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sample�consists�of�4,680�observations� from�2009�to�2020.�Using��xed�e�ects�and� random�

e�ects�for�panel�data,�random�e�ects�Tobit,�and�pooled�OLS,�we��nd�that� state�ownership�

decreases� investment� expenditures.�Moreover,� this�negative� impact� is� stronger� if� the��rms�
are��nancially�unconstrained.�Our�results�indicate�that�weak�corporate�governance�and�soft�
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Corporate�investment�is�an�interesting�topic�in��nancial�research�since�it�plays�a�vital�role�in�

shareholders’�wealth.�Modigliani�and�Miller�(1958)�argue�that��rms’�investment�decisions�are�

only�driven�by�pro�table�opportunities.�Nevertheless,�the�real�world�has�many�frictions�that�

may�a�ect�their�investment�decisions.

This�paper� investigates�how�state�ownership� in�uences�corporate�investment� in�Vietnam�

G�H�WR�WKH�IROORZLQJ�PRWLYDWLRQV��)LUVW��WKH�H[WDQW�OLWHUDW�UH�VKRZV�RSSRVLWH�LPSOLFDWLRQV�RQ�WKH�

UHODWLRQVKLS�EHWZHHQ�VWDWH�RZQHUVKLS�DQG�FRUSRUDWH�LQYHVWPHQW��)LUPV�ZLWK� VWDWH�RZQHUVKLS�

KDYH� ZHDNHU� FRUSRUDWH� JRYHUQDQFH� WKDQ� WKRVH� ZLWKR�W� VWDWH� RZQHUVKLS� VLQFH� WKH�� IDFH� D�

“double�agency”�problem.�Managers�tend�to�expropriate�shareholders,�and�politicians�are�likely�

to� follow�social�goals� instead�of�economic�goals.�Therefore,�state-owned��rms�have�higher�

RYHULQYHVWPHQW��&KHQ�HW�DO���������DQG�KROG�OHVV�FDVK��.�VQDGL�HW�DO����������0RUHRYHU��G�H�

to�preferential�treatment�from�the�government,��rms�with�state�ownership�have�better�access�

to�external�funds�and�lower��nancing�costs.�Chang�HW�DO���������DQG�6KDLOHU�DQG�:DQJ��������

VKRZ�WKDW�VWDWH�RZQHUVKLS�UHV�OWV�LQ�KLJKHU�LQYHVWPHQW����6R�]D�HW�DO���������DOVR�VKRZ�WKDW�

�rm�performance�is�improved�after�privatization�across�countries.�However,�some�academics�

DUJ�H�WKDW�WKH�JRYHUQPHQW�LV�FRQVHUYDWLYH�LQ�FRUSRUDWH�LQYHVWPHQW�WR�PDLQWDLQ�D�VWDEOH�EDVH�

for�rent�extraction.�They�document�that��rms�tend�to�underinvest�or�reduce�their�investment�

DIWHU�SULYDWL]DWLRQ��%R�EDNUL�DQG�&RVVHW����������6R�]D�DQG�0HJJLQVRQ���������-DVORZLW]HU�HW�

DO��(2018)��nd�a�negative�e�ect�of�state�ownership�on�corporate�investment�across�European�

FR�QWULHV��+RZHYHU��QR�VW�G��KDV�EHHQ�FRQG�FWHG�RQ�WKLV�WRSLF�LQ�D�WUDQVLWLRQ�HFRQRP��

Second,�in�a�transition�economy�like�Vietnam,��rms�with�state�ownership�have�strong�footholds�

DFURVV� LQG�VWULHV��%HIRUH� ������9LHWQDP�ZDV� D� FHQWUDOO��SODQQHG�HFRQRP���PRVW� HFRQRPLF�

DFWLYLWLHV�UHOLHG�RQ������VWDWH�RZQHG�HQWHUSULVHV��6LQFH�������WKH�9LHWQDPHVH�JRYHUQPHQW�KDV�

pursued�the�“Doi�Moi”�policy.�Hence,�a�centralized�economy�is�gradually�replaced�by�a�market�

economy.�Along�with�the�“Doi�Moi”,�the�government�started�privatizing�100%�state-owned�

�rms,�encouraging�the�private�sector�to�participate�in�most�industries�(Dang�HW�DO����������7KH�

JRYHUQPHQW�LQWHQGV�WR�KROG�RYHU�����RI�VKDUHV�LQ�VRPH�NH��HQWHUSULVHV�DQG�WULHV�WR�UHG�FH�VWDWH�

RZQHUVKLS�LQ�PRVW�VWDWH�RZQHG�HQWHUSULVHV���V�D�UHV�OW��PRVW�HQWHUSULVHV�KDYH�GHYHORSHG�WKHLU�

E�VLQHVV�DFWLYLWLHV�DQG�KDG�EHWWHU�SHUIRUPDQFH�DIWHU�SULYDWL]DWLRQ��+RZHYHU��WKH�SULYDWL]DWLRQ�

process�has�been�conducted�slowly�due�to�many�reasons.�Therefore,�state-owned��rms�have�

EHHQ�SRS�ODU�DQG�VWLOO�SOD�HG�DQ�LPSRUWDQW�UROH�LQ�WKH�9LHWQDPHVH�HFRQRP���7KHLU�FRQQHFWLRQV�

with�the�government�are�still�strong�since�their�managers�are�former�government�o�cials,�their�

board�members�are�government�o�cials,�or�their�managers�have�relationships�with�government�

o�cials.�Besides,�the�four�largest�commercial�banks�in�Vietnam,�including�BIDV,�Agribank,�

9LHWFRPEDQN��DQG�9LHWLQEDQN��DUH�VWDWH�RZQHG��7KH�JRYHUQPHQW�PD��WDNH�DGYDQWDJH�RI�WKLV�

opportunity�to�support��rms�with�state�ownership.�However,��rms�with�state�ownership�also�

face�pressure� to�have� safe� and�pro�table� investment�projects� since� the�government�expects�

their�capital�to�be�secure�and�generate�much�pro�t.�Consequently,�our�paper�provides�empirical�

HYLGHQFH�IRU�WKH�JRYHUQPHQW�WR�FRQG�FW�S�EOLF�SROLFLHV�
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To�examine�how�state�ownership�in�uences��rms’� investment�expenditure,�we�consider�

LQYHVWPHQW�H[SHQGLW�UH�DV�D�I�QFWLRQ�RI�VWDWH�RZQHUVKLS�DQG�FRQWURO�YDULDEOHV��:LWK�D�VDPSOH�

RI�������REVHUYDWLRQV�EHWZHHQ������DQG�������ZH�GRF�PHQW�WKDW�VWDWH�RZQHUVKLS�QHJDWLYHO��

a�ects� investment� expenditure.� Besides,� this� impact� is� more� pronounced� in� �nancially�

unconstrained��rms.�This�paper�provides�supporting�evidence�for�the�risk-taking�behavior�of�

state-related��rms,�as�shown�by�Vo�(2018),�John�HW�DO����������DQG�%R�EDNUL�HW�DO����������6WDWH�

ownership�not�only�creates�more�severe�agency�problems�but�also�helps��rms�engage�in�less�

risk-taking.�Moreover,�it�shows�that��rms�with�high�state�ownership�still�have�low�investment�

H[SHQGLW�UH� LQ� D�ZHDN� FRUSRUDWH� JRYHUQDQFH� HQYLURQPHQW��:HDN� FRUSRUDWH� JRYHUQDQFH� LQ�

Vietnam� is�a�favorable�environment� for�managers�of� state-related��rms�to�divert� resources�

WR�RYHULQYHVWPHQW��+RZHYHU��VWDWH�DJHQFLHV�SUHIHU�VDIH�LQYHVWPHQW��WK�V��FRUSRUDWH�PDQDJHUV�

FDQQRW�LQFUHDVH�LQYHVWPHQW�H[SHQGLW�UH�

7KH� UHVW�RI� WKLV� SDSHU� LV�RUJDQL]HG�DV� IROORZV�� 6HFWLRQ���DQDO�]HV� SULRU� WKHRUHWLFDO�DQG�

empirical�studies.�Section�3�proposes�research�models,�de�nes�variables,�and�presents�the�data�

FROOHFWLRQ�PHWKRG��6HFWLRQ���UHSRUWV�GHVFULSWLYH�VWDWLVWLFV�DQG�UHV�OWV�IURP�YDULR�V�UHJUHVVLRQ�

techniques� to� investigate� how� state� ownership� in�uences� corporate� investment.� Finally,�

VHFWLRQ���LV�WKH�FRQFO�VLRQ�

���/LWHUDWXUH�UHYLHZ�DQG�K�SRWKHVLV�GHYHORSPHQW

Investment� decisions� are� one� of� the� most� important� topic� in� �nancial� management� since�

corporate� investment� determines� the� �rm�value� and� economic�growth.�However,� contrary�

to�Modigliani� and�Miller� (1958),�many� researchers�show� that� several� frictions�make��rms�

LQFUHDVH� RU� GHFUHDVH� WKHLU� LQYHVWPHQW� H[SHQGLW�UH� LQ� SUDFWLFH�� 7KHVH� IULFWLRQV� FRPH� IURP�

WKH�H[WHUQDO�HQYLURQPHQW��LQFO�GLQJ�QDWLRQDO�F�OW�UH��6KDR�HW�DO����������OHJDO�SURWHFWLRQ�RI�

shareholders�and�creditors�(Tran,�2020a;�Xiao,�2013),�economic�policy�(Kang�HW�DO���������

:DQJ�HW�DO�,�2014)�or��rms’��nancial�characteristics�such�as�capital�structure,�cash�holdings,�

cash��ow,��rm�size,�and�ownership�structure�(Chen�HW�DO���������7UDQ������E��

�FFRUGLQJ� WR� WKH� DJHQF�� WKHRU��� PDQDJHUV� PD�� H[SURSULDWH� VKDUHKROGHUV� VLQFH� WKH��

U�Q� FRPSDQLHV� RZQHG� E�� VKDUHKROGHUV� �-HQVHQ� DQG�0HFNOLQJ�� �������7R� VWHDO� YDO�H� IURP�

VKDUHKROGHUV��PDQDJHUV�WHQG�WR�LQFUHDVH�LQYHVWPHQW�LQ�QHJDWLYH�139�SURMHFWV��RYHULQYHVWPHQW��

(Richardson,� 2006;� Harford,� 1999).� From� the� agency� relationship� perspective,� �rms� with�

VWDWH� RZQHUVKLS� KDYH� PRUH� VHYHUH� DJHQF�� SUREOHPV� WKDQ� WKRVH� ZLWKR�W� VWDWH� RZQHUVKLS��

6WDWH�RZQHUVKLS� LV� UHSUHVHQWHG�E��SROLWLFLDQV�ZKR�DUH�HYDO�DWHG�PDLQO��E�� SROLWLFDO�VRFLDO�

goals�rather�than�maximizing�shareholders’�wealth�(La�ont�and�Tirole,�1993).�With�a�sample�

RI� ���� REVHUYDWLRQV��%RULVRYD� HW� DO�� (2012)� �nd� that� state� ownership� reduces� governance�

T�DOLW���&KHQ� HW� DO�� (2017)�document� that� state�ownership� increases��rms’�overinvestment�

and�thus�reduces�their�investment�e�ciency�across�64�countries.�Kusnadi�HW�DO���������DUJ�H�

that�state-controlled��rms�have�weaker�corporate�governance�than�non-state-controlled��rms;�

WKHLU�PDQDJHUV�DUH�PRUH�OLNHO��WR�GLYHUW�WKHLU�FDVK�LQWR�RYHULQYHVWPHQW��8VLQJ�D�VDPSOH�RI�

9743��rm-years�from�Chinese��rms�from�1999�to�2007,�they��nd�supporting�evidence�for�the�

DUJ�PHQW��0RUHRYHU��9��DQG�3UDWRRPV�ZDQ��������H[DPLQH�KRZ�VWDWH�RZQHUVKLS�GHWHUPLQHV�
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the�positive�e�ect�of�corporate�governance�on�Vietnamese��rms�over�the�period�2008-2014�and�

�nd�that�state�ownership�tends�to�make�corporate�governance�less�e�ective�in�improving��rm�

SHUIRUPDQFH��1J��HQ�HW�DO���������DOVR�GRF�PHQW�WKDW�VWDWH�RZQHUVKLS�LV�SRVLWLYHO��DVVRFLDWHG�

ZLWK�FDVK�KROGLQJV�LQ�9LHWQDP��8VLQJ�GDWD�IURP�DQQ�DO�HQWHUSULVH�V�UYH�V�FRQG�FWHG�E��WKH�

*HQHUDO�%�UHD��RI�6WDWLVWLFV�DQG�3URYLQFLDO�&RPSHWLWLYHQHVV�,QGH[��3&,��V�UYH�V�IURP������

WR�������/H�HW�DO��(2021)�show�that��rms�with�state�ownership�have�total�factor�productivity.�

0RUHRYHU��+R�HW�DO��(2021)�document�that�Vietnamese��rms�with�higher�state�ownership�tend�

to�engage�in�more�risk-taking.�These�prior�studies�imply�that��rms�with�state�ownership�su�er�

ZHDN�FRUSRUDWH�JRYHUQDQFH��DQG�WK�V�WKHLU�PDQDJHUV�WHQG�WR��VH�UHVR�UFHV�IRU�RYHULQYHVWPHQW��

In�other�words,��rms�with�state�ownership�have�higher�investment�expenditure.

Moreover,� the� soft� budget� constraint� theory� states� that� the� government� facilitates��rms�

ZLWK�VWDWH�RZQHUVKLS�WR�UDLVH�H[WHUQDO�I�QGV��.RUQDL���������&KDQJ�HW�DO���������VKRZ�WKDW�

these� �rms� obtain�on-balance� sheet� bank� loans�while�private� �rms� depend�on� o�-balance�

VKHHW� ORDQV� DQG� IDFH� FUHGLW� VSUHDG�� 0HJJLQVRQ� HW� DO�� ������� DOVR� GRF�PHQW� D� QHJDWLYH�

LPSDFW�RI�VWDWH�RZQHUVKLS�RQ�FDVK�KROGLQJV�VLQFH�WKH�VRIW�E�GJHW�FRQVWUDLQW�JRHV�ZLWK�VWDWH�

RZQHUVKLS�� &RQVLVWHQWO��� 6KDLOHU� DQG�:DQJ� �������� %RULVRYD� DQG�0HJJLQVRQ� �������� DQG�

%RULVRYD� HW� DO�� ������� VKRZ�D� QHJDWLYH� UHODWLRQVKLS�EHWZHHQ�VWDWH�RZQHUVKLS� DQG� WKH�FRVW�

of� debt��nancing.�Better� access� to� credit� and� lower�cost�of� external��nancing�make��rms�

LQFUHDVH� WKHLU� LQYHVWPHQW� H[SHQGLW�UH��+RZHYHU�� SULRU� UHVHDUFK� DOVR� SURYLGHV� LPSOLFDWLRQV�

IRU�D�QHJDWLYH�UHODWLRQVKLS�EHWZHHQ�VWDWH�RZQHUVKLS�DQG�LQYHVWPHQW�H[SHQGLW�UH��-RKQ�HW�DO��

�������SRVLW�WKDW�WKH�JRYHUQPHQW�WHQGV�WR�SUHIHU�D�VDIH�LQYHVWPHQW�WKDW�JLYHV�LW�D�VWDEOH�EDVH�

IRU� UHQW� H[WUDFWLRQ��%R�EDNUL�HW�DO�� �������DOVR�DUJ�H�WKDW� VWDWH�RZQHUV� DUH�ULVN�DYHUVH�DQG�

document�an�adverse�e�ect�of�state�ownership�on�corporate�risk-taking�across�57�countries.�

0HJJLQVRQ�HW�DO��(1994)�investigate��rm�performance�before� and�after�privatization�across�

18�countries�and��nd�that��rms�tend�to�underinvest�during�the�pre-privatization�period.�With�

a�sample�of�79��rms�in�21�developing�countries�during�the�period�1980-1992,�Boubakri�and�

Cosset�(1998)�show�that�state�ownership�reduces�corporate�investment,�and��rms�signi�cantly�

increase�their�investment�expenditure�after�privatization.�D’Souza�and�Megginson�(1999)��nd�

FRQVLVWHQW�HYLGHQFH�DFURVV����LQG�VWULDOL]HG�FR�QWULHV�IURP������WR���������6R�]D�HW�DO���������

investigate�how�state�ownership�determines��rm�performance�in�23�OECD�members�and�that�

privatization�(i.e.,�reduction�of�state�ownership)�improves��rm�pro�tability,�e�ciency,�output,�

DQG� LQYHVWPHQW� H[SHQGLW�UH�� -DVORZLW]HU�HW� DO�� (2018)� document� a� negative� e�ect� of� state�

ownership�on�corporate�investment�in�624�European��rms.�Consistently,�Vo�(2018)��nds�that�

state�ownership�has�a�negative�impact�on�corporate�risk-taking�in�Vietnam.�When��rms�with�

VWDWH�RZQHUVKLS�DUH�OHVV�ZLOOLQJ�WR�WDNH�ULVNV��WKHLU�LQYHVWPHQW�WHQGV�WR�EH�ORZHU��.�ER�DQG�

3KDQ��������DQG�7UDQ�HW�DO��(2014)�show�that�Vietnamese�listed��rms�have�better�performance�

ZKHQ�WKH��KDYH�KLJKHU�VWDWH�RZQHUVKLS�

&RQVHT�HQWO��� ZH� K�SRWKHVL]H� WKDW� VWDWH� RZQHUVKLS� KDV� D� QHJDWLYH� UHODWLRQVKLS� ZLWK�

LQYHVWPHQW�H[SHQGLW�UH�

+���6WDWH�RZQHUVKLS�LV�QHJDWLYHO��UHODWHG�WR�FRUSRUDWH�LQYHVWPHQW�
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���5HVHDUFK�PHWKRG

�����R�HO��DQ���D�LDEOH�

)ROORZLQJ�7UDQ������E���0F/HDQ�HW�DO����������DQG�&KHQ�HW�DO����������ZH�FRQVLGHU�LQYHVWPHQW�

H[SHQGLW�UH�DV�D�I�QFWLRQ�RI�VWDWH�RZQHUVKLS�DQG�FRQWURO�YDULDEOHV�DV�IROORZV�
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ZKHUH� ,19� LV� LQYHVWPHQW� H[SHQGLW�UH�� 67�� LV� VWDWH� RZQHUVKLS�� 73%� LV� 7RELQ�V� 4� ZKLFK�

represents� investment� opportunities.� According� to� Modigliani� and� Miller� (1958),� �rms�

LQFUHDVH�WKHLU�LQYHVWPHQW�H[SHQGLW�UH�ZKHQ�WKH��KDYH�PRUH�LQYHVWPHQW�RSSRUW�QLWLHV��352�LV�

�rm�pro�tability.�Firms�with�higher�pro�tability�have�more�resources�for�investment�projects.�

CAF� is� cash� �ow.�CAS� is� cash� holdings.� Firms� with� high� cash� levels� are� ready� to� seize�

emerging�pro�table�projects,�and�thus�they�tend�to�have�higher�investment.�DEB�is�the�debt�

ratio.�SIZ�is��rm�size.�High�debt�ratio�and�small�size�increase�the�cost�of�external��nancing,�

ZKLFK� LQ� W�UQ� UHG�FH�FRUSRUDWH� LQYHVWPHQW� �&KHQ�HW� DO������������HW� DO��� �������6LQFH� WKH�

dependent�variable�may�have�reverse�e�ects�on�control�variables�(i.e.,�Tobin’s�Q,�cash��ow,�

cash�holdings,�debt�ratio,�and��rm�size),�we�use�the��rst�lags�of�control�variables�to�eliminate�

this�endogeneity�problem.�Table�1�presents�de�nitions�of�all�variables.

7DEOH����Variable�de�nitions

9DULDEOHV 9DULDEOH�QDPHV De�nitions

,19 ,QYHVWPHQW &DSLWDO�H[SHQGLW�UH�LQ��HDU�W
7RWDO�DVVHWV�LQ��HDU�W����

67� 6WDWH�RZQHUVKLS 3HUFHQWDJH�RI�VKDUHV�KHOG�E��JRYHUQPHQW�DJHQFLHV

72% 7RELQ�V�4 0DUNHW�YDO�H�RI�HT�LW����ERRN�YDO�H�RI�GHEW�LQ��HDU�W��
7RWDO�DVVHWV�LQ��HDU�W��

352 Pro�tability 1HW�LQFRPH�LQ��HDU�W��
7RWDO�DVVHWV�LQ��HDU�W��

&�) Cash��ow Operating�cash��ow�in�year�t-1
7RWDO�DVVHWV�LQ��HDU�W��

&�6 &DVK�KROGLQJV &DVK�FDVK�HT�LYDOHQWV�DQG�VKRUW�WHUP�LQYHVWPHQW�LQ��HDU�W��
7RWDO�DVVHWV�LQ��HDU�W��

�(% �HEW�UDWLR 7RWDO�OLDELOLWLHV�LQ��HDU�W��
7RWDO�DVVHWV�LQ��HDU�W��

6,= )LUP�VL]H 1DW�UDO�ORJDULWKP�RI�WRWDO�DVVHWV�LQ��HDU�W��

6RXUFH����WKRUV��FRPSLODWLRQ
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�����D�D

Our� data� cover� non-�nancial� �rms� listed� in� both� Hanoi� and�Ho�Chi�Minh� City� Stock�

Exchanges�between�2009�and�2020.�We�eliminate��nancial��rms�since�they�follow�di�erent�

DFFR�QWLQJ�VWDQGDUGV�DQG�OHJDO�UHJ�ODWLRQV���FFR�QWLQJ�LQIRUPDWLRQ�DQG�VWDWH�RZQHUVKLS�

are� provided� by� the� Fiinpro� database.� After� �rm-years� with� missing� information� are�

deleted,�our�sample�has�4,680�observations�from�587��rms.�To�ensure�that�our�regression�

results�are�not�in�uenced�signi�cantly�by�outliers,�we�winsorize�all�variables�at�1%.�We�

also�employ�3%�and�5%�of�winsorization�as�robustness�checks�and��nd�that�our��ndings�

DUH��QFKDQJHG�

���(PSLULFDO�UHVXOWV

�����D�D��H�F�LS�LRQ

7DEOH���GHVFULEHV�R�U�GDWD��3DQHO���UHSRUWV�WKDW�FDSLWDO�H[SHQGLW�UH�DFFR�QWV�IURP����WR�����

RI�WRWDO�DVVHWV��)URP�DQ�HFRQRPHWULF�SHUVSHFWLYH��LQYHVWPHQW�H[SHQGLW�UH�LV�OHIW�FHQVRUHG��,WV�

PHDQ� LV�����2Q�DYHUDJH�� VWDWH�RZQHUVKLS�LV������7KH�PD[LP�P�YDO�H�RI�VWDWH�RZQHUVKLS�

LV������7RELQ�V�4�YDULHV�IURP�����WR������DQG�LWV�PHDQ�LV������KLJKHU�WKDQ������LQ�WKH�VW�G��

conducted�by�Tran�(2020b).�This� implies�that�Tobin’s�Q�of� listed��rms�in�Vietnam�tends�to�

LQFUHDVH�RYHU�WKH�SHULRG������������7KH�GHVFULSWLYH�VWDWLVWLFV�RI�RWKHU�YDULDEOHV�LQGLFDWH�WKDW�

WKH��DUH�DSSURSULDWH�IRU�V�EVHT�HQW�UHJUHVVLRQ�DQDO�VLV��)�UWKHUPRUH��3DQHO�%�VKRZV�WKDW�WKH�

number�of��rms�rises�sharply�from�2009�to�2012,�then�increases�slightly�in�the�next��ve�years�

DQG�UHPDLQV�VWDEOH�RYHU�WKH�SHULRG������������,Q�DGGLWLRQ��3DQHO�&�VKRZV�WKH�GLVWULE�WLRQ�RI�

observations�based�on�the�Industry�Classi�cation�Benchmark.�Industrials�constitute�42.52%�

RI�REVHUYDWLRQV�LQ�WKH�VDPSOH��7KH�VHFRQG�ODUJHVW�LQG�VWU��LV�FRQV�PHU�JRRGV�ZLWK���������

IROORZHG�E��EDVLF�PDWHULDOV�ZLWK���������7KH� VPDOOHVW� LQG�VWU��DFFR�QWV� IRU�DER�W����RI�

REVHUYDWLRQV�LQ�WKH�GDWD�

7DEOH�����DWD�GHVFULSWLRQ

3DQHO�����HVFULSWLYH�VWDWLVWLFV

9DULDEOHV 1 0HDQ 6� 0LQ 0D�

,19 ����� ���� ���� ���� ����

67� ����� ���� ���� ���� ����

72% ����� ���� ���� ���� ����

352 ����� ���� ����� ���� ����

&�) ����� ���� ���� ����� ����

&�6 ����� ���� ���� ���� ����

�(% ����� ���� ���� ���� ����

6,= ����� ����� ���� ����� �����
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3DQHO�%��Number�of��rms�by�year

�HDU 1 �HDU 1 �HDU 1

���� ��� ���� ��� ���� ���

���� ��� ���� ��� ���� ���

���� ��� ���� ��� ���� ���

���� ��� ���� ��� ���� ���

3DQHO����1�PEHU�RI�REVHUYDWLRQV�E��LQG�VWU�

,QGXVWU� 1 3HUFHQW ,QGXVWU� 1 3HUFHQW

,QG�VWULDOV ����� ����� &RQV�PHU�VHUYLFHV ��� ����

7HFKQRORJ� ��� ���� &RQV�PHU�JRRGV ��� �����

+HDOWK�FDUH ��� ���� %DVLF�PDWHULDOV ��� �����

2LO���*DV �� ���� 8WLOLWLHV ��� ����

6RXUFH����WKRUV��FDOF�ODWLRQ

4.2�The�e�ect�of�state�ownership�on�corporate�investment

Table� 3� presents� estimation� results� to� examine� how� state� ownership� a�ects� corporate�

investment.� Since� our� data� are� an� unbalanced� panel� data,�we� use� both� �xed� e�ects� and�

random� e�ects� regression� for� panel� data.� In� addition,� when� the� dependent� variable� is�

OHIW�FHQVRUHG�DV� VKRZQ�E��3DQHO���RI�7DEOH����7RELW� UHJUHVVLRQ� LV�PRUH�DSSURSULDWH� WKDQ�

2/6� UHJUHVVLRQ� �:RROGULGJH�� �������:H� DOVR� SUHVHQW�7RELW� DQG� SRROHG� 2/6� UHJUHVVLRQ�

results�as�robustness�checks.�We�use�robust�standard�errors�(clustered�by��rms)�for��xed�

e�ects,� random�e�ects,�and�pooled�OLS� regression�models� to�avoid�autocorrelation�and�

KHWHURVFHGDVWLFLW���7KH� UHJUHVVLRQ� UHV�OWV�VKRZ�WKDW� VWDWH�RZQHUVKLS� LV�QHJDWLYHO�� UHODWHG�

to�corporate�investment.�This��nding�is�contrary�to�the�agency�hypothesis�and�soft�budget�

FRQVWUDLQW�K�SRWKHVLV��ZKLFK�DUH�HPSLULFDOO��V�SSRUWHG�E��PDQ��VW�GLHV��&KHQ�HW�DO���������

.�VQDGL�HW�DO���������6KDLOHU�DQG�:DQJ��������%RULVRYD�HW�DO�,�2015).�However,�our��ndings�

DUH� FRQVLVWHQW�ZLWK�-RKQ�HW� DO�� ��������%R�EDNUL�HW� DO�� ��������0HJJLQVRQ�HW� DO�� ��������

DQG���6R�]D�HW�DO����������7KH�LQFHQWLYHV�WR�SURWHFW�JRYHUQPHQW�FDSLWDO�DQG�FUHDWH�VWDEOH�

pro�ts�from�government�capital�are�possible�explanations.�First,��rms�with�state�ownership�

DUH�HVVHQWLDO�LQ�WKH�9LHWQDPHVH�JRYHUQPHQW�V�HFRQRPLF�SROLF���WKHUHIRUH��WKH�JRYHUQPHQW�

LV� ULVN�DYHUVH� DQG� FRQVHUYDWLYH� LQ� LQYHVWPHQW� GHFLVLRQV� �-RKQ� HW� DO��� ������%R�EDNUL� HW�

DO�,� 2013).� Second,� managers� in� state-owned� �rms� are� mostly� government� o�cials� or�

JRYHUQPHQW�QRPLQDWHG�PDQDJHUV��7KHVH�JRYHUQPHQW�UHODWHG�PDQDJHUV�DUH�PRUH�FRQFHUQHG�

DER�W�WKHLU�FDUHHU��FRQVHT�HQWO���WKH��DUH�OHVV�ZLOOLQJ�WR�WDNH�ULVNV��:LWK�D�QHJDWLYH�DWWLW�GH�

towards�risk�and�conservatism�from�the�government,��rms�with�high�state�ownership�may�

PLVV�PDQ��LQYHVWPHQW�RSSRUW�QLWLHV�DQG�KDYH�ORZ�LQYHVWPHQW�H[SHQGLW�UH�

7DEOH�����DWD�GHVFULSWLRQ��FRQWLQ�HG�
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7DEOH����The�e�ect�of�state�ownership�on�corporate�investment

9DULDEOHV Fixed�e�ects Random�e�ects Random�e�ects�Tobit 3RROHG�2/6

,QWHUFHSW �������� ����� ������ ��������

������ ������ ������� �������

67� ��������� ��������� ��������� ���������

������� ������� ������� �������

72% �������� �������� �������� �����

������ ������ ������ ������

352 �������� �������� �������� ��������

������ ������ ������ ������

&�) ������� ����� ����� ��������

������� ������ ������ ������

&�6 �������� ������ ������� ���������

������ ������ ������ �������

�(% ������ ������ ����� �����

������� ������� ������ ������

6,= ��������� ����� ����� ��������

������� ������ ������ ������

,QG�VWU��G�PPLHV 1R <HV <HV <HV

<HDU�G�PPLHV <HV <HV <HV <HV

)�VWDWLVWLFV �������� ��������

:DOG�FKL�VT�DUHG ��������� ���������

1R��REVHUYDWLRQV ����� ����� ����� �����

1RWHV�� t-statistics�are�in�parentheses.�*,�**,�***�denote�statistical�signi�cance�at�10%,�5%,�

DQG�����UHVSHFWLYHO��

6RXUFH����WKRUV��FDOF�ODWLRQ

0RUHRYHU�� LQ� OLQH� ZLWK� 0RGLJOLDQL� DQG� 0LOOHU� �������� ZH� GRF�PHQW� WKDW� 7RELQ�V� 4�

positively�a�ects�capital�expenditure.�Firms�with�higher�investment�opportunities�have�higher�

investment�expenditure.�The�positive�e�ect�of��rm�pro�tability�on�investment�implies�that�

highly�pro�table��rms�have�more�resources�for�their�investment.�Other�control�variables�have�

PL[HG�LPSDFWV�RQ�FRUSRUDWH�LQYHVWPHQW�DFURVV�UHJUHVVLRQ�UHV�OWV�
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7DEOH����The�role�of��nancial�constraint

9DULDEOHV
::�LQGH� )LUP�VL�H �HEW�UDWLR

/RZ +LJK %LJ 6PDOO /RZ +LJK

,QWHUFHSW �������� �������� �������� �������� �������� ��������

������ ������ ������ ������ ������ ������

67� �������� ������ �������� ������ ������� ������

������� ������� ������� ������� ������� �������

72% ������ �������� �������� �������� �������� ��������

������ ������ ������ ������ ������ ������
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&�) ������ ������ �������� ������ �������� ������

������� ������� ������� ������� ������� �������

&�6 �������� �������� �������� �������� �������� ��������

������ ������ ������ ������ ������ ������

�(% ����� ������� ������ ������ ������� ���������

������ ������� ������� ������� ������� �������

6,= ��������� ��������� ��������� ��������� ��������� ���������

������� ������� ������� ������� ������� �������

<HDU�G�PPLHV <HV <HV <HV <HV <HV <HV

)�VWDWLVWLFV �������� ������� �������� ������� ������� ��������

1R��REVHUYDWLRQV� ����� ����� ����� ����� ����� �����

1RWHV��t-statistics�are�in�parentheses.�*,�**,�***�denote�statistical�signi�cance�at�10%,�5%,�and�

����UHVSHFWLYHO��

6RXUFH����WKRUV��FDOF�ODWLRQ

Since�corporate�investment�decisions�rely�on��rms’��nancial�status,�we�extend�our�analysis�

by�examining�the�e�ect�of�state�ownership�on�corporate�investment�by��nancial�constraint.�We�

argue�that��nancial�constraint�re�ects�the�importance�of��rms�in�the�government’s�economic�

SROLF��� WKHUHIRUH�� WKH�JRYHUQPHQW�KDV�KLJKHU� LQFHQWLYHV� WR�EH� ULVN�DYHUVH� DQG�FRQVHUYDWLYH�

in� investment� decisions� of� �nancially� unconstrained� �rms.� This�makes� the� e�ect� of� state�

ownership� on� corporate� investment� in� �nancially� unconstrained� �rms.�We� use� the� yearly�

medians�of�Whited�and�Wu’s�(2006)�score,��rm�size,�and�debt�ratio�to�split�the�data�into�two�

groups.�An�observation�is�considered�as��nancially�unconstrained�in�a�year�if�its�WW�score�

(debt�ratio)�is�lower�than�the�year�median�or�its��rm�size�is�bigger�than�the�year�median.�We�

estimate�Equation�(1)�for�the��nancially�constrained�and�unconstrained�sub-samples.�We�have�

used�six�Hausman�tests�to�compare�regression�results�of��xed�e�ects�and�random�e�ects�and�
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six�Breusch-Pagan�LM�tests�to�compare�regression�results�of��xed�e�ects�and�pooled�OLS.�
For�brevity,�we�do�not�present�them�in�this�paper�but�we��nd�that�the�results�of��xed�e�ects�

are�better� than� those�of� random�e�ects�and�pooled�OLS.�Therefore,�we�present� regression�

results�of��xed�e�ects�models�in�Table�4.�We��nd�that�state�ownership�coe�cients�are�both�
statistically�and�economically�higher�in�the��nancially�unconstrained�group.

����RQFOXVLRQ

7KH� UHODWLRQVKLS� EHWZHHQ� VWDWH� RZQHUVKLS� DQG� FRUSRUDWH� LQYHVWPHQW� LV� D� GHEDWDEOH� WRSLF� LQ�
corporate��nance.�This�study�examines� this�relationship�in�Vietnam�using�a�sample�of�4,680�

observations�for�the�period�2009-2020.�The�results�of�the��xed�e�ects�and�random�e�ects�for�

panel�data,�random�e�ects�Tobit,�and�pooled�OLS�indicate�that�state�ownership�has�a�negative�
LPSDFW�RQ�LQYHVWPHQW�H[SHQGLW�UH��0RUHRYHU��WKLV�QHJDWLYH�UHODWLRQVKLS�LV�PRUH�SURQR�QFHG�LI�

the��rms�are��nancially�unconstrained.�Our�results�imply�that�weak�corporate�governance�and�
soft�budget�constraints�arising�from�state�ownership�may�not�in�uence�investment�decisions.�

Instead,� risk-taking� behavior� is� a� possible� explanation.�As� �rms� with� state� ownership� still�

V�SSRUW� WKH� JRYHUQPHQW�V� HFRQRPLF� SROLF��� JRYHUQPHQW� DJHQFLHV� DUH� PRUH� FRQVHUYDWLYH� LQ�
their� investment�decisions.�Government-controlled��rm�managers� are� typically�appointed�or�

QRPLQDWHG�E��WKH�JRYHUQPHQW��7KH��DUH�PRUH�FRQFHUQHG�DER�W�WKHLU�SROLWLFDO�FDUHHUV�DQG�OHVV�
willing�to�engage�in�risk-taking.�When��rms�with�high�state�ownership�are�risk�averse,�they�tend�

WR�PLVV�PDQ��LQYHVWPHQW�RSSRUW�QLWLHV��&RQVHT�HQWO���WKH��KDYH�ORZHU�LQYHVWPHQW�H[SHQGLW�UH�

Our�paper�suggests�that� investors�should�understand�how�state�ownership�a�ects�corporate�

decisions�when�purchasing�shares�of��rms�with�state�ownership.�In�addition,�policy�makers�should�

enhance�the�privatization�of�state-owned��rms�to�enhance�economic�e�ciency�since��rms�with�
lower�state�ownership�are�less�likely�to�miss�pro�table�investment�opportunities.�Furthermore,�

G�H� WR� WKH� GDWD� �QDYDLODELOLW��� ZH� IDLO� WR� FRQWURO� RWKHU� RZQHUVKLS� YDULDEOHV� V�FK� DV� LQVLGHU�
RZQHUVKLS��RZQHUVKLS�FRQFHQWUDWLRQ��DQG�ODUJH�VKDUHKROGHU�RZQHUVKLS�LQ�WKLV�VW�G���7KHUHIRUH��

I�W�UH�UHVHDUFK�PD��UH�H[DPLQH�WKLV�WRSLF�ZLWK�PRUH�FRQWURO�YDULDEOHV�IRU�EHWWHU�UHV�OWV�

�FNQRZOHGJPHQW�� 7KLV� UHVHDUFK� LV� I�QGHG� E�� )RUHLJQ� 7UDGH� 8QLYHUVLW�� �QGHU� UHVHDUFK�

SURJUDP�)7853�����������
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