Research Questions
1. Which regulatory and institutional factors most strongly influence ESG alignment between UK and Vietnamese frameworks?
2. How does AI/NLP classification enhance the comparison of ESG regulatory texts across key governance and disclosure dimensions?
3. To what extent do Vietnamese firms’ ESG disclosures reflect UK/ISSB-aligned reporting expectations?
4. How can a governance framework integrate these elements to support UK–Vietnam cross-market sustainable-finance alignment?

2. Method for Conducting the Literature Review
This review is designed to be transparent, rigorous, and reasonably reproducible by combining a structured search with a narrative critical synthesis. The rationale is methodological as well as epistemic. A structured search makes the evidential base auditable (what was searched, where, and why), which matters in domains where policy discourse can steer interpretation before the evidence is assembled. A critical synthesis is then required because “ESG regulatory alignment” is not a settled construct because some studies treat alignment as textual similarity, others as enforcement convergence, and others as outcome equivalence. Treating these as interchangeable, thus, would build conceptual error into the review itself. In line with the assertion that conceptual frameworks are constructed rather than found, the literature is approached as a set of analytic components to assemble a mechanism-aware argument, not a static archive of “findings” (Snyder, 2019; Varpio et al., 2020). All these pertain to a particular function, specifically, keeping AI/NLP as an appropriate evidential role (pattern detection), while preserving space to explain why similar texts can still produce different governance outcomes (Frankenreiter & Livermore, 2020) across the UK and Vietnam.
2.1 Search Strategy and Data Sources
Snyder (2019) concurs that the search prioritised high-impact, peer-reviewed journals spanning regulation/governance, business ethics and sustainability reporting, AI-and-law, and organisation–environment scholarship. Scopus, Web of Science, and HeinOnline were queried using Boolean strings (OR) intersecting three domains, including: 
ESG Management: “ESG regulation” OR “ISSB[footnoteRef:1]” (IFRS Foundation, 2021) OR “TCFD[footnoteRef:2]” OR “sustainability reporting” (Krivogorsky, 2024; Frankel, 2025) OR “Scope 4[footnoteRef:3]” (Rekker et al., 2022).  [1:  The new international reporting standard]  [2:  The climate-risk disclosure framework]  [3:  Avoided emissions debates] 

Institutional Setting: “emerging markets” OR “Vietnam” OR “institutional isomorphism[footnoteRef:4]” OR “legal transplants OR “policy capacity” (Howlett, 2019). [4:  Pressures to imitate Western models] 

Technological Approaches: “NLP[footnoteRef:5]” OR “text analysis” OR “computational legal studies” OR “RegTech[footnoteRef:6]” OR “AI governance” (Devlin et al., 2019; Bender & Koller, 2020; Bommasani et al., 2021). [5:  Natural language processing]  [6:  Regulatory technology] 


The cross-domain intersection strategy is grounded in a deliberate and informed by safeguarding agaisnt the popular mistake of inferring “functional alignment” arising from “textual alignment” itself, especially when decoupling, in other words, the rhetoric-reality gap is considered as a recrurring institutional pattern in emerging-market settings (Frankenreiter & Livermore, 2020)
The corpus was bounded to 2019–2025 to capture the post-TCFD regulatory wave, the emergence of the ISSB, and the shift from conventional NLP to foundation-model discourse (Devlin et al., 2019; Bommasani et al., 2021). The weakness of this boundary is that it can underweight foundational institutional mechanisms; for that reason, seminal institutional and governance scholarship is used selectively where it directly clarifies causal logics relevant to RQ1 and RQ3 (Aguilera, Marano & Haxhi, 2019; Jackson & Deeg, 2019). Grey literature (e.g., World Bank, 2022; ADB, 2021; Department for International Trade, 2021) is included to illuminate enforcement conditions and supervisory capacity but is treated as contextual and triangulating rather than theory-setting due to uneven review standards (Snyder, 2019; Garza et al., 2020; Petticrew & Roberts, 2020).
The search strategy builds a defensible evidence base to compare regulatory texts while retaining the institutional signals needed to interpret why proximity in language may not translate into alignment in practice (Grimmer et al., 2022).
2.2 Analytical Procedure: Inductive Synthesis and Ontology-Sensitive Coding
Following the distinction between theoretical and conceptual frameworks, the review adopts an inductive synthesis to assemble explanatory components rather than forcing premature fit to a single theory (Paul & Criado, 2020; Varpio et al., 2020). The multi-mechanistic nature of alignment are defined by legal form, organisational capacity and political incentive structure, therefore, this approach is necessary as thoes above-mentioned elements may each end up driving covergence or divergence (Howlett, 2019). Of course, it is always important to adapt to coding for underlying ontological commitments rationally, aiming to seperate researches that implicitly assume policy text approximates practice (common in some quantitative and text-as-data traditions) from work that treats decoupling as normal and mechanism-driven (common in institutional and realist analysis) (Grimmer et al., 2022). This compare–contrast coding plays a vital tole as it disciplines how AI evidence is interpreted where AI can summarise patterns in language, but it cannot, on its own, warrant claims about enforcement or institutional capability (Bender & Koller, 2020; Selbst et al., 2019).
A further synthesis step groups studies around unresolved tensions, in more details, harmonisation pressures versus capacity-limited implementation (Howlett, 2019); and automation optimism versus socio-technical critiques warning that statistical language models can “flatten” meaning and induce overconfidence in measurement (Bender & Koller, 2020; Bommasani et al., 2021). The weakness of inductive synthesis is interpretive drift, but still, this is controlled through an explicit audit trail and cross-checking claims against the strongest available peer-reviewed sources before they are incorporated into the building blocks (Lincoln & Guba, 1985; Nowell et al., 2017).
The synthesis produces a conceptual platform where AI/NLP results become hypotheses-in-need-of-explanation, enabling a governance framework that is explicitly mechanism-aware as opposed to benchmark-driven (Best, 2019; Howlett, 2019).
2.3 Limitations and Reflexive Notes
One of the challenges is that while Generative AI is advancing, its application to specific domains like ESG law inherits the risks of hallucination and under specification identified in broader ML literature (D’Amour et al., 2020; Weidinger et al., 2021). It’s evident that much ESG governance scholarship predates the recent LLM acceleration, instead of being empirically consolidated, many LLM sources are forward-looking. Furthermore, policy and industry materials also tend to narrate RegTech as linear progress, the shortcomings cannot be neglected such as under-reporting organisational cost, implementation failure, and uneven readiness across jurisdictions (McNulty et al., 2023; Grassi, 2022). This is the reason why the review, therefore, treats these sources cautiously and uses them mainly to map claims that must be tested against peer-reviewed critique. Additionally, a structural limitation is language and indexing bias when English-dominant databases can marginalise Vietnamese domestic debates, leading to a risk that UK standards become the default yardstick (Amano et al., 2021; Chowdhury et al., 2022). What is impossible - “searched away”; accordingly; it must be acknowledged and methodologically countered by treating “distance” as a candidate mechanism to explain, not a deficit to assume.
Generally, these constraints once reinforce the core design principle in which AI/NLP is supportive evidence, not an adjudicator of UK–Vietnam alignment; more precisly, institutional analysis remains the interpretive anchor.
Timeliness, in fact, pushes toward fast policy texts while academic rigour pulls toward slower peer review which is succesfully managed by separating contextual sources from theory-bearing sources in this review (Page et al., 2021). 
3. Critical Literature Review
As researchers seek to clarify the intersection of ESG regulation, institutional governance, and computational legal analysis, the relevant literature has expanded rapidly. However, a shared understanding of what “regulatory alignment” entails remains contested, and key questions remain unresolved such as what, in operational terms, counts as two jurisdictions having “the same” (aligned) laws? What forms of evidence are required before one can credibly claim similarity? (OECD, 2022; Dikau & Volz, 2021). In sustainable finance practice, finance and policy teams often treat alignment as akin to fitting an electrical plug into a socket. Their objective is standardisation, metaphorically, they want the whole world to use the same plug under TCFD and ISSB standards, so that wherever it is inserted, the connection holds. Technical compatibility therefore becomes the dominant focus (McNulty et al., 2023).
By contrast, institutional theorists describe alignment in emerging markets as a sociopolitical performance, characterised by decoupling. The phenomenon is less straightforward than surface readings suggest. At a deeper level, first, there is substantial evidence that global rules are adopted formally but ignored functionally, in contexts where authorities may endorse the formal requirements yet, in practice, do not translate them into internal routines or implement them in ways that diverge materially. This again foregrounds decoupling and sharpens a tension that must be made explicit, in UK–Vietnam comparison, formal texts diffuse more rapidly than the institutional mechanisms that render them consequential. Second, in practice, documentary templates can be reproduced at minimal cost and speed; institutionalising enforcement capacity, by contrast, is path-dependent and commonly takes decades. Third, it is technically feasible for NLP-based text analytics to compute a textual similarity score between two regulatory documents; however, inferring directly from that score that “Vietnam is doing just as well as the UK” is methodologically indefensible. Crucially, whether environmental enforcement authorities apply sanctions consistently, and whether organisations possess the interpretive capacity to operationalise legal requirements, are mechanisms not recoverable from textual data alone (D’Amour et al., 2020; Kantorowicz & Reznichenko, 2021).
Taken together, this review will not simply catalogue the literature; instead, it adopts an analytically disciplined, even-handed stance to critically evaluate and contrast these competing strands of argument. Because each theoretical position offers a distinct explanatory account of how ESG rules diffuse, how compliance is produced, and why cross-jurisdictional differences endure, one camp explains diffusion primarily through economic-efficiency mechanisms, whereas the other interprets diffusion as shaped by coercive political pressures. On this basis, the review clarifies how each camp accounts for the core problem.

From a reflexive standpoint, and consistent with the methodological constraints outlined earlier, World Bank reports and policy briefs are used to contextualise implementation conditions rather than treated as theory-setting or definitive evidence. This is because such documents often carry an implicit assumption that the UK model should function as the default benchmark, an assumption that is not necessarily appropriate for Vietnam.

The paper is organised around four principal themes that it will critically examine: (1) the debate between harmonisation and institutional isomorphism; (2) legal transplants and institutional capacity; (3) the epistemic risks of AI/NLP in computational legal analysis; and (4) the politics of ESG data in the Global South (developing economies).

Theme 1 is developed in detail because it frames RQ1 and constrains what later themes may infer from text-based evidence:

3.1 Theme 1: ESG Regulatory Alignment – Harmonisation versus Institutional Isomorphism 
In comparative studies, a distinction is frequently conflated, and Theme 1 is designed to clarify it. The central issue is whether a common ESG ruleset exists as the true point of convergence for jurisdictions, whether they are operating under substantively equivalent rules or, conversely, whether convergence is primarily linguistic, produced as a compliance signal. Put plainly, it resembles rote, compliance-oriented learning to satisfy requirements and external scrutiny in lieu of building substantive understanding or capability. 

The literature delineates two rival camps: a functionalist perspective, which clusters explanations oriented toward harmonisation and efficiency, and an institutional perspective, which advances accounts centred on isomorphism and decoupling, where reliance on mimicry and coping responses is foregrounded. 

To address RQ1, inferential discipline is pivotal because it is indisputable that textual convergence constitutes a necessary condition for functional alignment, yet it remains insufficient to conclude that the two jurisdictions are substantively equivalent.

3.1.1 The functionalist view: alignment as efficiency and linear convergence
Drawing on scholarship by Grewal et al. (2019) and Christensen et al. (2021), functionalist economic studies involve a market-coordination premise, positing that institutional arrangements serve primarily to facilitate efficient market operations. This explains why aligned reporting, for example, requiring disclosures to look broadly consistent is often presented as necessary to support cross-border investment, such as enabling capital to move more easily between countries and allowing risks to be priced more coherently. By contrast, fragmented disclosure, where each country reports ESG differently, fails to deliver these outcomes, because it creates information asymmetry and weak comparability, leaving investors less able to interpret and compare firms’ positions with confidence (Krueger, Sautner & Starks, 2020). This dynamic underpins the establishment of the International Sustainability Standards Board (ISSB) as a common standard-setting arbiter, it is considered as an institutional solution and intended to provide a global baseline for sustainability-related disclosures (Ali, 2023; Adams & Abhayawansa, 2023). By setting a minimum, decision-useful disclosure floor, the ISSB enables comparability improvement across firms and jurisdictions, so that assessments are not contingent on bespoke local-to-local mapping exercises (IFRS Foundation, 2023). In principle, a shared baseline reduces the coordination burden that arises when multiple, partially overlapping regimes require “conversion” across frameworks, thereby lowering the translation and transaction costs of cross-market evaluation and supervision (IFRS Foundation, 2021).

Agency Theory provides a compelling explaination for the emergence of ISSB. As its core, this economic framework addresses the inherent tension in the principal-agent relationship, particularly between shareholders (principals) and corporate managment (agents). Managment teams may possess strong incentives to downplay ESG risks and hide negative issues (such as environmental violations or social controversies) to avoid shareholder backlash. In that sense, the ISSB acts as a mandatory reporting requirement that reduce managers’ ability to withhold material negative information as well as mitigating information asymmetry and lowers moral-hazard risk, thereby aligning agent behavior with princial interests (Jensen & Meckling, 1976; Grewal et al., 2019). 

The prescription follows: strengthen mandatory reporting, tighten definitions via taxonomies, and increase the granularity of required metrics. The UK is commonly treated as a reference model because it institutionalises disclosure expectations through mandatory TCFD-style reporting and established supervisory routines.

Functionalism’s strength is operational clarity: it yields benchmarkable criteria that can be mapped across UK and Vietnamese texts. Its weakness is the linear inference that adoption of text implies convergence in governance. That inference is fragile where enforcement capacity is limited, supervisory mandates are dispersed, and assurance ecosystems are immature. In emerging markets, formal adoption can be easier than building the institutional machinery that makes adoption consequential (Aguilera et al., 2019; Jackson & Deeg, 2019).

Implication for the research problem (RQ1): a purely functionalist framing would collapse the Vietnam case into a template gap analysis against UK/ISSB expectations and treat divergence as “lag”. Those risks constructing an “alignment illusion” by letting text stand in for governance.

3.1.2 The institutional view: alignment as legitimacy, strategic isomorphism, and decoupling
Neo-institutional theory begins from a different causal story: adoption is frequently driven by legitimacy pressures under uncertainty rather than technical efficiency. Bromley and Powell (2012) formalise how formal structures can be decoupled from practice: policies are adopted to satisfy external audiences while internal routines change little. In ESG, this logic underpins accounts of “strategic isomorphism”, where conformity is performed to secure legitimacy and resources (Maroun, 2020).

For Vietnam, institutional scholarship highlights three channels of isomorphism that can generate high textual similarity without commensurate implementation (Maroun, 2020). First, coercive isomorphism can arise through investor mandates and supply-chain requirements. Second, Mimetic isomorphism appears when firms copy “best-in-class” reports under uncertainty, producing similarity as a competence signal (Yu et al., 2020). Third, normative isomorphism spreads through consultants, auditors, and professional communities, standardising ESG language while masking functional gaps.

A common illustration is the publication of net-zero strategies or TCFD-shaped reports that closely resemble UK exemplars while the organisation lacks data infrastructure for Scope 3 accounting or credible transition planning (World Bank, 2022; IFC, 2021). The point is not that imitation is inherently deceptive; it is that imitation is a predictable response when legitimacy is rewarded faster than capability can be built.

Vietnam-specific institutional accounts also emphasise state structure. Ortmann (2017) describes “fragmented authoritarianism”, where overlapping mandates across ministries create permissive conditions for selective compliance. This challenges any text-only alignment claim: alignment can be performed through documentation even when enforcement is inconsistent, because coordination and supervisory capacity—not rule-writing—are the scarce resources.

The institutional lens is strong because it foregrounds mechanisms that activate standards: policy capacity, coordination, assurance, and incentive structures. Its weakness is the risk of over-correction: decoupling can become an assumed endpoint rather than a bounded empirical claim (Kantorowicz & Reznichenko, 2021).

Implication for the research problem (RQ1): an institutional framing prevents the study from equating document similarity with governance similarity. It requires the analysis to explain how policy capacity and fragmentation mediate the adoption–implementation relationship.

3.1.3 Critical synthesis: the “alignment illusion” and the unresolved tension
The contradiction between harmonisation and isomorphism produces a predictable failure mode: operationalising alignment through text and then concluding alignment in governance outcomes. This “alignment illusion” is amplified when computational techniques are used without a theory of institutions. NLP can quantify linguistic proximity and topic emphasis, but it cannot, on its own, warrant claims about enforcement routines or supervisory capability (Bender and Koller, 2020; D’Amour et al., 2020).

Agency Theory also shows why portability cannot be assumed. Its principal–agent story presumes dispersed principals and strong market discipline; in Vietnam, state ownership and relational governance can reshape disclosure incentives. Institutional theory explains performance and decoupling, but it must specify boundary conditions for substantive upgrading. A mechanism-aware hybrid approach is therefore required: treat text-based convergence as an empirical signal, then explain it via capacity, coordination, and incentive mechanisms.

Disciplined compare–contrast clarifies what each paradigm contributes:
· Functionalism highlights efficiency gains from comparability but risks over-inference from text.
· Institutionalism explains legitimacy-driven adoption and decoupling but risks treating capacity constraints as destiny.
· Computational legal analysis scales comparison but risks flattening meaning and encouraging misplaced confidence in measurement.

The unresolved tension is that global standardisation enables comparability and can intensify convergence pressures, yet it can also widen the space for strategic isomorphism and boilerplate reporting when enforcement and capacity do not keep pace (Berg, Koelbel & Rigobon, 2019). The literature has not produced a UK–Vietnam-specific framework that reconciles these forces while using AI/NLP without collapsing measurement into explanation.

Implication for the research problem (closing Theme 1): RQ1 requires an approach that measures textual convergence without mistaking it for functional convergence. This justifies positioning AI/NLP as pattern detection within a broader institutional explanation of capacity, fragmentation, and legitimacy incentives, and it sets the inferential discipline that Themes 2–4 must follow.
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