
The Growing Appeal of Vietnam as an Investment Destination

Vietnam has emerged as a preferred destination for foreign investment,
driven by its rapid eco-nomic growth, strategic location, and integration
into global trade networks through agreements like the CPTPP and
EVFTA. However, the complexities of Vietnam's legal framework,
coupled with unique socio-economic conditions, pose significant
challenges for foreign investors. Understand-ing these challenges and
adopting legal strategies to mitigate risks are essential for successful
cross-border investments.

Key Challenges Facing Foreign Investors in Dispute Resolution

1. Complex Legal Framework

Before entering the Vietnamese market, investors must conduct
thorough due diligence on poten-tial partners, legal requirements, and
market conditions. Engaging local legal counsel with exper-tise in cross-
border investments is crucial to identifying potential risks and ensuring
compliance with Vietnamese laws.

2. Utilize Arbitration Clauses

Incorporating arbitration clauses into contracts offers a reliable
mechanism for resolving dis-putes. Selecting a reputable arbitration
institution, such as the Vietnam International Arbitration Center (VIAC),
ensures that disputes are handled by experts familiar with cross-border
issues. Including provisions for international arbitration outside of
Vietnam can further safeguard investor interests.

3. Restrictions on Foreign Ownership

Foreign investors face restrictions on ownership in certain sectors, such
as real estate and telecommunications. These limitations often lead to
disputes over joint venture agreements or nominee structures, where
the legality of arrangements comes into question.
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4. Lengthy Dispute Resolution Processes

Litigation in Vietnam’s courts is often protracted, with cases sometimes
taking years to resolve. Factors contributing to delays include
overburdened courts, procedural inefficiencies, and a lack of
specialized expertise in handling complex cross-border disputes.

5. Challenges in Enforcing Contracts

Despite improvements in contract law, enforcing agreements remains a
challenge. Cases involving breaches of joint venture agreements or
supply contracts often highlight gaps in enforcement mechanisms.
Foreign investors may encounter difficulties obtaining fair remedies or
damages.

6. Limited Recognition of International Arbitration

Although Vietnam is a signatory to the New York Convention,
enforcement of international arbitration awards can be inconsistent.
Some local courts may refuse to recognize awards on the grounds of
public policy, creating uncertainty for investors relying on arbitration
clauses in their contracts.

Legal Solutions to Mitigate Risks

1. Conduct Comprehensive Due Diligence

Before entering the Vietnamese market, investors must conduct
thorough due diligence on potential partners, legal requirements, and
market conditions. Engaging local legal counsel with expertise in cross-
border investments is crucial to identifying potential risks and ensuring
compliance with Vietnamese laws.

2. Utilize Arbitration Clauses

Incorporating arbitration clauses into contracts offers a reliable
mechanism for resolving disputes. Selecting a reputable arbitration
institution, such as the Vietnam International Arbitration Center (VIAC),
ensures that disputes are handled by experts familiar with cross-border
issues. Including provisions for international arbitration outside of
Vietnam can further safeguard investor interests.

3. Leverage Bilateral and Multilateral Agreements

Foreign investors should take advantage of protections under bilateral
investment treaties (BITs) and free trade agreements (FTAs). These
agreements often include dispute resolution mechanisms, such as
investor-state dispute settlement (ISDS), providing an additional layer of
protection.
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4. Engage in Alternative Dispute Resolution (ADR)

ADR methods, such as mediation, offer a less adversarial and more
time-efficient approach to resolving disputes. Mediation allows parties
to negotiate mutually beneficial outcomes while preserving business
relationships. Vietnam’s increasing emphasis on ADR reflects a global
shift towards collaborative dispute resolution.

5. Monitor Regulatory Changes

Staying informed about regulatory developments is vital for mitigating
risks. Regular consultations with legal advisors and participation in
industry forums can help investors anticipate changes and adapt their
strategies accordingly.

6. Foster Strong Government Relations

Building positive relationships with local authorities can significantly
reduce the likelihood of disputes. Transparent communication,
adherence to legal requirements, and demonstrating a commitment to
long-term development are key to gaining the trust of government
stakeholders.

Balancing Risks and Opportunities

Cross-border investment disputes are an inevitable part of operating in
a dynamic and evolving market like Vietnam. However, by
understanding the legal landscape and adopting proactive strategies,
foreign investors can mitigate risks and navigate challenges effectively.
Vietnam’s efforts to improve its legal framework and integrate into the
global economy signal its commitment to fostering a favorable
investment environment. For foreign investors, the key lies in leveraging
available legal tools and building collaborative partnerships to achieve
sustainable success in Vietnam’s promising market.
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