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Abstract

This paper introduces an independent outside director system and analyzes the
establishment of each committee of the board of directors as a means of monitoring
management.

In the 2000s, a number of scandals of state-owned enterprises in Vietnam have been
revealed, which have promoted the requirement of corporate governance reforms. The
will to create a favorable business environment, along with the pressure from foreign
investors, has pushed the Vietnamese government to revise and complete the enterprise
law and other regulations of corporate governance.

In 2015, after the foreign ownership restrictions, excluding the bank sector, were
removed, many public companies have changed the capital ownership ratio of foreign
investors to 100%. Besides, an independent outside director system and a new audit and
supervisory committee system were introduced under the 2014 revised enterprise law for
all corporations. Accordingly, corporations can adopt one of the following two
management organization structures: (i) establish a board of corporate auditors, and (ii)
establish an internal audit committee. Decree No. 71 on corporate governance regulates
the ratio between executive and non-executive members in the Board of Directors to
ensure the balance and transparency. Accordingly, at least one-third of the Board
members are non-executive members and at least one-fifth of the Board members are
independent members.

To clarify the compliance with the provisions of the law and the preferences of the
control model of companies, the author examined the reports of 60 listed companies on
both the Ho Chi Minh Securities Exchange Center (HOSE) and the Hanoi Stock
Exchange (HNX). The result shows the three following main points. First, foreign stock
holdings are more common in companies listed on the Ho Chi Minh Stock Exchange than
on the Hanoi Stock Exchange. Second, most companies choose to establish a board of
corporate auditors. Final, companies listed on the Ho Chi Minh Stock Exchange tend to
appoint more independent outside directors compared to ones listed on the Hanoi Stock
Exchange.

In this way, this study clarifies the situation of corporate governance in Vietnam. In the

future, it will be necessary to study further the effects of this process on the effectiveness
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of the companies’ operation.
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