and elder councils (hoi dong ki muc 

or hoi dong bo lao) arbitrate village disputes. Despite more than sixty years of central 

control over village authorities and thus interference with the appointment of 

village chiefs, local authorities retain considerable independence from central 

authorities.49 Villagers continue to follow decisions made by these authorities.50 

Villagers take both the desire to self-regulate and village norms with them to urban 

centers. This is not just a matter of family or clan pride, because villagers find that 

traditional practices work in modem urban settings as well.51 This behavior is not 

only observable in people originating from agricultural villages, it is also seen in 

people from commercial or production villages. Some studies of Vietnamese 

culture demonstrate that the Vietnamese are usually proud of their relationship 

with their hometown (que huong) and want others to know that they still remember 

their roots, since this is considered ethical behavior. 52  Many of them take 

advantage of this relationship for private business, as discussed below.  

Interestingly, the centralization of state power may inadvertently have 

encouraged self-regulation. During the pre-modem period, central government 

followed the neo-Confucian disdain for commerce, and largely (although not 

entirely) left regulation in this area to village authorities. 53  Demand for the 

development of the private sector during the pre-modem and high socialist periods 

did not receive any support from central laws and policies. It became necessary for 

people to form associations (buon co ban, ban co phuong) to ''trade with friends and 

sell a community," as discussed earlier.  

In the post-doi moi environment, some self-regulating groups use written rules,54 

but many more rely on unwritten rules derived from village custom rules, or social 

norms. Most groups are formed for economic purposes, but they usually combine 

commerce with family and neighborly relationships. As previously mentioned, 

self-regulation was considered an unlawful 'remnant of the feudal ideology" 

during the high socialist period.55 But recent amendments to the Civil Law in 2005 

reluctantly extended legal recognition to some kinds of self-regulation, such as 

credit groups (tontine), as a legal relationship arising from popular custom.56 

 In the process of building a market economy to integrate into the global 

economy, some commentators wonder whether self-regulation is redundant, since 

it obstructs the formation of a competitive market,57 or whether it can be adjusted 

to the new economy. This chapter argues that it is relevant to global markets.58 
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Gillespie has elsewhere analyzed self-regulation through business 

cooperation.59 The following example examines village-based self-regulation. 

 

Case study 1: The business community trading sunglasses of Lich Dong village - 

Thai Binh province 

Lich Dong is a sunglasses production and trading village of 4,000 people,60 lying in 

an agricultural production commune in Thai Binh province, 70 kilometers from 

Hanoi. It has a long and strong cultural history.61 It has its own festival day on 10 

January,62 which is called "Tet Lenh." On this day, villagers who current live all 

over the country return to the village to celebrate the new year, exchange 

information relating to their families, clans, businesses, and perform the village 

rituals if they can afford to do so.63 It is also a chance for sunglasses traders 

exchange information with one another about the market, behavior in business and 

other matters.  

In Lich Dong, there are six big clans, including Dinh, Tran, Dang, Nguyen, Bui, 

and Vu, as well as some other small ones. Most villagers are related to or another 

by marriage.64 

Before establishing a sunglasses industry, Lich Dong was an agriculture-based 

village with secondary occupations of carpentry and pearl cultivation.65 However, 

there was not enough agricultural land for the growing population and so man 

villagers went to urban centers to repair sunglasses, watches, and locks, or engrave 

fountain pens.66 At the end of the high socialist period, the two main businesses in 

Lich Dong Village were sunglasses repair and fountain pen production. At that 

time, the fountain pens imitated a famous brand manufactured by Truong Son, a 

state-owned factory.67 

 The sunglasses business in Lich Dong started about sixty to seventy years ago 

and the village is considered to be the only manufacturer of this kind in the 

country. No-one can remember the exact time and place when this industry 

started, but some suppose that it originated from the job of repairing glasses, locks, 

and engraving pens in urban streets.68 Following the "open market policy" when 

foreign trade transactions were strengthened, eyeglasses frames produced by the 

Lich Dong villagers were unable to compete with Chinese and Korean imports. 

Many villagers had to change to wholesale and retail sales, while other now grind 

and assemble lenses or print and engrave logos on accessories imported from 

China.69 

 

Current operations 
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Villagers currently account for about 90 percent of all sunglass trading in 

Vietnam. 70  More than half of the villagers sell glasses in other provinces. 71 

Approximately fifty households remain working in the village, and they employ 

five to six workers each. These households have various kinds of relationships 

with traders selling glasses nationwide.72 Lich Dong villagers produce thousands 

of pairs of glasses for nationwide distribution annually.73 

Lich Dong villagers have some unwritten rules for the sunglasses business. Of 

these, the most important is limiting the spread of trade skills to family and clan 

members. Trade skills comprise grinding and assembling sunglasses and 

rebranding "no-brand" sunglasses. Take the example of Mr. Thing, who owns a 

large chain of sunglasses stores in Hanoi. His family used to live in Lich Dong 

village, but they moved to Hanoi nearly thirty years ago. His wife was born into a 

family of four daughters, who had unstable jobs with low earning power. To assist 

his wife's family, Mr. Thang decided to share some of the technical know-how 

about grinding and assembling glasses with his oldest sister-in-law. Her younger 

sisters and parents are not permitted to open their own sunglasses stores, but they 

can work in village-owned stores. They do not complain to Mr. Thang because 

they understand and accept the trade secrecy maintained by the village. 

 

Price information is strictly controlled 

During the high socialist period the state attempted to control business activities 

tightly. Prescription eyeglasses were primarily traded by state-owned glasses 

companies. In the north, a state-owned company, Hanoi Eyeglasses Company, 

dominated the market with "Trang Tien" brand eyeglasses. Following the 

relaxation of state controls, private "unlicensed" stores began to compete with, and 

take business from the state-owned company.74 The "unlicensed" private stores, 

which were owned by Lich Dong villagers, sold the village products, smuggled 

high quality eyeglasses, and provided after-sales services.75 They attributed their 

success in out-competing the state-owned company to their self-regulatory rules, 

especially the secrecy surrounding the source and price of components.76 

In practice, glasses made by Lich Dong villagers are wholesaled at an extremely 

low price, since buyers and sellers are mostly from the village. Retail prices are 

often three or five times higher than the wholesale price, some villagers say.77 

There are very few cases where villagers disclose information to outsiders, such as 

in the Thang case.78 It is only rarely that outsiders get to know about the "real" 

prices within the village. 

 

Information is shared about the behavior of state authorities 
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Information about the state's activities is shared among the villagers. It includes a 

wide range of intelligence, from the "pavement spots" and locations where local 

inspections are lax, through to detailed instruction on how to build personal 

(frequently corrupt) relationships with local officials. They also share information 

about tax authorities, market control agencies, and the local police. Villagers 

implicitly trust the information exchanged.79 

 

Exchange of trade or capital credit 

Trade credit is exchanged among Lich Dong villagers to finance international and 

domestic trade. Capital credit is used far less often than trade credit. Although low 

interest rates are charged for long-term credit, trade credit does not attract an 

impost. Interest is calculated according to capacity to pay, and only falls due when 

borrowers have developed a viable business.80 

Financial transactions are governed by a code of mutual assistance, and short-

term credit lines are opened to assist with cash flow problems. In these 

circumstances borrowers can negotiate to repay loans by installments - a practice 

that generates strong agency relationships between borrowers and lenders.81 

 

Competition 

It seems that the villagers have solidarity with one another, but competition still 

occurs among the villagers in the retail sunglasses business.82 There is no price 

competition among villagers; this only occurs between villagers and outsiders. 

Competition among villagers is confined to providing after-sales services. Villagers 

form complex distribution agreements that allocate trading territories without 

resort to formal agreements. In some areas, villagers permit others from the village 

to establish stores close to each other; in less commercially attractive areas a certain 

distance is maintained between stores. The purpose of these arrangements is to 

share customers according to predetermined agreements.83 

 

Making business cooperation agreements with non-villagers 

Business cooperation with non-villagers has also been increasing over the past ten 

years. This is largely attributable to the rising demand for "genuine" brand name 

sunglasses. These products are officially imported from countries such as Korea, 

Singapore, Malaysia, France, and Germany. Some non-villagers who have 

international trade experience are involve in this side of the business. Outsiders 

generally accept the village rules because they realize there are benefits that come 

with compliance. 
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Villagers wishing to sell genuine sunglasses must agree to keep this products 

separate from counterfeit products to avoid confusing the public. Evidently this 

rule is strictly enforced by name brand suppliers. Mr. Thang, for example, is 

required to explain to customers the difference between genuine and fake glasses 

to support the reputation of brand name sunglasses. There are heavy penalties for 

non-compliance. 

 

Dispute settlement 

Villagers report that if conflict arises they search for amicable solutions. Usually, 

they ask reputation villagers to recommend a mediator. Rather than looking for 

someone at arm’s length from the traders, it is common practice to use mutual 

friends or relatives. Where disputes spill over into family grievances, the head of 

the clan is usually invited to settle the dispute.84 

In summary, this case study shows that self-regulatory practices developed in a 

small rural village are now used to run trading networks that extends throughout 

the country. Where it is commercially necessary, such as trading genuine brand 

name sunglasses, villagers adopt global rules. What is striking about this case 

study is that state law and bureaucratic regulators play a marginal role in shaping 

entrepreneurial behavior. 

 

Part III: Policy advocacy: shaping the regulatory environment 

Non-state actors have recently gained a limited voice in policy advocacy in 

Vietnam. This role manifests differently in each sector. 

 

Social associations 

Although the government has incrementally recognized that non-state actors have 

a role to play in developing business regulatory policy in Vietnam, in practice the 

government primarily deals with the Vietnam Chamber of Commerce and 

Industry (VCCI).85  The VCCI is widely considered a quasi-state organization, or 

for some, an ‚extension‛ of government, nevertheless, it represents a range of 

views that sometimes differs from those held by state agencies. Other non-state 

organizations, such as the Vietnam Business Forum (VBF) and the Vietnam 

Association of Financial Investors (VAFI), use the VCCI to advocate their opinions 

on business policy.  

The Vietnam Business Forum, a body established with financial assistance from 

the International Finance Corporation, enables an ongoing structured dialogue 

between the Vietnamese government and the business community. The Forum 
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aims to develop a favorable business environment that attracts foreign investment 

and stimulates domestic economic growth. However, FDI corporate members, 

foreign law firms, and domestic law firms whose main clients are FDI companies 

are more active than the domestic members. 86 The Forum frequently provides 

comments on law drafts related to investment and business issues.87 

VAFI was established in late 2003 with the purpose of creating an association 

for financial investors. It provides an information exchange, protects the rights of 

its members, mediates disputes that arise between its members, and advocates 

policies relating to financial and investment issues. 88  Every month it provides 

government agencies with three to four comments on policy issues and draft 

regulatory instruments in the finance industry.89 

Currently all major commercial laws are circulated to business associations for 

comment, either directly or through the VCCI. 90  Participation by business 

associations in policy making takes the following forms: 

• Directly participating in law drafting bodies; 

• Providing comments on the law drafts directly to the drafting body or via 

the media; 

• Acting as a member of the elected bodies including the National 

Assembly and local People's Councils; 

• Providing comments on current policies and laws via scheduled and 

unscheduled dialogues between the government and business 

associations.91 

Despite reforms in the area of public participation in lawmaking it is still 

unclear whether state regulators value a diversity of opinion. 92  Business 

associations often complain about "formalism" in the treatment of submissions, 

with little evidence that comments are taken into account. The VBF seems to have 

the most success in convincing government to listen to the concerns of it members, 

who are mostly foreign investors. 

 

International donors 

International donor agencies, especially the UNDP, Asia Development Bank, and 

bilateral agencies play a central role in advocating law reform in Vietnam. 

According to the Ministry of Justice, more than fifty laws have been drafted, 

thanks to the financial and technical support of international donors and NGOs.93 

This number is increasing gradually year by year.  

As discussed above, the Vietnamese government is still concerned about the 

"political reasons" behind the donors' advice,94 but realize they need advice to build 

a market economy. 95  As Gillespie and Nicholson note in this volume, the 
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government primarily looks to China for advice on changing political institutions.96 

International donors press the state to join and comply with international treaties 

and comment on draft legislation, but they also influence policy by educating and 

training state officials. 

 

Multinational corporations 

Multinational corporations also advocate policies that influence regulation. Since 

doi moi, foreign investors have organized study tours for their Vietnamese partners 

and/or Vietnamese government officials in capitalist countries to learn about rule 

of law societies. These projects generate mutual trust and an environment where 

local actors are more receptive to global legal ideas. They produce an alternative 

vision for an orderly and predicable regulatory environment that is more 

transparent and accountable.97 

Some multinational corporations try to promote the rule of law by transferring 

overseas legal thinking to their business associates in Vietnam. They promote 

global ideas as technical improvements or as risk protection.98 For example, IBM 

not only insists that local branches follow ethical principles based on US standards 

and practices, it also tries to convince local suppliers, and even government 

agencies, to adopt the ethical code. The following case study illustrates how global 

principles influence domestic behavior without first being enacted into domestic 

law. 

 

Case study 2: Intel Code of Conduct 

In 2006, US microchip giant Intel was granted the official investment license to 

establish a semiconductor assembly factory in Vietnam.99 After more than eight 

months of operation, Intel decided to increase its total investment capital to US$1 

billion, making it the largest Intel ATM factory at that time.100 To ensure that its 

Vietnamese operations did not offend US anti-corruption laws and Intel's own 

code of practice, the firm entered into a Memorandum of Understanding (MoU) 

with Sai Gon Hi-tech Park (SHTP), a state management agency.101 The agreement 

required SHTP to collaborate with Intel to apply the firm's Business Ethics and 

Code of Conduct (CoC) with the business park to prevent corruption, including 

bribes, kickbacks, and any forms of abuse of power for personal gain. As Rick 

Howarth, General Manager of Intel Vietnam explained:102 
SHTP believes that Intel has taken the initiative to promote a clean investment 

environment, abolish malpractices such as corruption, bribery, and abuse of power 

for personal gain. He also said that the MoU will increase its competitiveness.103 
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Intel managers note that the CoC is to reinforce the law and it is not to replace any 

law. Intel does not try to overwrite the law. The CoC is just guidance for Intel 

employees and Intel's partners to prevent malpractices and to ensure success in 

Intel's daily business operations. 

The Vietnamese press expressed surprise at this arrangement, as it was the first 

time a state agency signed a commitment with a private firm to oppose bribery in 

Vietnam. It also aroused anxiety by treating a state agency as a business partner.104 

This is also the first time anywhere in the world that Intel has signed such an 

MoU.105 

It is instructive to observe that Intel has operated in China for 15 years without 

signing a similar agreement with a Chinese agency. In fact, "during 15 years in 

China, Intel did not have any corruption incidents," as an Intel manager noted.106 In 

Vietnam, Intel has not encountered corruption either, but is concerned about the 

country's low ranking on corruption indices. Intel wanted to proactively reduce the 

opportunities for corruption by importing a code of conduct.107 

The CoC contains five principles of conduct:  

• Intel conducts business with honesty and integrity; 

• Intel follows the letter and spirit of the law; 

• Intel employees treat each other fairly; 

• Intel employees act in the best interests of Intel and avoid conflicts of 

interest; 

• Intel employees protect the company's assets and reputation.108 

Taking the second principle as an example, Intel has put forward anti-

corruption and antitrust rules. It introduced the American Foreign Corruption 

Practices Act (FCPA) and the Vietnamese law on anti-corruption to every 

employee in Vietnam, and provides annual refresher courses.109 

In order to implement the CoC, both parties agreed that if Intel sees any 

significant corruption, Intel would report to SHTP and they would work together 

to retrain the workforce. 110  So far, they have organized more than ten group 

discussions and one seminar on the CoC and business values. Training started for 

SHTP staff at the beginning of 2008. Intel also sent its local suppliers and 

contractual partners all the documents that Intel signed to enable them to 

understand Intel's position on corruption.111 

This case study shows how large multinational corporations have the economic 

strength to impose their own regulatory codes on state bodies. Although 

Vietnamese authorities were quick to point out that the CoC did not displace state 

law, in practice it created a regulatory regime that made the law redundant. 
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Dispute settlement without the courts 

People everywhere prefer settling their disputes outside the court system. Several 

aspects of Vietnam's regulatory environment amplify this propensity. One reason 

for the aversion to adversarial dispute resolution is the perception that courts are 

incapable of handling complex disputes. 112  Historically, the court system in 

Vietnam operated like an extension of the criminal justice system and criminalized 

commercial and social relationships. People do not expect to settle their disputes in 

court, or as a proverb puts it: "try not to go to court" (vo phuc dao tung dinh).113 

Self-regulation in villages also militates against litigating in courts (see Lich 

Dong case study), because village authorities are able to dispense contextually 

relevant forms of justice. Village elders live among the people and have a rich, 

nuanced knowledge about community norms and tacit understandings and can 

apply "reason and sentiment (hop li hop tinh) to resolve disputes.114 

A strong emphasis was also placed on resolving grievances amicably. 115 To 

settle disputes, parties were prepared to compromise and accept outcomes that 

were not entirely beneficial. In reaching agreement, parties tried to balance factors 

such as cost with the potential loss of prestige in engaging in a dispute.  

In practice, the Vietnamese government recognizes that amicable settlements 

promote social order and reduce the workload of courts. A good example of this 

interconnection between state and self-regulation is found in grass-roots 

conciliation groups. Conciliators are either elected or selected by local government 

from high-status people living in particular localities. Conciliators generally work 

without allowances from the local authority. The authority also asks them to 

disseminate legal regulations from the central government. Although there are no 

published statistics about the efficacy of conciliation, we can still gain some 

understanding about the important role they perform by looking at the more than 

30,000 conciliation groups nationwide.116 The popularity of this form of dispute 

resolution contrasts sharply with the comparatively low use of court-based 

litigation.117 

 

Conclusion 

This chapter has argued that regulatory environments are never entirely shaped by 

states. Laws do not always come from the ruling class. This is so even in a socialist 

country such as Vietnam, where state actors have tried to apply their rules 

throughout the country for many decades, but non-state actors (especially in the 

commercial arena) continue to operate as a major regulating force. In some 
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circumstances they supplement state regulation, and in other cases they entirely 

bypass the state by forming self-regulating business communities. 

There is strong evidence that the diffusion of global legal ideas has profoundly 

influenced domestic regulation. I found that China was not a major source of 

regulatory inspiration for non-state actors in Vietnam. In the main non-state actors 

borrow ideas from Western regulatory models, either through international 

standards or via commercial agreements with Western (and Japanese) companies. 

Although state actors are reluctant to receive Western "rule of law" ideas that may 

disrupt the party's monopoly on political power, non-state actors cheerfully 

embrace ideas that promote economic development.  
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