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SUMMARY OF THESIS 

  

Joint Stock Company is one of the economic model playing a very important 

role in Laos today. The provisions of the law on enterprises regarding internal 

governance in Joint Stock Companies have not yet been studied so far. Therefore, 

the study and proposal of directions and solutions to improve the internal 

governance mechanism in the Joint Stock Companies in conformity with Laos will 

contribute to providing scientific arguments for the improvement of regulations on 

internal governance in the Joint Stock Companies in Laos to achieve high results. 

Stemming from scientific requirements, practical requirements and 

contribution to perfecting the provisions of the applicable Law on Enterprises 

regarding internal governance of Joint Stock Companies in Lao People’s 

Democratic Republic, the author chooses the issue: “Law on internal gorvenance 

of Joint Stock Companies in Laos” as the topic of his (her) doctoral thesis in Law. 

For his (her) thesis, its layout has been built in accordance with the purpose 

and scope of research as set out. In addition to the Preamble, Overview of the 

research on the topic and related issues, Conclusion, and Reference, the thesis 

consists of three chapters. 

For Chapter 1: Theoretical issues on the internal goverance of Joint Stock 

Companies and the law on internal governance of Joint Stock Companies, 

including the theoretical issues on internal governance of Joint Stock Companies 

such as: concept and characteristics of Joint Stock Company; concept and 

characteristics of internal governance of Joint Stock Company; role of internal 

governance of Joint Stock Company and factors affecting internal governance of 

Joint Stock Company. 
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 In addition, the author of the thesis also analyzes the theoretical issues of the 

law on internal governance of Joint Stock Companies in Laos, including: concepts 

and characteristics of the law on internal governance of Joint Stock Companies; 

legal system on internal governance of Joint Stock Companies; basic content of the 

law on internal governance of Joint Stock Companies in Laos such as: regulations 

on organizational structure of internal governance of Joint Stock Companies; 

authority of bodies; relationship between the internal governance bodies of Joint 

Stock Companies in Laos, specifically: 

Firstly, regarding the concept and characteristics of Joint Stock Company. 

Joint Stock Company is a type of company in which the charter capital is divided 

into equal parts referred to as shares, the owners of shares are shareholders. The 

shareholders may be organizations or individuals; the minimum number is three 

and there is no limit to the maximum number; the shareholders are responsible for 

the debts and other property obligations of the enterprise to the extent of the 

amount of capital contributed to the enterprise. The Joint Stock Company is entitled 

to issue bonds and shares of all kinds to raise capital for business development. 

 First, the Joint Stock Company has a special capital structure. Unlike other 

types of enterprises, the charter capital of Joint Stock Company is divided into 

equal parts referred to as shares. The value of each share is referred to as the face 

value of share reflected in the share certificate. The shareholders contribute capital 

to the Joint Stock Company by share purchase. The charter capital of Joint Stock 

Company is the total face value of sold shares of all kinds. In a Joint Stock 

Company, a shareholder can contribute many shares; Lao law does not limit the 

number of shares possibly held by a shareholder. However, the shareholders can 

agree on the principle of owning shares in a Joint Stock Company mentioned in the 
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Company’s Charter to avoid major shareholders from engaging in their personal 

self-interest.  

 The capital structure characteristics of Joint Stock Companies in Laos are 

reflected in their ability to raise large capital by issuing securities. Accordingly, 

Joint Stock Company is the type of enterprise being capable of raising the largest 

capital among the types of enterprises permitted to issue securities of all kinds to 

raise the capital. The flexible capital mobilization mechanism of the Joint Stock 

Company enables individuals with small amount of capital to also own shares in 

the Joint Stock Company and be entitled to profits when the Joint Stock Company 

produces and does business effectively. This mechanism can help investors reduce 

risk to a minimum by investing in many different companies at the same time. The 

initiative in capital has brought great success to the Joint Stock Companies because 

of its ability to raise large amounts of capital in the market. Because Joint Stock 

Companies may bring risks to many investors (shareholders), Joint Stock 

Companies are subject to governance by the strict regulations of the State 

compared to other types of enterprises. 

 Second, Joint Stock Companies often have a very large number of 

shareholders. This is a crucial and common feature of the Joint Stock Companies. 

Currently, under the Lao law, a Joint Stock Company has a minimum number of 

three shareholders and there is no limit to the maximum number of shareholders. 

This provision creates favorable conditions for the investors when incorporating a 

Joint Stock Company, because, with the existing ability and economic potential, 

three shareholders may be qualified and capable to incorporate and operate the 

Joint Stock Company. In addition, with the right to freely transfer shares and the 

right to issue shares for capital mobilization, the number of shareholders in a Joint 

Stock Company is always likely to increase. This provision has the effect of 

limiting the risk of a company having to terminate its operation upon the 
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insufficient minimum number of shareholders. That creates peace of mind for 

investors when investing in the type of joint stock company. 

 Third, the shareholders are responsible to the extent of their contributed 

capital for the financial obligations of the Joint Stock Company. Accordingly, the 

shareholders in a Joint Stock Company are only liable for the debts and other 

property obligations of the enterprise to the extent of the amount of capital 

contributed to the enterprise. As a legal entity, the Joint Stock Company is solely 

responsible for the property obligations of the company within its own property. 

The shareholders are not obliged to use their own peroperty to pay the debts on 

behalf of the Joint Stock Company. Thus, the limited liability regime in the Joint 

Stock Companies has helped the investors to limit business risks and avoid 

property burnout when the company goes bankrupt. However, this is a risk to 

creditors when the Joint Stock Company is incapable of paying its due debts. 

 Fourth, the Joint Stock Company has its legal status after being registered 

for incorporation. Joint Stock Company is one of the types of economic 

organizations with its own name and specific transaction office, duly incorporated, 

with business registration and its own property. A Joint Stock Company has legal 

status from the date on which it is granted a Business Registration Certificate by a 

competent state agency. The organizational structure, management and 

administration of the Joint Stock Companies are strictly regulated by the law and 

the Company’s Charter. The Joint Stock Company has independent property, is 

responsible for financial obligations with this property and is in its own name when 

entering into legal relations as well as establishing the rights and obligations of the 

Joint Stock Company.  

 Fifth, the shareholders are entitled to freely transfer the shares. Compared 

with the limited liability company model, the contributed capital of the 

shareholders in a joint stock company is easier to transfer. In accordance with the 
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provisions of the Law on Enterprises (2013), the shareholders are entitled to freely 

transfer the shares they own, except for ordinary shares of founding shareholders 

within the first three years from the date on which the company is granted the 

Business Registration Certificate and for voting preference shares. 

 Secondly, regarding the concept and characteristics of internal governance 

of the Joint Stock Company. This is the most important activity in order to 

manage, operate and control the company, related to the relationships between the 

General Meeting of Shareholders, the Board of Directors, the Board of Supervisors 

and the Director (the General Director) in the company and the related 

beneficiaries. The internal governance of the Joint Stock Company is also a means 

to achieve the objectives of the Joint Stock Company and to determine the tools to 

achieve those objectives as well as to monitor the performance of the Joint Stock 

Company. 

First, the internal governance in the Joint Stock Company create a certain 

structure and process through which all the relationships between the parties in the 

Joint Stock Company will be established and implemented. This process is often 

expressed in the form of different sequences and procedures for management and 

operation of operational capacity and different reporting regimes. 

Second, the main purpose of internal governance in the Joint Stock Company 

is to build management, administration, control structures and operational process 

of these bodies for the management, administration, and to inspect and monitor the 

activities of the Joint Stock Company. 

Third, the aim of the internal governance of the Joint Stock Company is to 

appropriately delineate the rights, obligations and responsibilities of the bodies in 

the Joint Stock Company and the related parties, thereby creating long-term value 

for the shareholders – who invest the capital in the Joint Stock Companies to seek 

profits. 



6 

 

Thirdly, the role of internal governance in the Joint Stock Companies. The 

internal governance in the Joint Stock Companies have the effect of helping the 

General Meeting of Shareholders, the Board of Directors and the Board of 

Supervisors to inspect and monitor the exercise of the rights and obligations by the 

Director (the General Director); helping the General Meeting of Shareholders to 

inspect and monitor the compliance with the law, the Charter, and the internal 

regulations by the Board of Directors, the Director (the General Director) as well as 

the shareholders in the Joint Stock Companies more fully and strictly. At the same 

time, through an accurate and objective assessment of the performance of the Joint 

Stock Company, the governance of the Board of Directors and the Director (the 

General Director) will create a basis for helping the leaders of Joint Stock 

Company to promptly take the actions of encouragement, commendation and 

rewarding for the managers operating the Company well and the shareholders 

having helped the Joint Stock Company to improve production and business 

efficiency. In addition, the internal governance in the Joint Stock Companies help 

to enhance the reputation of the Joint Stock Companies among partners and 

customers. In the current business environment, the reputation is a vital factor 

making up the brand value of the Joint Stock Company; The internal governance in 

the Joint Stock Company contributes to the stability and development of the system 

of enterprises in the national economy. 

Fourthly, the factors affecting the internal governance of the Joint Stock 

Comapny. In accordance with the author of the thesis, the internal governance of 

the Joint Stock Companies is affected by the following factors: Philosophy of 

corporate governance, including: The school of philosophy only caring about the 

interests of shareholders, especially only being interested in the value of the shares, 

not being interested in paying dividends to the shareholders in the Joint Stock 
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Company; the school of philosophy caring about not only the interests of 

shareholders but also the interests of partners, especially the interests of banks and 

major partners in the process of organization and operation of the Joint Stock 

Company; the school of philosophy caring about not only the interests of 

shareholders but also the interests of employees in the process of organization and 

operation of the Joint Stock Company; the school of philosophy caring about the 

interests of the shareholders and ensuring a democratic and fair management 

mechanism with mutual restraint between the power, management, control and 

administration bodies in the Joint Stock Companies; preventing and fighting 

against the abuse of power and the self-interest by the managers and executives of 

the Joint Stock Company. 

In addition, the other factors shall be included in such as: Business 

environment, System of legal documents on internal governance of joint stock 

companies; Charter of joint stock company; Holding ratio of shareholders; 

Capacity and responsibilities of leaders and managers of joint stock companies;  

Fifthly, the concept and characteristics of the law on internal governance 

of Joint Stock Companies. 

The law on internal governance in a Joint Stock Company is a collection of 

legal provisions promulgated or recognized by the State in order to regulate social 

relations arising in the process of internal governance of the Joint Stock Company. 

These provisions include groups of legal provisions on: organizational structure in 

the Joint Stock Company; functions and tasks of bodies in the Joint Stock 

Company; relationships between bodies in the organizational structure in the Joint 

Stock Company; provisions related to the control of transactions prone to self-

interest and other legal provisions arising during the organization and operation of 
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the Joint Stock Company. The law on internal governance of the Joint Stock 

Companies has the following characteristics: 

 First, the law on internal governance in the Joint Stock Companies is a part 

of the law on enterprises.  

The registration for incorporation of a Joint Stock Company is a part of the 

law on enterprises, in which, the Joint Stock Company directly conducting business 

activities must declare to the competent state agency under the law. Also through 

that, the State recognizes and protecs the Joint Stock Company by granting the 

Business Registration Certificate to the Joint Stock Company when such Joint 

Stock Company has fully satisified the conditions specified in Article 24, Law on 

Enterprises (2013) on business registration dossier. This dossier includes 

documents such as: Business registration application; Company’s Charter; List of 

founding shareholders and shareholders as foreign investors; Copies of documents 

consisting of Establishment Deicision, Business Registration Certificate or other 

equivalent documents of the organization and Power of Attorney; Citizen 

Identification Card, Identity Card, Passport or other legal personal identification of 

the authorized representatives of the founding shareholders and of the shareholders 

being foreign investors as organizations … 

The law on Joint Stock Company also provides for the termination of 

operation of a Joint Stock Company in the form of dissolution or bankruptcy. The 

order and procedures for terminating the operation of the Joint Stock Company 

must also comply with the general provisions of the Lao law on enterprises. 

 The law on enterprises also stipulates the internal management apparatus of 

the Joint Stock Companies. For the purposes of creating a basic legal corridor for 

the Joint Stock Companies in choosing an organizational model for internal 

management of the enterprises, the law on enterprises often provides specific 

provisions on the organizational model of Joint Stock Companies. Accordingly, the 
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organizational and management model of a Joint Stock Company includes the 

following bodies: The General Meeting of Shareholders, the Board of Directors, the 

Director (the General Director) and the Board of Supervisors.  

 Regarding the operation mechanism, the rights and obligations of the bodies 

in the Joint Stock Company have been regulated in detail by the law on enterprises, 

specifically: The Board of Directors is the management body of the Joint Stock 

Company, has full authority to, on behalf of the Joint Stock Company, make 

decisions and exercise the rights and obligations of the Joint Stock Company being 

not under the authority of the General Meeting of Shareholders. The Board of 

Directors has the following rights and obligations: To decide on the medium-term 

strategy and development plan, as well as annual business plan of the Joint Stock 

Company; To propose the type of shares and the total number of authorized shares 

of each type; To decide on sale of new shares within the number of authorized 

shares of each type; To decide to raise additional capital in other forms; To decide 

on the selling price of shares and bonds of the Joint Stock Company; To decide on 

investment plans and investment projects within its competence and within the 

limits prescribed by the law … 

The law on enterprises also stipulates the coordination and control 

relationship in the internal governance structure of the Joint Stock Company. 

Members of the Board of Directors have the right to request the Director, the 

Deputy Director or the General Director, the Deputy General Director, the 

managers of units in the Joint Stock Company to provide information and 

documents on the financial situation and business activities of the Joint Stock 

Company and of the units in the Joint Stock Company. Managers are required to 

provide timely, fully and accurately information and documents at the request of 

members of the Board of Diretors. Sequences and procedures for requesting and 

providing information are prescribed by the Charter of Joint Stock Company. 
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Members of the Board of Directors have the right to coordinate and request the 

Director (the General Director) and the managers of units in the Joint Stock 

Company to provide information and documents on the financial situation and 

business activities of the Joint Stock Company in order to adjust business activities 

of the body more reasonable and effective. The relationship between the 

management, control, administration, … bodies in the organizational structure of 

the Joint Stock Company plays a very important role not only in helping the 

shareholders and employees in the Joint Stock Company have a harmonius 

relationship and cohesion at work, but also in helping the State and the bodies in 

the Joint Stock Company to better manage their members in the daily production 

and business activities of the Joint Stock Company. 

Second, the law on internal governance in the Joint Stock Companies 

stipulates the basic issues of organizational structure in the Joint Stock Companies 

and the mutual control between the power bodies, the management bodies, the 

control bodies and the administration agenices in a Joint Stock Company. 

The law on internal organization and management of the Joint Stock 

Company stipulates the components constituting the management apparatus of the 

Joint Stock Company, including bodies such as the General Meeting of 

Shareholders, the Board of Directors, the Board of Supervisors, and the Director 

(the General Director), and defines the powers and tasks of each body. This is a 

very important content of the law on enterprises in general and the law on internal 

governance in the Joint Stock Companies in particular. Based on the regulations on 

the organizational structure in the Joint Stock Company, the functions and tasks of 

the bodies in the Joint Stock Comapany stipulated in the Law on Enterprises, the 

Joint Stock Companies shall apply and properly perform the functions and tasks 

prescribed by the law. Currently, the operation of most enterprises in general and 

the operation of Joint Stock Companies in particular all have the ultimage goal of 
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profit. Therefore, if all shareholders in a Joint Stock Company wish to develop 

advantages to benefit themselves, the proper performance of functions and tasks 

prescribed by the law is even more evident. If the arrangement of the organizational 

structure in the Joint Stock Company and the proper performance of function and 

tasks prescribed by the law are good, it will not only help the Joint Stock Company 

operate stably with the capital having contributed by the shareholders but also 

make that capital increase gradually, helping the Joint Stock Company to develop 

more and more. 

 The General Meeting of Shareholders, the Board of Directors, the Board of 

Supervisors and the Director (the General Director) in a Joint Stock Company have 

the obligation to and take the responsibility for complying with the policies and 

laws of the State, including the Law on Enterprises, and abiding by the provisions 

on rights and obligations as prescribed by the Charter of Joint Stock Company in 

order to successfully implement the development plans of the Joint Stock 

Company.  

Compared with other types of enterprises, the Joint Stock Company is one of 

the economic organizations with quite complete organizational structure and capital 

structure. The institutions in the Joint Stock Company include bodies such as the 

General Meeting of Shareholders, the Board of Directors, the Board of Supervisors 

and the Director (the General Director) and other managerial positions. The 

relationship between the bodies in the organizational structure of the Joint Stock 

Company is reflected in the mechanism of formation of such bodies, especially in 

the coordination of activities between the bodies and the mechanism of 

responsibility of the bodies.  

The highest body in a Joint Stock Company is the General Meeting of 

Shareholders. The shareholders with voting rights in the Joint Stock Company shall 

elect the Board of Directors and the Board of Supervisors. The Board of Directors 



12 

 

selects and appoints a member to be the Director (the General Director) or hires the 

Director (the General Director) to run the day-to-day operations of the Joint Stock 

Company. 

The management, control and administration bodies … in the Joint Stock 

Company have relative independence and closely coordinate their activities with 

each other. In the Joint Stock Company, the General Meeting of Shareholders is the 

highest decision-making body. The Board of Directors is the management body of 

the Joint Stock Company, has the right to decide on behalf of the Joint Stock 

Company on matters not under the authority of the General Meeting of 

Shareholders and to supervise and direct the Director (the General Director) and 

other managers in the Joint Stock Company. The Board of Directors is responsible 

for submitting the annual financial settlement report to the General Meeting of 

Shareholders, convening the General Meeting of Shareholders or requesting the 

General Meeting of Shareholders to ratify the decisions. The Director (the General 

Director) is a person having the role and function to run the daily business activities 

of the Joint Stock Company and being subject to the supervision of the Board of 

Directors and the Board of Supervisors [23].  

The Board of Supervisors is responsible to the General Meeting of 

Shareholders and the Director (the General Director) for the management and 

administration of the Joint Stock Company, checking the legitimacy, honesty and 

prudence in business actvitities, appraising report, and reviewing other documents 

and activities of the Joint Stock Company. The Board of Supervisors Supervisors is 

responsible to the General Meeting of Shareholders for the performance of assigned 

tasks. Thus, the relationship between the Board of Supervisors and the Board of 

Directors and the Director (the General Directors) in the Joint Stock Company is 

the relationship between the supervisory body and the bodies subject to 

supervision. 



13 

 

Through the implementation of regulations on the relationship between the 

bodies in the organizational structure of the Joint Stock Company, the supervision 

of management and administration of the Joint Stock Company, especially the 

supervision of the Board of Directors regarding the exercise of rights and 

obligations of the Director (the General Director), is very necessary. The 

supervision of members of the Board of Directors and the Director (The General 

Director) implementing the reporting regime on their economic relationships and 

those of their related persons with the Joint Stock Company in which they are 

holding managerial and executive positions will also achieve high results. When 

complying with the regulations on the relationship between the management, 

control and administration bodies in the organizational structure of the Joint Stock 

Company, the competent persons in the Joint Stock Company will promptly grasp 

the production and business results and the production efficiency of the Joint Stock 

Company from time to time to give directions so that the Joint Stock Company can 

overcome difficulties or mistakes to accomplish the targets and plans set out by the 

Joint Stock Company. Thus, the law has detailed the organizational structure and 

operation of the bodies in the Joint Stock Company, thereby forming a legal 

framework to ensurer that the bodies can coordinate their activities effectively, 

contributing to improving the production and business efficiency and the fair 

competition of the Joint Stock Company. 

Third, the law on internal governance in the Joint Stock Companies includes 

mandatory regulations and a number of flexible regulations so that the Joint Stock 

Companies have the right to make decisions in appropriate with their specific 

condtions.   

A number of mandatory regulations on Joint Stock Company as follows: The 

Joint Stock Company must have ordinary shares. The owners of ordinary shares are 

ordinary shareholders. The members of the Board of Directors and the Board of 
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Supervisors are mainly elected from the shareholders at the General Meeting of 

Shareholders. The day-to-day operations of the Joint Stock Company must be the 

task of the Director (the General Director) of the Joint Stock Company. Newly 

incorporated Joint Stock Companies must have at least 3 to 4 founding 

shareholders. 

In addition to the mandatory regulations, the legal provisions on internal 

governance in the Joint Stock Companies are also flexible. The Joint Stock 

Company is entitled to select and decide on many issues, for example: The Joint 

Stock Company converted from a State-owned Enterprise or from a Limited 

Liability Company or divided, separated, consolidated or merged from another 

Joint Stock Company does not necessarily have founding shareholders. In case of 

no founding shareholder, the Chater of Joint Stock Company in the business 

registration dossier must be signed by the legal representative or of the ordinary 

shareholders of such company … In addition to ordinary shares, the Joint Stock 

Company may have preference shares. The owners of preference shares are 

referred to as preferred shareholders. Preference shares include the following types: 

Voting preference shares; Dividend preference shares; Redeemable preference 

shares and other types of preference shares stipulated in the Charter of Joint Stock 

Company. The existence of such flexible regulations will create favorable 

conditions for the Joint Stock Companies to have many types of shares in order to 

meet the requirements of shareholders and be suitable for the future development of 

the Joint Stock Companies. 

Regarding the organizational and management structure, the Joint Stock 

Company has the right to choose a management and operation organization under 

one of two models (otherwise prescribed by the law on securities). The first model 

includes: The General Meeting of Shareholders, the Board of Directors, the Board 

of Supervisors and the Director (the General Director). Where the Joint Stock 
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Company has less than 11 shareholders and and the shareholders are organizations 

holding less than 50% of the total number of shares of the Joint Stock Company, it 

is not required to have a Board of Supervisors. The second model includes: The 

General Meeting of Shareholders, the Board of Directors and the Director (the 

General Director). In this case, at least 20% of the members of the Board of 

Directors must be independent members and there must be an Internal Audit 

Committee under the Board of Directors. The independent members perform the 

functions of monitoring and organizing the control over the management and 

operation of the Joint Stock Company. In addition, the legal provisions on Joint 

Stock Company such as: Joint Stock Companies reserve the right to choose to have 

one or more individuals acting as legal representative; the right to choose the 

percentage of votes through the decision at the General Meeting of Shareholders; 

etc. are flexible regulations, helping the Joint Stock Company to make its own 

decision suiting its specific conditions. 

Fourth, the law on internal governance in the Joint Stock Companies is the 

institutionalization of the guidelines of the ruling Party and the policies of the State 

on development of various types of enterprises (including Joint Stock Company) in 

the multi-sector economy. 

Politics is one of the specific fields of human activity when the State has 

appeared in society. The politics manifests the relationship between the classes, 

peoples and nations, which is most concentrated in state activities. In terms of 

form, politics is expressed in the viewpoints, lines, programs, etc. of organizations 

and parties, the most important of which is the ruling party. There is a close 

relationship between politics and law. Accordingly, the law is both a measure and a 

means to realize the political goals of the ruling class, as well as a form of politics 

recognizing the important contents of political relations. The relationship between 

politics and law is mainly expressed in the relationship between the political line of 
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the ruling Party and the laws of the State. The line of the ruling Party has a guiding 

meaning in determining the content of the law, especially the legal provisions on 

Joint Stock Company. The law on internal governance in Joint Stock Companies 

often institutionalize the political line of the ruling Party, making the will of the 

ruling Party a common will (the will of the state), including the policies of the State 

on development of various types of enterprises (including Joint Stock Company) in 

the multi-sector economy. 

The viewpoint on the development of a socialist-oriented market economy in 

which economic sectors compete freely and equally by the Lao People’s 

Revolutionary Party has determined the political basis for formation of the 

Constitution (2014) as well as the important laws in the economic field, including 

the Law on Enterprises (2013). When the country transfers from a centrally planned 

and bureaucratic economy to a market economy, the polticial issues having become 

the line of the Party are of great value in social life, strongly impacting on the legal 

systems of Laos. Therefhore, the law, including the provisions on internal 

governance in the Joint Stock Companies, is not only a matter of economic law, but 

must reflect the political viewpoints and lines of the Lao People’s Revolutionary 

Party.  

The line of the ruling party is the political stance of a party organization in 

society. Lao People’s Revolutionary Party is the only force ruling and leading the 

State and society in Laos. The line of the Party is institutionalized into legal norms. 

The line of the Party is “legalized” and “transformed” into the legal provisions and 

legal relations on Joint Stock Company such as the subjects, rights and obligations 

of the subjects in inspection and monitoring of management and administration 

activities in the Joint Stock Company in order to adjust the legal relations of 

internal governance of the Joint Stock Company with the goal of protecting their 

legitimate rights and interests.  
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In addition, the institutionalization of the law on internal governance in the 

Joint Stock Company is not a mechanical copying of the contents in the line of the 

ruling Party into law. The law on internal governance in the Joint Stock Company 

has honestly and promptly reflected the major viewpoints and guidelines of the 

ruling Party in the process of socio-economic development of the country at each 

time and stage of development. As a result of institutionalization, a relatively 

synchronous legal system on internal governance in the Joint Stock Company has 

been formed, ensuring publicity and transparency, creating a solid legal basis for 

state management activites and free and safe operation of socio-economic relations 

and sectors in the current conditions of market economy development and 

international integration. 

Fifth, the law on internal governance in the Joint Stock Companies is built 

and perfected on the basis of reference and learning from experiences of the laws 

on Joint Stock Company of other countries in the world. 

The internal governance in the Joint Stock Companies has been becoming an 

important and concerned issue not only in developed countries but also in 

developing countries, especially after the bankruptcy of many financial 

corporations and multi-national companies in the United States of America and the 

Europe due to the impact of financial crisis. Most companies in the world have a 

management apparatus to operate and achieve the set goals [5(II)]. However, the 

organizational structure or the functions, tasks, relationship between the bodies in 

the organizational structure of the Joint Stock Company; the legal provisions on the 

system of power, management, control and administration bodies in the Joint Stock 

Company; or the legal provisions on legal status of shareholders and their 

participation in the internal governance of the Joint Stock Company; the activities 

of capital mobilization, capital use, capital transfer in terms of finance in the Joint 

Stock Company; the regulations on responsibility regime of sharerholders and Joint 
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Stock Company; or the mechanism of mutual restraint between the power, 

management, control and administration bodies in the Joint Stock Company; the 

way for resolving conflicts between the power, management, control and 

administration bodies and the shareholders in the Joint Stock Company … must 

follow the certain rules of the law at all times. 

Sixth, the law on internal governance in the Joint Stock Companies shows 

compatibility with the law on Joint Stock Company of other countries in the world 

and approaches the principles of advanced joint stock company management. 

With an important role in ensuring the operation of Joint Stock Company as 

well as protecting the interest of shareholders, the subjects related to the internal 

governance regulations of the Joint Stock Company always account for a high 

proportion in the system of legal norms on Joint Stock Company. 

As a type of company with a long history of formation in the world, through 

the process of development, Joint Stock Company has currently become a form of 

business organization being capable of mobilizing large capital for the performance 

of business activies of the investors and constantly growing strongly. Acquiring 

experiences from countries around the world, the law on internal governance in the 

Joint Stock Companies is built and perfected on the basis of reference and learning 

from experiences of the laws on Joint Stock Company of other countries in the 

world and approaches the principles of advance joint stock company management. 

 Sixthly, regarding the legal structure of internal governance of Joint Stock 

Company, inclusive of form structure and content structure.  

The form structure of the legal system on internal governance of Joint Stock 

Companies in Laos includes: Constitution, legal and sub-law documents on Joint 

Stock Company promulgated by the State: Law on Enterprises. 
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The first is Constitution. Freedom of business is considered one of the most 

basic rights of citizens and it is enshrined in the Constitutions of countries. Article 

23 of the Constitution (2014) of Laos affirms: “The State encourages and creates 

conditions for entrepreneurs, enterprises and individuals and organizations to 

invest, produce and do business”. This is a solid legal basis for the regulation of 

various types of enterprises. Besides, Article 25 of the Constitution also stipulates: 

“Every individual and organization has the freedom of business in the professions 

not prohibited by the law”. This provision contains two important ideas, that is: 

every individual and organization has the right to freely conduct their business; 

limits of freedom are those prohibited by the law; in other words: if the State 

wishes to forbid something, it must be regulated by the law. 

The freedom of business of an enterprise is specifically expressed as follows: 

- Freedom to choose business lines: The investors are permitted to choose 

business lines not prohibited by the law; they reserve the right to conduct the 

single-line or multi-line business. In case of conducting the business in condtional 

business lines, the Investor is permitted to conduct after fully meeting those 

conditions. 

- Freedom to choose business model: The investor is free to decide on the 

level of investment capital, provided that the investor must satisfy the minimum 

legal capital requirement if doing certain businesses, for example, gold trading, 

financial services, security services … 

 - Freedom to choose type of economic organization: Depending on the 

number of investors, forms and methods of raising investment capital, the investor 

can choose a suitable type of economic organization to do business, from simple 

typle such as business household, private enterprise, partnership to complex type 

such as limited liability company, joint stock company. 
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- Freedom to choose form and method of capital mobilization: The investor 

decides on loan increase or charter capital increase; methods of loan increase 

through contract or through bond issuance. 

  - Freedom to enter into and perform contracts: The business entities have 

the freedom to choose their customers, to negotiate and agree on the terms of 

contract, to agree on the form or content thereof. 

- Freedom to choose the forms and methods dispute settlement: The business 

entities have the freedom to decide how to settle commercial disputes by 

negotiation, conciliation, arbitration or court. 

- Freedom of fair competition: The investors are protected by the law if there 

are unfair competition acts affecting their production and business activities … 

On the basis of the Constitution, the State promulgates legal documents on 

economic sectors, types of enterprises, organizational structure and operation of 

enterprises, including the internal governance in the Joint Stock Companies. 

The second is Law on Enterprises. This is the main law regulating the 

incorporation, organization, management and supervision of the management and 

administration activities of the Joint Stock Company. The applicable Law on 

Enterprises (2013) of Laos has 221 Articles, of which 36 Articles regulates the 

Joint Stock Company (from Article 37 to Article 73). The regulations on the 

organizational structure, rights and obligations of the Joint Stock Company have 

been mainly regulated in the Law on Enterprises (2013) of Laos. Those are the 

regulations on rights and obligations of shareholders in the Joint Stock Company; 

organizational structure and management of the Joint Stock Company; tasks and 

powers of bodies in the internal management apparatus in the Joint Stock Company 

such as: The General Meeting of Shareholders, the Board of Directors, the Director 

(the General Director) and the Board of Supervisors; controlling transactions being 
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prone to self-interest as well as publicizing information in the Joint Stock 

Company. 

The content structure of the law on internal governance of the Joint Stock 

Companies includes:  

First, the law on internal governance in the Joint Stock Companies stipulates 

the organizational apparatus of the internal governance of the Joint Stock 

Companies.  

Second, the regulations on the authority of internal governance bodies of the 

Joint Stock Company.  

Third, the relationship between the internal governance bodies of the Joint 

Stock Companies. 

Seventhly, experiences in building the internal governance model of the 

Joint Stock Companies of some countries in the world and lessons learned for 

Lao People’s Democratic Republic.  

With the US-style “one-tier board” governance model for the Joint Stock 

Company, there is no specialized body in charge of supervising the managers and 

executives of the Company like the Board of Supervisors in the Law on Enterprises 

(2013) of Laos. Howerver, these regulations are also an important theoretical basis 

for the Lao legislators of internal governance in the Joint Stock Companies to 

consult and learn from experience in the coming time. 

Currently, the law on internal governance in the Joint Stock Companies in 

Vietnam has covered many important regulations such as:  

1) The system of power, management, control and administration bodies in 

the Joint Stock Company;  

2) Legal status (rights and obligations) of the power, management, control 

and administration bodies in the Joint Stock Company; 
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3) Mutual restraint mechanism of the power, management, control and 

administration bodies in the Joint Stock Company; 

4) Dispute settlement mechanism between the power, management, control 

and administration bodies in the Joint Stock Company;  

5) Equality and interest assurance mechanism for the shareholders in the 

Joint Stock Company;  

6) Information transparency assurance mechanism in the Joint Stock 

Companies;  

7)  Mechanism for checking and monitoring economic relations being at risk 

of self-interest in the Joint Stock Companies, etc. 

The similarity in politics, economy, society and law between Vietnam and 

Laos shows that the internal governance model of the Joint Stock Companies in 

Vietnam is a model with many advantages being worthy for the Lao legislators to 

consult and learn in the process of building and perfecting the law on internal 

governance of the Joint Stock Companies in Laos.  

 For Chapter 2: Legal status and practice of law enforcement on internal 

governance of the Joint Stock Companies in Laos. In this section, the author 

conducts an analysis of the legal status of the internal governance of the Joint Stock 

Companies in Laos, including: the legal status of the organizational apparatus; the 

authority of bodies; the relationship between the internal governance bodies of the 

Joint Stock Companies such as: the relationship between the General Meeting of 

Shareholders and the Board of Directors; between the Board of Directors and the 

Director / the General Director; between the Board of Supervisors and the Director 

/ the General Director, etc. 

 In addition, the author conducts an analysis of the practice of law 

enforcement on the internal governance of the Joint Stock Companies in Laos, 

including the advantages and success in the law enforcement on the internal 
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governance of the Joint Stock Companies in Laos; limitations, inadequacies and 

causes in the law enforcement on the internal governance of the Joint Stock 

Companies in Laos, specifically as follows: 

Firstly, the current situation of legal provisions on internal governance of 

the Joint Stock Companies in Laos. 

Including: the regulations on the organizational apparatus of internal 

governance of the Joint Stock Companies in Laos; the regulations on the authority 

of the internal governance bodies of the Joint Stock Companies in Laos; the legal 

provisions on relationship between the internal governance bodies of the Joint 

Stock Companies in Laos; the regulations on mechanism for controlling 

transactions prone to self-interest in the Joint Stock Companies. 

Secondly, regarding the practice of law enforcement on the internal 

governance of the Joint Stock Companies in Laos. 

The advantages and success in the law enforcement on the internal 

governance of the Joint Stock Companies in Laos, including: The Joint Stock 

Companies in Laos have usually understood and fully complied with the provisions 

of the law on Joint Stock Company; the bodies such as the Board of Directors, the 

Board of Supervisors, the Director / the General Director elected in the Joint Stock 

Companies in Laos have mostly abided by the provisions of the law; the General 

Meetings of Shareholders have prevented many transactions of a self-interested 

nature from the managers and executives of the Joint Stock Companies; the 

shareholders in the Joint Stock Companies in Láo have filed a lawsuit to the Court 

asking the Court to cancel the decisions of the General Meeting of Shareholders 

and the Board of Directors;  

Regarding the limitations and inadequacies in the law enforcement on the 

internal governance of the Joint Stock Companies in Laos, the inspection and 

supervision of acts posing the risk of self-interst or transactions and contracts of 
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great value as prescribed by the law have not yet been fully and seriously 

implemented by the Joint Stock Companies; there have been still inadequacies in 

the implementation of legal provisions on inspection and supervision by the 

General Meeting of Shareholders for the operation of the Director / the General 

Director in the Joint Stock Companies; the inspection and supervision of the 

General Meeting of Shareholders for the operation of the Director / the General 

Director in the Joint Stock Companies are often more about activities and works 

having been done than the future plans that the Director / the General Director will 

do in his / her operation. At some Joint Stock Companies in Laos, there is still 

confusion in the compliance with legal provisions on handling violations of the 

management and administration bodies in the Joint Stock Companies. 

Regarding the cause, the Law on Enterprises (2013) of Laos has made 

significant strides in regulating the internal governance in the Joint Stock 

Companies. However, due to the lack of knowledge about the inspection and 

supervision of the internal governance in the Joint Stock Companies, the lack of 

legislative experience as well as the pratical implementation of the provisions of 

the Law on Enterprises on internal governance in the Joint Stock Companies is still 

new, many provisions of the Law on Enterprises (2013) on / related to the internal 

governance of the Joint Stock Companies in Laos have been still lacking and not 

really bringing into play in practice. Some reasons still existing in the 

implementation of the provisions of on internal governance in the Joint Stock 

Companies can be mentioned as follows: 

 Firsly, the lack of consistency in the regulations on the General Meeting of 

Shareholders inspecting and supervising the activities of the Board of Directors 

and the Director / the General Director in the Joint Stock Companies is due to the 

lack of knowledge about the legal status of the General Meeting of Shareholders in 

the Joint Stock Companies, the lack of legislative experience as well as the pratical 
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implementation of the provisions of the Law on Enterprises on internal governance 

in the Joint Stock Companies is still new. Many provisions of the Law on 

Enterprises (2013) on the General Meeting of Shareholders in the Joint Stock 

Companies in Laos have been currently still lacking and not really bringing into 

play in practice, adversely affecting the operation and development of the Joint 

Stock Companies in general and of the General Meeting of Shareholders in the 

Joint Stock Meetings in particular.  

 In addition, during the implementation of inspection and supervision, some 

shareholders did not have access to information fully and accurately on the 

activities of the Board of Directors and the Director / the General Director in the 

Joint Stock Companies. When the shareholders attending the General Meeting of 

Shareholders inspect and supervise the activities of the members of the Board of 

Directors and the Director / the General Director, they hardly review the extracts of 

the minutes, the resolutions of the Board of Directors, the reports of the Director / 

the General Director or the mid-year and annual financial statements in the form of 

the Lao accounting system. There are some cases, when carrying out the inspection 

and supervision, the General Meeting of Shareholders often does not carry out in 

detail and thoroughly on each issue under the rights of the Board of Directors and 

the Director / the General Director related to the internal governance of the 

Company when it is deemed to be necessary.  

 Secondly, the basic rights of the General Meeting of Shareholders such as: 

the right to request for giving opinions on the work of the Company; the right to 

contribute opinions on the corporate governance; the right for punctual capital 

contribution; the right to protect the interests of shareholders; the right for 

awareness of information and to control the documents of the Company, in 

accordance with the provisions of the Charter and the internal regulations of the 

Company, have been being violated. In some cases, there has been a phenomenon 
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of abuse of the rights of the General Meeting of Shareholders when carrying out the 

inspection and supervision, so the effectiveness of these activities is still not high. 

 Thirdly, there is the phenomenon that some officials and state agencies, 

during the inspection, did not clearly distinguish between the rights of 

shareholders and the administrative rights, so they interfered in the internal 

governance in the Joint Stock Companies, for example: directing the convening of 

the General Meeting of Shareholders; violating the sequences and procedures for 

the meeting of the General Meeting of Shareholders; violating the sequences and 

procedures for appointment of the Director / the General Director … 

 Fourthly, the qualifications and capacity of the members in the Joint Stock 

Companies, especially the Director / the General Director of such companies in 

Laos are still limited. Most of the Director / the General Director in the Joint Stock 

Companies are not professional managers because they are both property owners in 

the company and supervisors of activities in the company. In addition, the internal 

governance in the Joint Stock Companies in Laos is often a formality rather than a 

substantive, independent and professional inspection and supervision for the best 

interests of the Joint Stock Companies and their shareholders. 

 Fifthly, at some current Joint Stock Companies in Laos, the Director / the 

General Director usually runs the affairs of the Company, and is also the person 

inspecting and supervising that operation. Therefore, the concurrence mechanism 

with a lot of power in the hands of a person will nullify the regulations on 

inspection and supervision of management activities between the managerial and 

executive titles in the Joint Stock Companies. It leads to the phenomenon that the 

managers and executives of the Joint Stock Companies abuse their positions and 

powers to perform illegal acts and contrary to the Company’s Charter. In addition, 

the concurrence mechanism of the Director / the General Director leads to the 

inability to perform well the supervision of the management and administration of 
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the Joint Stock Companies. This concurrence may cause great damage to the 

shareholders in the Joint Stock Companies if the inspection and supervision of the 

internal governance are not highly effective. 

For Chapter 3: Perfecting the law and improving the efficiency of law 

enforcement on the internal governance of the Joint Stock Companies in Laos. The 

author conducts an analysis of directions for improvement of the law on internal 

governance of the Joint Stock Companies in Laos such as: 

Firstly, perfecting the law on internal governance of the Joint Stock 

Companies in line with the lines and policies of the Lao People’s Revolutionary 

Party on building and perfecting the institution of market economy. 

Secondly, the improvement of the law on internal governance of the Joint 

Stock Companies is carried out in accordance with the modern trend of internal 

governance of the enterprises in the world. Actively consulting the legislative 

experiences of other countries, especially Vietnam, on the internal governance of 

the Joint Stock Companies. 

Thirdly, the improvement of the law on internal governance of the Joint 

Stock Companies is carried out in accordance with the development level of the 

business community in Laos. Appreciating and consulting the opinions of investors 

and Joint Stock Companies on perfecting the internal governance mechanism of the 

Joint Stock Companies. 

Fourthly, the improvement of the law on internal governance of the Joint 

Stock Companies aims to ensure the systematicity and uniformity of the legal 

system of Laos, especially the legal system of economic management. The Lao 

government should issue a Decree detailing and guiding the implementation of the 

provisions in the Constitution and the Law on Enterprises on internal governance of 

the Joint Stock Companies. 
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At the same time, analyzing some solutions to perfect and improve the 

efficiency of law enforcement on the internal governance of the Joint Stock 

Companies in Laos, including the solutions such as: strengthening education and 

propaganda, raising awareness of enterprises and investors in Laos on the full and 

serious compliance with the legal provisions on internal governance of the Joint 

Stock Companies; increasing awareness for officers and shareholders in the Joint 

Stock Companies on the role of the Charter, the internal rules and the regulations of 

the enterprise in the internal goveranance of the Joint Stock Companies … 


