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ABSTRACT

1. Significance of the study

Multi-level marketing is known as a highly effective business method in marketing,
distributing, and consuming products. At the end of the 20th century, multi-level business began
to be introduced into the Vietnamese market and achieved an unexpected total revenue in the first
two or three years. However, multi-level marketing is taken advantage of by some subjects to
perform fraudulent acts, transform into illegal multi-level sales to profit, causing bad public
opinion in society, greatly affecting the reputation of customers. branch. lllegal multi-level
marketing is a negative behavior that adversely affects people’s lives and the whole society. This
behavior is appearing more and more in Vietnam with many sophisticated tricks. Viethamese law
has legal documents regulating multi-level marketing activities and has also achieved certain
effectiveness in combating illegal multi-level marketing . However, at present, the legal
documents on multi-level sales management have revealed several inadequacies, multi-level sales
activities appear many variations in a negative direction, many subjects take advantage of the
slots. The loopholes of the law to carry out illegal acts make this activity worse in the eyes of the
social community and make it difficult for the State management.
Therefore, the Ph.D. student chooses the topic: “The current law on anti-illegal multi-level
marketing in Vietnam” to be the research topic of the thesis. Thereby finding the most effective
solutions to perfect the law on anti-illegal multi-level selling by the country's culture, economy,
and society.

2. Objectives and missions of the study

2.1. Objectives of the study

Purpose of the thesis is to clarify the theoretical issues of illegal public sale and the law on
anti-negotiation; analyze and evaluate the current state of law and practice of law enforcement on
combating the illegitimate sale of securities; on that basis, propose orientations and solutions to
improve the current legal provisions on anti-illiquid retail sales in Vietnam.

2.2. Missions of the study

To fulfill the above research purpose, the thesis has the following specific research tasks:

First, to study the issues of the theory of illegal public sale and the legal theory of anti-

negotiation and interpret the interpretation. more clearly about the nature of the illegal general
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insurance. Studying the experiences of some countries in the world on combating illegal sale.
Since then, contribute to improving the rationale of the law against illicit multi-level marketing
Vietnam following the development of the country in the context of international integration with

Deputy Second, study the current status of legal provisions on anti-illiquid syndication in
Vietnam today by analyzing and commenting on current regulations and the practice of
implementing regulations on anti-illiquid sales for enterprises. illegal GCC participants.
Clarifying regulations on the authority of state management agencies. Focusing on the limitations
and pointing out the causes of those limitations as a basis for proposing solutions and
recommendations to improve the law.

Third, point out the necessity and orientations for perfecting the law against illicit sales in
the current context, and propose recommendations and solutions to improve the law on anti-
illiquid sales in Vietnam.

3. Objects, research scope of the topic

3.1. Research object

The research object of the thesis is the theoretical issues of the illegal public sale and the
law on combating the illicit sale of goods, Vietnam's legal provisions on anti-illiquid retailing and
Vietnam's law enforcement practice on anti-illiquid distribution in recent years.

3.2.  Research scope

In terms of content:

The thesis focuses on researching the legal theory of anti-illiquid sale, the current situation
of anti-illiquid sale law in Vietnam through regulations in current legal documents. The object of
illegal general insurance according to Vietnamese law is only goods. The thesis also studies the
international legal regulations and the laws of some countries in the world on anti-illiquid
distribution, however, this content is not discussed deeply, but only serves as a database for
comparison., compare, analyze and evaluate the current provisions of Vietnam's current anti-
negligible sale law to ensure objectivity and inclusiveness in judgments and comments.

The thesis researches the law on anti-negligible retail insurance as a legal institution to
ensure the legitimate rights and interests of the online retail business, the genuine participants

of the online retail sale, the consumers, and the other entities. related.

In terms of space:



The thesis studies the practice of dealing with illegitimate direct-to-consumer insurance
of enterprises that register to do business in retail insurance in the Vietnamese market.

About time:

- Regarding the provisions of the law is from 2004 to the present.

- Regarding the practice of the illegal sale of shares, the practice of dealing with
violations of the illegal sale of shares from 2015 to the present.

4. Methodology and research method of the topic

Based on the methodology of dialectical materialism, historical materialism, to perform
the research task, the thesis has used the approach based on authority, system,
multidisciplinary and interdisciplinary. At the same time, the thesis also uses specific methods
such as analytical, synthesis, systematic, comparative, interdisciplinary, and forecasting
jurisprudence through secondary documents to clarify the issues discussed. research in the
Thesis.

- Analytical methods are used during the implementation of the thesis in the overview
section, Chapters 1, 2, 3 to analyze the theoretical basis of the illegal sale of securities, the
theoretical aspect of the law against illegal general insurance acts. This method is also used to
evaluate and comment on the legal provisions, practices, and effectiveness of the application
of the law on the legality in combating the illegal sale of shares and to analyze the proposals
for improvement of the law against the illegal sale of shares.

- Systematization and synthesis methods are used to evaluate to draw general
conclusions, viewpoints, specific proposals, and recommendations related to the research area
of the topic in Chapter 3.

- methods of logic used to assess the status of laws in Chapter 2, review the consistency
and uniformity to detect inconsistencies in the laws on anti- multi-level marketing nefarious,
thereby underpinning the Proposing recommendations and solutions.

In addition to the above universal research methods, the thesis also uses secondary data,
documents, and reports of the Government, the sales Department of Competition, and
Consumer Protection.

5. Scientific and practical significance thesis statement



The thesis contributes to consolidating and perfecting the scientific basis of illegal
multi-level marketing and the law against illegal multi-level marketing in the context of
strong changes in multi-level marketing in the world. The thesis clarifies the current status of
regulations and practices of law enforcement against illegal multi-level marketing in Vietnam,
pointing out the success, limitations, and causes of that situation. The thesis contributes some
recommendations to improve the legal system against illegal multi-level marketing in
Vietnam based on science.

To a certain extent, the thesis provides useful knowledge for people who do practical
work in the field of multi-level sales. The thesis is valuable as a reference for the legislative
and executive agencies in the process of planning, formulating, and implementing policies
and laws on multi-level marketing in general and against illegal multi-level marketing in
general. private. The research results of the thesis can also be used for reference in research,
teaching, and learning at jurisprudence, economic training institutions...and for organizations
and individuals. interested in the field of multi-level marketing, the law against illegal multi-
level marketing.

6. Structure of the thesis

In addition to the introduction, conclusion, and list of references, the thesis includes the
main contents as an overview of the research situation and 3 chapters:

Chapter 1: Some theoretical issues on illegal multi-level marketing and anti-illegal multi-
level marketing law

Chapter 2: Current status of the law on anti-illegal multi-level marketing in Vietnam
Chapter 3: Directions and solutions to improve the law and improve effectiveness against

multi-level marketing unrighteous.



OVERVIEW OF RESEARCH ISSUES

1. Overview of the research situation related to the thesis

The author conducts research, reviews domestic and foreign scientific works related to
multi-level, selling real estate. The main and law on multi-level selling, the law against multi-
level selling illegal in Vietnam, focusing on the field of legal science to evaluate the overview of
the thesis research situation. The author divides the content to learn about the research related to
the topic such as:

1.1. Theoretical research on multi-level marketing, illegal multi-level marketing, and the

law against illegal multi-level marketing

1.2. Research on real anti-illegal multi-level marketing

1.3. Research, propose solutions and recommendations to improve the law against illegal

multi-level marketing

2. Evaluate the results of research works related to the thesis

2.1. The issues have been clarified, the thesis can absorb the inheritance

Through an overview of research works in theses, theses, research topics, articles related to
the field of illegitimate mortgage insurance and illegal retail insurance at home and abroad. It can
be seen there are several contents related to nefarious mortgage insurance, which has been
resolved and reached a high consensus, the PhD student can absorb the following:

From a theoretical viewpoint:

- Regarding the process of formation and development of the geothermal method, most of
the research works and articles also clarify the history of formation and development of the
geosynthetic method, created and developed by American chemist Karl Renborg (1887-1973)
from around 1920 of the last century. The introduction and development of the general insurance
industry in Vietnam around the end of the 20th century (1998).

- About how to approach the behavior of general insurance, the authors have approached in
many ways. From an economic perspective to a legal perspective, regardless of the approach, the
authors all support the direct sale method and think that this is a modern, effective and cost-
effective sales method for businesses, creating jobs for people in the society with more income
and convenience for consumers than traditional sales today. Most views suggest that this form of

sales is eliminating the traditional form of sales, instead of having goods on the shelves at stores
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and supermarkets, they will be sold to consumers. This is the right view in line with the times and
has been absorbed and developed by the PhD student in the thesis.

- There are many different interpretations of the point of illegitimate discounting, but in
general, the content of the concept of this behavior includes the following signs: enticing people
to participate in the online distribution network with false information. truthfulness about income,
economic benefits, sales methods not in accordance with the nature of the lawful general
insurance; Require sales participants to deposit a sum of money to join the network, this
represents the illegal capital appropriation of the enterprise; Saying wrongly, exaggerating about
the use of goods and products of enterprises and selling prices many times higher than the value
of goods reality; The nefarious syndicate is mainly based on asking the participants of the LC to
entice more participants into the network to take advantage of the new entrants' finances.

On the practical side:

- The research works all agree that it is necessary to improve the legal regulations on
management of retail sale activities and that it is very necessary to strictly handle illegal and
deformed retail insurance acts. This is the correct point of view and has been absorbed and
developed by the PhD student in the process of in-depth research on the perfecting of the law
against illegal distribution of securities. This is considered an urgent task now when the illegal
distribution insurance activities are taking place more and more sophisticatedly.

- The previous studies have all raised the requirements of the current practice, which is the
need to strengthen the legislation and strictly handle the cases of illegal distribution insurance.
This is completely consistent with current practice. During research, the thesis needs to absorb
and develop this content in order to develop solutions to perfect the law on anti-negotiation of
multi-level sale in order to manage the activities of retail sale more effectively.

In terms of proposed solutions:

- Perspectives on improving legal provisions related to complaints against enterprises with
illegal acts of distribution insurance

- Criminalizing the act of illegitimate general insurance

- In order to combat illegal public insurance acts, it is necessary to strictly control by state
management measures when the public insurance enterprises enter the market and strict

regulations on sanctions.



- With the improvement of the effectiveness of anti-negotiation, it is necessary to strengthen
the monitoring and propaganda activities of the press in a timely manner about the illegal multi-
level retail insurance enterprises and the deformed acts of multi-level retailing taking place in
society.

2.2. Research issues developed in the thesis

In the overview of the research situation analyzed above, there has not been any research
related to the topic in Vietnam at present, which specifically studies the law against illegal DISs.
Therefore, The improvement of the law on anti-illiquid distribution in Vietnam is now the basis
and foundation for the management of activities.

Directives are on the right track and improve the effectiveness of this progressive business
model in the current economy. Derived from the analysis of the current state of research related to
the above topic and basing on the research objectives of the topic, the thesis will inherit and
continue to systematically research and clarify the Issues related to the topic are as follows:

- Continue to study and clarify the concept of illegal retail sales and the law against illegal
retail sales in terms of specific theory in two aspects: control of business conditions and sanctions
for handling violations.

- Identify the nature, characteristics, and typical signs of illegal general sale

- Analysis of experience in combating illegal DISs in some countries around the world.

- Fully systematize the legal documents on LC and anti-negligible LC in Vietnam at
present; Analyze the content of the current regulations of the law on illegal multi-level sales in
Vietnam with regulations on multi-level sale business conditions and sanctions for handling
violations of illegal multi-level sales.

- Assessing the provisions of the law against unfair distribution of securities through current
practice in Vietnam.

- Proposing a few solutions to improve the legal provisions on anti-illiquid sale and improve
the effectiveness in combating illicit sale of securities.

3. The theoretical basis of the topic

3.1. Research Theory

With the theory of research and implementation of the thesis, the Ph.D. student first

researches the basis of Marxist-Leninist theory, Ho Chi Minh's thought, and the mainline. policies
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of the Party and the State of Vietnam on economic sectors, economic activities, and international

economic integration.

The thesis is developed based on theories related to the market economy, business freedom
in the market economy, and the theory of wholesale insurance business to ensure fairness and
order in the market. Specifically: The theory that the thesis approaches to research is the theory of
business freedom as a fundamental right of citizens recognized from the 1992 Constitution to
the 2013 Constitution and ensuring its enforcement under the provisions of law. responsibility
of the State. The theory of democracy and responsibility in the market economy in which the
power of the State is limited by the spirit of the rule of law and then, the State appears in the
market economy as a constructive agent. development, not ruling the market and businesses,
but creating opportunities and encouraging investors to participate in the market, protecting the
right to freedom of business on the principle of transparency, and preventing legal risks. Next,
the thesis also uses the theory of mixed economy of Samuelson demonstrates the freedom to do
business of enterprises in a market economy and regulated by the State.

In addition, the Ph.D. student also consulted the concepts of LC, the concept of nefarious
LC, and behavioral identification characteristics. In the context of international integration, the
Ph.D. student expands to learn about the legal provisions on anti-illiquid DISCs of some
countries around the world, this reference is placed in the specific context of Vietnam.

Thereby, the Ph.D. student identifies the doctrine as the foundation throughout the entire
process of research and implementation of the thesis, which is the protection of fair trade, the
protection of the legitimate rights and interests of the participants of the GCC, and consumers in
a market economy.

The thesis approaches the issues in the direction from the theoretical basis of the law of
illegal public sale. Presenting the legal status of the fight against illegal retail sales, and the
current practice of illegal retail sales in Vietham. From there, evaluate the provisions of the law
in the management of the distribution insurance activities and fight against the illegal
distribution insurance activities.

3.2. Research questions and research hypotheses of the first topic

Research question



Towards the research goal of the topic, based on the research situation of the topic, the

Ph.D. student identifies many key research questions that serve as a starting point for the research
of the thesis, such as: following:

- What is the nature of general insurance? What advantages do general sales have over

traditional sales? What is illegitimate GCC? What is the impact of the illegal sale of shares in

the current business and social environment? What is the law against illegal DISs? What role

does the law play in combating illegal DISs?
- What is the legal basis for combating illegal DISs? How to identify the illegal distribution
insurance behavior? How to control and combat the illegal sale of shares? Which illicit sale of
securities should be criminalized? What is the current practice of anti-negotiation? How are
measures to deal with violations of LCs carried out?
- What orientations and solutions to improve the law against illegal DISs? How to improve the
efficiency of state management in combating the current illegal distribution of securities?

Second, the research hypothesis

Based on studying the theoretical issues of illegal multi-level marketing and the law on anti-
illegal multi-level marketing as well as the actual situation of legal regulations and practice of
dealing with violations. Illegal multi-level marketing behavior in Vietnam today, the thesis
proposes the following research hypothesis:
- Stemming from the nature of the method of differential insurance in business activities, the
uninformed and unconventional retail insurance methods are having many different conceptions.
It is suggested that this form of business should be banned because it is a form of business with a
snatching and deceptive nature.
- Consequences of the act of illegitimate discounting are negative acts that seriously affect the
business environment and have great consequences for society.
- The law on anti-illiquid distribution is still loose, inconsistent, and ineffective, leading to
multi-level business enterprises easily circumventing the law to carry out acts of illegitimate
distribution.
- There are currently blooming forms of capital mobilization, black credit, real estate

investment, and business by a multi-level method. This is a form of illegitimate sale of securities.



RESEARCH RESULTS

CHAPTER 1. SOME THEORETICAL ISSUES ABOUT ILLEGAL MULTI-LEVEL
MARKETING AND LAWS AGAINST INITIAL MULTI-LEVEL MARKETING
1.1. Theoretical issues about illegal multi-level marketing
1.1.1. lllegal multi-level
1.1.1.1.The concept of multi-level marketing
From the research and analysis of the views and provisions of the law can be understood:
Multi-level marketing is a form of direct selling, divided into many levels, many different
branches. Participants in the multi-level sales network receive commissions from their sales and
those of the subordinate sales network managed by them.
Multi-level selling has the following characteristics:
Firstly, multi-level marketing is a type of direct selling, a marketing method for retailing
goods.
Second, the multi-level marketing enterprise markets goods through participants organized
at various levels
Third, participants enjoy commissions, bonuses, other economic benefits from the results of
their sales and those of other participants in the network they organize.
1.1.1.2. lllegal multi-level marketing concept
It can be defined as follows: "lllegal multi-level selling is an act of doing business in a multi-level
way enterprises and sales participants have using deceitful tricks, violating the law on multi-level
selling or contrary to ethical standards and business practices to appropriate finance of sales
network participants, causing damage to the rights and interests of customers. legitimate
consumers for illegal gain. Enterprises that conduct illegal multi-level selling may be enterprises
that have registered their business following the law or have not registered for business by its
method.”
Based on the concept, it is possible to identify illegal multi-level selling with the
following signs:
First, asking others to deposit or pay a certain amount of money or to buy a certain amount
of money, certain goods to participate in the system.
Second, for participants to receive commissions from recruiting, referring others to
participate in the multi-level sales network.
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Third, nefarious multi-level selling is deceptive, providing misleading information to entice
others to join the multi-level selling network.

Fourth, multi-level business but no goods or goods have no value, quality is only symbolic.

Fifth, multi-level business without a license to operate multi-level sales.

1.1.2. The role of multi-level selling and the impact of illegal multi-level selling

1.1.2.1. The role of multi-level selling in today's social life
Firstly, for businesses doing business in the multi-level model
Second, consider from the perspective of labor and employment
Thirdly, for consumer demand in society

Fourthly, multi-level selling contributes to the economic promotion, contributing to the
State budget

1.1.2.2. The negative impact of multi-level selling unfair levels for today's society

Firstly, for genuine multi-level business enterprises.

Second, for multi-level marketing participants and consumers.

Third, negative influence on society.

1.2. Theoretical issues of the law against illegal multi-level marketing

1.2.1. The concept of law against illegal multi-level selling

“The law against illegal multi-level selling is a synthesis of legal regulations established by
state agencies. the authority to issue or acknowledge to prevent illegal multi-level selling acts of
enterprises and participants of multi-level selling by identifying signs of illegal multi-level selling
activities, and at the same time stipulate control, prevention, and measures to handle the illegal
multi-level sale. The goal is to prevent this behavior from causing damage to society and the
business environment of illegal multi-level marketing enterprises and to protect the legitimate
interests of multi-level marketing participants and consumers."

The law against illegal the following characteristics:

Firstly, the law against illegal multi-level sale is a part of the law on multi-level sale.

Second, the law against illegal multi-level selling identifies the objects and methods of
illegal multi-level selling.

Thirdly, the law against illegal multi-level selling stipulates signs to identify illegal multi-
level selling.

Fourth, adjust the relationship between subjects in the prevention, detection, and handling
of illegal multi-level selling acts.
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Fifth, stipulate the responsibility of illegal multi-level selling entities.
Sixth, regulations on functions, duties, and powers of competent agencies against illegal

multi-level selling.

1.2.2. Principles of the law against illegal multi-level selling

Principles ensuring equal freedom in participating in multi-level sales of business entities
Principles of freedom, voluntary agreement, and honesty between enterprises and multi-
level sales network participants

Principles of protecting legitimate interests of consumers

Multi-level marketing enterprises conduct business and compete under the principles of
honesty, fairness, and soundness, without infringing upon the interests of the State, public
interests, and legitimate rights and interests. of other enterprises

Principles of ensuring the right to complain, denounce and initiate lawsuits against illegal
acts of multi-level selling

Principles of state management of multi-level selling activities

Socialist legal principles Legal

1.2.3. Content anti-illegal multi-level selling
Law on anti-illegal multi-level selling is not separate but it is stipulated in many legal

documents related to many specialized laws such as France criminal law, civil law, administrative

law, procedural law... lllegal multi-level selling acts, state management agencies in this field, and

measures to handle violations of illegitimate distribution insurance are regulated by law. regulated

in many different legal documents, with different hierarchies. From the laws (Criminal Code,

Civil Code, Criminal Procedure Code, Civil Procedure Code), laws (Competition Law,

Commercial Law ...) to related Decrees (Decree No. 40/2018/ND-CP on the management of

business activities by multi-level method, Decree No. 141/2018/ND-CP on amending Decrees on

sanctioning violations in BHD, Decree No. 78/2015/ND-CP on business registration...).

In terms of content, the law against BHDC illicit content mainly:
First, specified identifier acts MLM nefarious
Second, the regulation of business conditions in the form of multi-level

on subjects and subjects permitted to conduct multi-level sales business

About legal capital and deposit conditions

About documents to participate in multi-level sales

About information technology system to manage multi-level sale participants and

information page Electronic information
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Third, stipulating handling measures for illegal multi-level selling

One of the most important contents of the illegal multi-level selling control mechanism is
the regulation of sanctions. and the level of punishment for this behavior. Most of the laws of the
countries consider the regulation of the forms of handling for the illegitimate acts of DISs as the
most deterrent way for the violators. lllegal multi-level selling violations by enterprises and multi-
level sale participants are considered and handled from the perspective of specific specialized
management. To handle violations of enterprises and multi-level sale participants who commit
illegal acts of multi-level sale, depending on the level, depending on the nature and seriousness of
their violations, they will be handled by the law on handling of goods. administrative violations or
prosecuted for penal liability per law. In addition, due to the violation causing damage to other
organizations or individuals, they must compensate for damage according to the provisions of
civil law.

Fourth, regulations on the duties and powers of state agencies in the management and
control of multi-level selling activities to combat illegal multi-level selling.

1.2.4. The role of the law in combating illegal multi-level

selling the law against illegal multi-level selling is an important legal basis to protect the

legitimate interests of entities involved in multi-level selling activities in which there are
participants of multi-level selling, consumers, and benefits of genuine multi-level marketing
enterprises. Legislation against illegal multi-level selling plays a very important role in
sustainable economic development, bringing order in the business environment. Preventing acts
harmful to society and legitimate interests of related parties.

1.3. Experience in regulating the law on anti-illegal multi-level selling in the world and

lessons for Vietnam

1.3.1. Experience of some countries in the world

1.3.1.1. Experience in the United States

Identifying signs of illegal retail sales in the United States

Signs of illegal retail sales in the United States are also evident in the Code of ethics,
Business ethics of the American direct selling association. In addition to the mark of illegal multi-
level marketing identified in the common code of ethics, these signs are also identified in the laws
of the States.

Sanctions for Unlawful Multi-Level Selling in the United States.
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The Anti-Scam Law Enforcement Agency is the Federal Trade Commission, the Securities
and Exchange Commission which is also among the other agencies under the law. follow these
patterns, get information against a model called the distribution network that sells unregistered
shares.

The FTC adjudicates cases based on the Federal Trade Act, which prohibits “actions that
unfairly or fraudulently interfere with business.” Federal trade law allows the Commission to file
lawsuits in state court and apply some remedies including remedial action, asset freeze, consumer
compensation, the liability of property managers.

In addition, the handling of illegal multi-level sale violations is also handled according to
specific provisions in the laws of the States.

1.3.1.2. Experience in Canada

Identifying Signs of Unlawful Multi-Level Selling in Canada

Articles 55 and 55.1 of the revised Canadian Competition Law identify common signs of
fraudulent behavior in real estate. main.

Sanctions for handling illegal multi-level sales of goods

When convicted of performing an act of illegitimate, the violator must pay a fine according
to the level decided by the court or be sentenced to imprisonment for a term of not more than 5
years or end. combination of both above penalties or a fine of not more than $200,000 or a prison
term of up to 1 year, or a combination of both.

1.3.1.3. Experience in Japan

Identifying signs of illegal multi-level selling

Japanese law does not define to define signs of illegal multi-level selling but prescribes
prohibited acts in Articles 34 and 36 of the Law on Multi-level marketing. Japanese commercial
transactions.

Sanctions for handling illegal multi-level marketing

The form of sanctioning for illegal multi-level marketing in Japan is specified in Chapter 7
of Law on Commercial Transactions Japan. Sanctions are quite diverse from 6 months of public
service; a fine of from 100,000 yen to 300-million-yen, imprisonment from 1 year to 3 years.

1.3.1.4. Experience in Korea

About identifying signs of illegal multi-level selling, The Korean law on door-to-door sales,

amended and supplemented in 2007, does not provide signs to identify illegal sales, but only
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stipulates prohibited sales activities. Multi-level Marketing Conditions for multi-level sale
business Conditions for multi-level sale business is specified in Article 13 of the Korean Door-to-
door Sale Law. Specifically, people who want to do multi-level business must register multi-level
selling activities with the city mayor. Documents to be presented to apply for registration of
multi-level activities.

Regarding the sanctions for handling illegal multi-level sales

Regulations in Articles 35 and 42 of the 2007 Law on Korean Door-to-Door

Selling. 1.3.1.5. Experience in China

Identifying signs of illegal multi-level selling

Signs of selling are specified in the Law against illegal multi-level selling in 2005.

On conditions of multi-level sales business

Law on sale management Direct selling in China focuses on regulations on establishment
procedures, changes to multi-level marketing enterprises to set standards for registration and
administrative procedures for these enterprises. Article 7 of this Law prescribes the conditions for
multi-level sale business.

Sanctions for handling illegal multi-level sales

Violations handling agencies will confiscate illegal assets and profits and impose a fine of
500,000 yuan or more. Criminal penalties will be considered and considered.

1.3.2. Lessons learned for Vietham

Most of the countries within the scope of this study have regulations on the management of
general insurance activities in the direction of tightening management and improving
responsibility for multi-level business organizations. In addition, it also depends on the
perspective of each country's legal approach to regulation such as some countries approach from
the perspective of commercial law, some countries approach from the perspective of competition
law, or there are other countries. then stipulate this behavior in the Consumer Protection Law...
With such different approaches, there will also be certain differences in the design and content of
the provisions of the law. This tightening of management is the result of many changes in legal
regulations to better suit the actual situation in that country, so this is a useful experience for
Vietnam to learn to improve. the legal system to manage the current and future retail insurance

activities.
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CHAPTER 2. CURRENT LEGAL STATUS ON ANTI-MULTI-LEVEL SELLING IN
VIETNAM

2.1. Current status of the law on anti-illegal multi-level selling

2.1.1. Signs identifying illegal multi-level sales by the Law

on First Identity: Requires people who want to participate to make a deposit, to buy an
initial amount of goods, or to pay a sum of money to be eligible to join the multi-level sales
network.

The second identifying sign: No commitment to buy back at least 90% of the price of
the goods sold to the participant for resale.

The third identifying sign: Allowing participants to receive commissions and other
economic benefits mainly from enticing others to join the multi-level sales network and
encouraging and teaching others to recruit more people in the form of reward pay.

Fourth identification sign: Providing false information about the benefits of joining a
multi-level sales network, false information about the nature and use of goods to entice others
to join.

Fifth identification sign: Multi-level business without a certificate of registration of
multi-level sale activities.

2.1.2. Regulations on conditions for business registration under the multi-level

method to combat illegal multi-level selling marketing

2.1.2.1. About subjects and subjects allowed to sell multi-level

Subjects can sell multi-level

Subjects permitted to conduct business activities by the method of multi-level sale are
enterprises of all economic sectors. (Based on Clause 1, Article 7 of Decree 40/2018/ND-CP).

Subjects allowed to conduct multi-level business

The subjects permitted to conduct multi-level business are specified in Article 4 of
Decree No. 40/2018/ND-CP stipulating on subjects permitted to conduct business by multi-
level mode.

2.1.2.2. Regarding the charter capital and margin of the multi-level marketing enterprise

Regarding the charter capital: Regulations in Clause 1, Article 7 of Decree
40/2018/ND-CP

16


https://thuvienphapluat.vn/van-ban/doanh-nghiep/nghi-dinh-42-2014-nd-cp-quan-ly-hoat-dong-ban-hang-da-cap-229545.aspx

Regarding the deposit: Regulations in Article 7 and Clause 2, Article 50 of Decree No.
Decree No. 40/2018/ND-CP.

2.1.2.3. Regarding documents on participation in multi-level sales,

Decree No. 40/2018/ND-CP specifies the basic content to be met and the form of the
multi-level sale document set.

2.1.2.4. About the information technology system to manage multi-level sale
participants and the enterprise's website

The information technology system for managing multi-level sale participants and the
enterprise's website is one of the new provisions of Decree No. 40/2018/ND-CP. is a
mandatory condition. for enterprises when conducting registration of multi-level selling
activities.

2.1.3. Sanctions of illegal multi-level sale

2.1.3.1. Administrative sanctions: Regulations in Decree 141/2018/ND-CP Clause 1
Article 1 amending Article 36 of Decree No. 71/2014/ND-CP and Clause 2 Article 1
amending Article 92 Decree No. 185/2013 /ND-CP. Sanctions are applied to enterprises and
participants of multi-level sales that commit illegal acts of multi-level sale.

2.1.3.2. Civil Sanctions: Commonly applied civil sanctions for unjust acts of general
sale insurance are compensation for damage caused by illegal actions of individuals or
businesses. There are two types of compensation for damages caused by acts of illegitimate
general insurance: compensation for damage caused by a breach of contract and compensation
for non-contractual damage.

2.1.3.3. Criminal sanctions: Criminal sanctions for illegal acts of multi-level selling are
specified in the 2015 revised Penal Code 2017.

2.1.4. State agencies are competent to handle illegal multi-level selling acts

In the face of complicated developments of multi-level sales activities in recent times, to
ensure security, order, and the interests of employees. people, improve responsibility,
strengthen the effectiveness of state management, create positive changes in the management
of multi-level sales activities, and at the same time create favorable conditions for
organizations and individuals to do business in this direction. a genuine multi-level model

operating within the legal framework, on October 31, 2016, Prime Minister Nguyen Xuan
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Phuc issued Directive No. 30/CT-TTG on strengthening state management of activities.
multi-level sales. With the determination to bring multi-level selling activities into the
framework, Directive 30/CT-TTG has clearly stated the roles and tasks of the state
management agency responsible for the state management of activities. Multi-level sales
activities, tasks of agencies are specified in Articles 54, 55, 56, 57 of Decree No.
40/2018/ND-CP.

2.2. The current practice of handling illegal multi-level selling violations in Vietnam

In the period 2015-2019, the number of online retail businesses in Vietnam tends to
decrease sharply from 67 enterprises at the end of 2015 to only 26 enterprises. by the end of
2019. On average, each year during this period, the number of general insurance enterprises
decreased by 23.7%. As of August 2020, there are only 21 certified and operating general
insurance enterprises in the whole country.

In 2015, According to the statistics of the results of inspection and handling of violations
of the law on management of national retail insurance activities of the Competition
Administration Department 2015, the detection and handling of illegal retail insurance acts
only accounted for a very small percentage. small. only 4 cases of violations were detected
out of 24 cases of violations of the law on general insurance. The Department has
administratively sanctioned 24 enterprises for violations of the law in general insurance
activities with a total fine of nearly 2.5 billion VND.

2016, The inspection and handling of violations in retail insurance activities were
particularly focused and promoted in 2016. The Department of Consumer Protection and
Trade has sent staff to participate in the inter-sectoral inspection team to conduct inspections
of 07 multi-channel retailing enterprises. at the same time, actively inspecting 10 other
enterprises. Based on the inspection results in 2015, 2016, and through the complaint
settlement, the Department investigated and sanctioned 41 enterprises with a total amount of
VND 8.9 billion, of which 5 enterprises were sanctioned for administrative violations. illegal
multi-level sale with a fine of 3,644 billion VND.

In 2017, the Department of Industry and Trade and Consumer Protection sanctioned 10

multi-level sales enterprises with violations of the law on multi-level selling with a total fine
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of 1,888,100,000 VND, revoked the certificate of registration of multi-level sale activities. of
02 enterprises.

In 2018, the Department of Trade and Consumer Protection conducted an inspection and
sanctioned 4 multi-level sales enterprises for violations of multi-level sales with an amount of
more than 1 billion dongs.

In 2019, implementing the 2019 inspection plan, the Ministry of Industry and Trade
coordinated with the Ministry of Health to complete a specialized inspection of the
observance of the law on multi-level sales for 4 enterprises. Based on the inspection results,
the Ministry of Industry and Trade has sanctioned 4 enterprises with a total fine of 865 billion
VND and revoked the certificate of registration of multi-level sale activities of 1 enterprise
due to serious violations.

2.1. Assessment of the current status of provisions of the law against illegal multi-
level selling

2.3.1. Achievements of the law on anti-illegal multi-level selling

Firstly, on the issuance of Decree No. 40/2018/ND-CP replacing Decree No.
42/2014/ND-CP introduced a stricter regulatory framework for multi-level marketing
enterprises. Decree 40/2018/ND-CP was issued with many new regulations to improve the
transparency of multi-level selling activities in Vietnam as well as enhance the effectiveness
of state management over this activity.

Second, on amending and supplementing administrative sanctions on illegal multi-level
selling. The increase of the fine level for illegal multi-level selling violations is consistent
with the complicated developments of the current multi-level selling activities. The Decree
also stipulates in detail different fine levels to facilitate the state management agencies to
easily apply the law in dealing with criminals for illegal multi-level selling acts in the
following cases. different.

Third, criminalize violations of multi-level selling. The inclusion of Article 217a in the
2015 Penal Code can show that the prosecution agency has more crimes to adjudicate the
criminal acts of the multi-level marketing enterprise to ensure the right trial of the right people
and not wrongdoings. The trial helps protect the socialist legal framework that the Party and

State are building.
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2.3.2. Some limitations of the law in combating illegal multi-level sales

Firstly, the current concept of illicitness under the current Vietnamese law has not

mentioned the term “illegal multi-level sale”.

Secondly, regulations on business conditions for multi-level sales still have some

shortcomings and limitations.

Third, the current regulations on the representation of local multi-level marketing

enterprises are still quite loose.

Fourth, the regulations on goods quality control of multi-level selling enterprises are

currently not strict and not strictly regulated. much attention.

Fifth, about the sanctions for handling illegal multi-level sales, although the law has
amended and supplemented the administrative sanction and diversified forms of sanctions
such as compensation for damage, criminal penalties for sales violations. multi-level to match

the requirements of practi
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Chapter 3.
ORIENTATION AND SOLUTIONS FOR COMPLETION OF LAW AND IMPROVE
PERFORMANCE AGAINST THE REAL MULTI-LEVEL-MARKETING
3.1. Orientation improves the law against illegal multi-level marketing

- Identify correctly the limitations of the law of Vietnam on combating illegal multi-
level selling.

- Completing the law against illegal multi-level selling comes from the inevitable
requirement of the international economic integration process in Vietnam.

- Completing the law against illegal multi-level selling, protect the legitimate interests of
multi-level sale participants and consumers.

- Completing the law to ensure the uniformity of the law and strictness in the state
management of the competent agencies towards the goal of combating illegal multi-
level selling.

3.2. Proposing solutions to improve the effectiveness of law enforcement against

illegal multi-level selling

3.2.1. Group of solutions to amend, supplement, and complete legal provisions on
anti-illegal multi-level selling

- Add definition of illegal multi-level selling to Decree No. 40/2018/ND-CP illegal
multi-level sales. on Management of business activities by multi-level marketing method

- Supplementing regulations on quality and price of goods of multi-level selling
enterprises

- Completing several legal provisions on business conditions to combat multi-level
selling unrighteous.

- Completing legal regulations on business locations of local multi-level marketing
enterprises.

- Completing the legal regulations on sanctions for illegal multi-level sales the main

sanctions applied to the illegal acts of general sale today have been improved by the law
with a variety of sanctions such as Criminal, Administrative, and Civil sanctions. However,

consult the legal opinions of some countries in the world with similar socio-economic
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conditions like Vietnam as well as some countries with long experience in managing legal
multi-level banking activities. Vietnam should amend and improve further.

3.2.2. Group of solutions for state management organization in multi-level selling

activities

- Completing legal regulations on functions, tasks, and powers of state management
agencies in multi-level selling activities

- Develop guiding documents more detailed to ensure the feasibility of Decree
40/2018/ND-CP against illegal multi-level selling

3.2.3. Group of solutions to improve effectiveness against illegal multi-level selling

3.2.3.1. Advanced effective law enforcement in the process of performing the task of
managing and handling illegal multi-level selling violations

To effectively combat illegal multi-level selling acts, it is urgent to step up the work
enforce the law, and handle violations against illegal multi-level selling. Accordingly, the
responsibility placed on the State management agencies from the central to each locality in
this field is to thoroughly apply the provisions of the current law, have an asynchronous
coordination mechanism. in inspection and supervision; from the stage of inspection and
issuance of business registration certificates to the form of business organization, the quality
of products, goods, and the operation process, etc. At the same time, it is necessary to take
resolute measures to handle them according to the provisions of the law. with multi-level
selling violations.

Firstly, for agencies in charge of multi-level selling activities,

this agency strictly manages and handles illegal multi-level selling activities so that legal
documents have a basis for enforcement and wide application. widely in practice.

Secondly, for the People's Committees of provinces and cities,

For the control and handling of illegal multi-level sale acts of local enterprises, The
People's Committee should issue documents guiding and directing specialized agencies,
especially the Department of Industry and Trade, the Department of Planning and Investment,
the Department of Science and Technology, the Department of Health, the regional police to
coordinate Closely cooperate in inspection, inspection and supervision activities according to

plan or irregularly when necessary for enterprises that have been granted the certificate of
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registration of general insurance activities and promptly handle violations of local businesses
and participants.

Thirdly, for provincial and municipal industry and Trade,

The Department of Industry and Trade shall strengthen the implementation of the
following tasks: implementing the direction of the People's Committee and performing the
task of strengthening supervision, inspection, and control of the market, conferences,
seminars, and pieces of training on local organizations to detect and strictly handle violations
of enterprises and participants in multi-level sales; detect and transfer criminal handling
records for acts of multi-level sale business without a certificate of registration of multi-level
sale activities or with the wrong content of the certificate in article 217a of the Penal Code
2015 amendments and supplements to 2017.

Fourthly, for other specialized agencies,

The Ministry of Health, the Ministry of Science and Technology, the Ministry of
Information and Communications, and the Ministry of Public Security should direct
subordinate agencies to strengthen supervision. inspect and supervise multi-level sales
activities in the fields under their management.

Fifth, for the Consumer Protection Association,

The governing state management agency should entrust the Consumer Protection
Association to conduct training and guidance for multi-level sale participants and consumers.
Consumers know how to sue an illegal multi-level marketing enterprise to claim
compensation for the damage these businesses have caused.

3.2.3.2. Actively propagating and disseminating the law, raising social awareness on
multi-level selling management to combat illegal multi-level selling

Firstly, to the people

Actively propagating and disseminating the law in activities multi-level selling activities
to people, especially those in remote and isolated areas, so that they can clearly understand
their rights and obligations when participating in multi-level marketing companies and
enterprises. It is necessary to thoroughly expose illegal multi-level marketing enterprises in
Vietnam to clean up the multi-level sales environment as well as make people more confident

and have the right awareness of this type of business.
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Secondly, for enterprises and participants of multi-level sales, it is

necessary to guide the correct implementation of the provisions of the law, to prevent
and eliminate violations in multi-level selling activities. Disseminate and propagate the law on
management of multi-level sales activities to businesses and participants so that these entities
understand how necessary and important business ethics and responsibilities are.

Third, for the mass media, the social community

The state needs to, through the mass media, the social community propagates and
disseminates the law on multi-level selling, signs of illegal multi-level selling to help people
understand information to know how to protect themselves against the temptations of illegal

multi-level marketing enterprises.
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CONCLUSION

To summarize, Multi-level sales tend to continue to grow strongly in the future and have an
extensive application of modern technologies. That context poses many new challenges and
difficulties in the management of this business. Many multi-level business models morph, taking
advantage of investment types such as investing money in financial projects, virtual currencies,
and e-wallets for fraud and profiteering. physical. In addition, multi-level business activities are
mainly word of mouth, network participants in closed groups through social networks, so it is
difficult for functional forces to grasp information and evidence. just to handle violations. On the
other hand, the problem of managing business activities according to the multi-level method in
our country still has many shortcomings. For example, the current law does not require a multi-
level marketing enterprise to have a headquarters, branch, representative office, or business
establishment in the locality. This causes a lot of difficulties for the management, inspection, and
supervision of functional forces. Therefore, the author proposes solutions to improve the law
against illegal multi-level selling mentioned above with the expectation that the State needs to
continue to improve the legal practice and legal framework for this activity. In the coming time,
the State needs to effectively and properly manage multi-level business activities. At the same
time, study and develop an effective management mechanism for multi-level selling activities in
the locality; promote propaganda activities, warn people early to identify and prevent these

activities.
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