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Safety note (YMYL)

14+ years of offshore
delivery experience 85+ offshore dedicated

teams

44+ engineers transferred
through BOT model

This article is general business information, not legal, tax, HR, or
security advice. Rules and enforcement can change, and details
depend on your corporate structure, industry, customers, and where
data is processed.

Before you sign leases, hire employees, or move production data,
confirm requirements with qualified Vietnamese counsel, tax advisors,
and security/ compliance specialists.

Saigon Technology operates 3 software development
centers in Vietnam. Authored by Thanh Pham, an
offshore development consultant with 14+ years of
experience, this PDF shares practical guidance for setting
up a Vietnam-based development center effectively.

https://saigontechnology.com/services/bot-model/


If you need foundational context, start with a plain-English overview of distributed offshore development.

What this guide covers

This is a supporting article for companies
that already decided Vietnam is on the
shortlist and want to understand how to set
up a dedicated delivery hub (often called an
offshore development center, or ODC) in
2026.

What this guide does not cover

This guide intentionally avoids:
Re-explaining general concepts 
Broad location comparisons
Vendor evaluation frameworks
covered elsewhere

It focuses on setup mechanics: 
Entity choices
Sequencing
Compliance checkpoints
Early operating system needed to scale

What this guide covers (and what it does not)

https://saigontechnology.com/blog/offshore-software-development/


In practice, most ODC failures are not technical. They come from missed compliance details or mismatched operating models. 
For 2026 planning, keep an eye on three Vietnam-specific updates that can materially affect your setup plan:

  [2025] Company administration is evolving:

Vietnam introduced updates in 2025 to enterprise
registration rules (amendments to the Enterprise Law and
a new guiding decree). Treat registration steps, filings, and
timelines as moving parts, not a one-time formality.

  [2025] Work authorization changed:

A new decree updated work-permit procedures for foreign
workers, including streamlined steps and expanded
exemptions. This matters if you plan to place expat
engineering leaders on the ground.

  [2026] HR digitization is coming:

A 2026 decree introduces a national platform for electronic
labor contracts, with an implementation timeline that
employers should plan for if they rely on e-signing
workflows.

A 2026 reality check: what changed recently



Most teams start with headcount and salary ranges. In my experience, you should start one step earlier:
choose the model that fits your control needs, risk tolerance, and speed.

Three common models (with the trade-offs)

Captive subsidiary

You own and operate the center:
highest control over IP, security,
and culture - but you carry full

responsibility for licensing,
payroll, tax, and compliance.

 Partner-operated center 

A local provider runs the local entity:
fastest to start and easiest to scale

early- but governance, toolchain parity,
and security controls must be

contractually and operationally
enforced.

Build-operate-transfer (BOT)

 A provider sets up and runs the center
for a defined period, then transfers it

to you. Helpful when you want a future
captive model without a cold start, but
requires precise handover clauses and

a realistic transition timeline.

Decision rule I use: if regulated data, strict IP controls, or audited security requirements are non-negotiable, bias toward
captive or BOT with a clear security operating model from day one.

Step 1 - Pick the right operating model before you do anything else



Typical duration 2-4 weeks 4-8+ weeks 6-12 weeks Quarterly

Primary goal
Clarify scope and

guardrails Become hire-ready Make delivery predictable Grow without entropy

Key deliverables
Target roles, budget,

security baseline, success
metrics

Entity/contracting path,
office address, payroll

approach, first 3-5 hires

Rituals, quality gates,
access controls, incident

playbooks

Career ladder, hiring
engine, vendor framework,

audit readiness

Trying to build a 50-person hub 'in one go' is where preventable mistakes happen. 
A phased plan reduces legal and operational rework.

Phase 1:
Legal + landing (VN)

Phase 0:
 Design (remote)

Phase 2:
Stabilize

Phase 3:
Scale

Step 2 - Plan the setup in phases (pilot, stabilize, then scale)

A realistic timeline for many teams



Reality check:

Your 'lane' determines what you can legally do on day one: hire employees, invoice internally, and
process data. Here is the practical map I use with clients:

Lane A
Local entity

Typical path for foreign investors is
investment registration and enterprise
registration (often discussed as IRC then
ERC). Timelines vary by scope and approvals;
treat 30-45 working days as a planning
baseline for many cases, not a promise.

When you register the entity, align the
registered business lines with your real
activities (software services, R&D;, etc.) to
reduce later licensing friction.

Budget for ongoing compliance: accounting,
statutory reports, and potential transfer-
pricing documentation if you charge services
to headquarters.

Lane B
Employer-of-record

Use an EOR (Employer of Record) to hire a
small founding team quickly while you
prepare the longer-term structure.

Watch for permanent establishment and
IP assignment details. If the team is
effectively operating as your local branch,
talk to tax counsel early.

Lane C
Vendor-hosted team

Best when you need speed and do not yet
want entity overhead.

Your main work is governance: defined
ownership, security controls, and an exit
plan (how you keep knowledge and
continuity if you change partners).

You can start in Lane B or C and later move to Lane A, but
only if your contracts, tooling, and documentation are
transfer-ready from the beginning.

 (most control) (fast pilot) (fastest start)

Step 3 - Choose the legal and employment path (the 3-lane map)



Early teams often assume 'startup pace' means heavy overtime. Vietnam labor rules set explicit caps.
Plan your delivery cadence around sustainable capacity so you do not build risk into your schedule.

Overtime is capped by law (common caps referenced by employer guides are: 

Total working time not exceeding 12 hours per day, 40 hours per month,
and 200 hours per year; with some cases allowing up to 300 hours per
year). 
These numbers should drive your sprint planning assumptions, not your
best-case hopes.

If your roadmap needs sustained overtime to hit dates, treat it as a planning
smell: scope is too big, quality debt is growing, or ownership is unclear.

Vietnam has announced a national electronic labor contract platform with a
2026 rollout timeline. If you rely on e-signing for HR, ask your local HR/payroll
partner how they plan to comply and what systems will integrate cleanly.

Step 4 - Get HR compliance right (it affects velocity)

Working hours and overtime - the practical implications

Electronic labor contracts: plan for 2026



6 - 18 months

Many successful centers start with 1-3 expat leaders (engineering manager, head of delivery, security lead) for 6-18 months, then localize
leadership. Vietnam updated work-permit rules in 2025, so verify the latest requirements and exemptions for your roles.

Step 5 - Immigration for expat leaders (if you need them)

Role decision Documentation pack Short trips vs. relocation

Decide upfront which roles truly require
onsite expats. The goal is capability transfer,

not dependency.

If you expect frequent short trips instead of
relocation, check whether your activity
triggers work-permit needs or fits an

exemption - do not assume.

Build a documentation pack early: role
description, qualifications, experience
evidence, and internal approval trail.

Delays often come from paperwork gaps,
not technicalities.

Expat leaders Local leadership



Step 6 - Data governance and security: do this before you
onboard production data

For many global companies in 2026, data governance is the gating item - not hiring. Vietnam has overlapping requirements across personal
data protection and cybersecurity rules. How they apply depends on what data you handle, where it is stored, and which services you provide.

Vietnam's Personal Data Protection Decree (Decree 13/2023) introduced obligations around processing and cross-border transfers. If
personal data is transferred abroad, organizations may need to prepare impact assessments and follow procedural steps with the Ministry
of Public Security. Do not treat this as a 'privacy policy update' - it can affect architecture decisions.

Vietnam's cybersecurity framework (including Decree 53 guiding the 2018 Cybersecurity Law) can require certain data to be stored in
Vietnam and may require foreign service providers to establish a local presence after a formal request by authorities, depending on the
services provided and the data involved. This is often misunderstood; treat it as a scenario to assess with counsel, not a universal rule.

Separate environments: sandbox for onboarding; production access only after security training and approval.
Least-privilege access with centralized identity (SSO), device management, and enforced MFA.
Logging and incident response: define who is on-call, how you escalate, and what gets reported to HQ.
Contracts must match the operating model: IP assignment, confidentiality, audit rights, and data-handling clauses.

Personal data: cross-border transfer paperwork may be required

Cybersecurity and potential localization triggers

A practical security baseline for new centers



Step 7 - Set the operating system (how you avoid 'two teams'
syndrome)

The biggest scale killer is when HQ and Vietnam operate as different companies. Build one system early.

Backlog & delivery cadence

One backlog, one definition of
done, one release cadence.
Avoid 'Vietnam does tasks'
while HQ owns decisions.

Role clarity

Product owner, tech lead,
QA owner, and security
owner must be named

(not implied).

Quality gates

Code review rules,
automated testing targets,
and a shared CI/CD pipeline.

Communication

 Overlapping hours, weekly
demo, and a monthly

steering review with explicit
decisions captured.

Minimum viable operating system (what I recommend for the first 90 days)



Step 8 - Budgeting and finance: use ranges and keep a contingency

Costs vary widely by city, seniority, and demand.  What you can budget more reliably is the setup overhead
that teams often forget:

Corporate income tax

 The standard rate is
commonly 20% for most

businesses, but incentives
and special cases exist.

VAT

 Vietnam extended an 8%
VAT rate for many goods and

services through end-2026,
with stated exclusions.
Confirm whether your

invoices/services fall into an
excluded category.

Entity setup, accounting, payroll, and ongoing statutory reporting (Lane A). 

Office and equipment lead time (even if you start remote-first). 

Security tooling (identity, device management, secrets management). 

Hiring ramp inefficiency: the first 10 hires take longer than the next 10.

Tax basics to confirm early



    1. Hiring before governance

Common pitfalls I see (and how to avoid them)

Without clear ownership and quality gates, more headcount just
increases rework.

   2. Over-indexing on salary arbitrage

   3. Assuming compliance is a one-time checklist

   4. Not designing for transfer  (if you start vendor-hosted)

If your model depends on being cheap, retention and quality will
suffer. Budget for senior local leadership and training.

Data, HR, and tax obligations evolve. Assign an internal owner and
review quarterly.

Ensure your repos, docs, access, and processes are portable.



A setup checklist you can copy into your project plan

Setup Checklist

Scope and guardrails: what products/modules, expected service levels, and what data can be accessed. 

Operating model: captive vs partner vs BOT; exit/transfer plan.

Legal lane chosen: entity, EOR, or vendor; target go-live date; advisors assigned.

HR foundations: role leveling, compensation bands, offer templates, contract workflow (including 2026 e-contract readiness).

Security baseline: SSO/MFA, device controls, access approval, logging, incident response.

Delivery system: rituals, definition of done, CI/CD, quality targets, steering cadence.

Finance: accounting/payroll provider, invoicing model, intercompany agreements, contingency budget.

Where to go deeper: For broader context on structuring global engineering and what to watch for as you scale, see this background
guide to distributed engineering delivery.
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Looking for a Vietnam 
ODC Setup Partner (2026)?

CONTACT US

Follow us on:

Website: saigontechnology.com

sales@saigontechnology.com
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