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6LQFH WKH RUN RI 0RGLJOLDQL DQG 0LOOHU

WKHUH LV D VL DEOH ERG RI UHVHDUFK

RQ WKH UROH RI FRUSRUDWH VWUXFWXUH HVSHFLDOO

�nancial debt, on �rm performance. It is
LGHO DFNQR OHGJHG WKDW WKH GHFLVLRQV RI

�rm’smanagers on capital structure, de�ned as
the mix of equity and debt in �nance (Brealey
HW DO 2008), play a vital role in helping �rm
WR RSHUDWH VPRRWKO ERU R HYHU

the effect of �nancial leverage on corporate
SHUIRUPDQFH KDV EHHQ LQFRQFOXVLYH LQ WKH

corporate �nance literature. Existing empirical
VWXGLHV KDYH UHSRUWHG DPELJXRXV UHVXOWV RQ

WKLV LVVXH 6RPH VFKRODUV UHSRUW QHJDWLYH

FRUUHODWLRQV EHW HHQ OHYHUDJH DQG FRUSRUDWH

SHUIRUPDQFH VXFK DV -HQVHQ DQG 0HFNOLQJ

0 HUV .LQVPDQ DQG 1H PDQ

(1999), Majumdar and Chhibber (1999).
0HDQ KLOH RWKHUV LQFOXGLQJ 6SHQFH

Jensen (1986),LubatkinandChatterjee (1994),
1LFNHOO HW DO 1LFNHOO DQG 1LFROLWVDV

DQG :HLOO DUJXH D SRVLWLYH DQG

signi�cant relationship. This signals that there
PLJKW QRW EH DQ XQLYHUVDO UHODWLRQVKLS UDWKHU

LW VKRXOG EH D PL HG UHVXOW DUULV DQG 5DYLY

GHSHQGLQJ RQ PDQ IDFWRUV VXFK DV

UHVHDUFK PHWKRGV WKH G QDPLFV RI LQGXVWULHV

HYHQ WKH GLIIHUHQFHV LQ PDQDJHPHQW FXOWXUH

YDU LQJ DFURVV FRXQWULHV :HLOO

Vietnamese construction �rms have made
signi�cant progress sinceGovernment decided

EVW DFW

KH GHEW VLW DWLRQ RI 9LHWQDP FRQVWU FWLRQ VHFWRU LV DQDO ]HG E WKH VW G &RQVWU FWLRQ

�rms in Vietnam are very familiar with using debt. They diversify their capital structure by
7:3 or 70% of leverage and 30% of owners’ equity.In spite of the high �nancial leverage
rate, the increase in sales revenue and the ability to liquidate current debts, the pro�tability,
UHW UQ RQ HT LW UDWH DQG ERRN DO H GHFUHDVHG FRQVLGHUDEO LWK WKH VDPSOH RI OLVWHG

construction companies in Vietnam, this paper analyzes the effects of �nancial leverage
on �nancial performance of construction industry in Vietnam from 2007 to 2011. GLS
estimation has been carried out to analyze the relationship between �nancial leverage and
�nancial performance in Vietnam construction industry during �ve years from 2007 to 2011.
From the results, the �nancial leverage is positively correlated to return on equity, earnings
SHU VKDUH DQG QHJDWL HO UHODWHG WR UHW UQ RQ DVVHW DQG T LFN UDWLR
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WR WUDQVLWLRQ HFRQRP VHYHUDO GHFDGHV DJR ,Q

WKH SDVW PRVW construction �rms in Vietnam
HUH LQ WKH V VWHP RI EXGJHW VXEVLGLHV )LUPV

HUH R QHG E 6WDWH DQG WKHUH LV D HUR

OHYHUDJH OHYHO R HYHU VLQFHYDULRXV FKDQJHV

LQ EXVLQHVV HQYLURQPHQW KDYH PDGH QXPHURXV

FKDQJHV LQ VWUXFWXUH RI WKH GRPHVWLF HFRQRP

VXFK DV WKH SUHYDOHQFH RI SULYDWH FRPSDQLHV

or foreign investment, Vietnamese �rms
KDYH EHHQ H SHFWHG WR RSHUDWH LQGHSHQGHQWO

HQFH EHLQJ ODFN RI FDSLWDO GXULQJ RSHUDWLRQ

OHDGV WR WKH GHPDQG RI XVLQJ GHEW )LUPV KDYH

UHDOL HG WKDW GHEW LV HVVHQWLDO IRU LPSURYLQJ

WKHLU SHUIRUPDQFH DQG PD LPL LQJ WKH YDOXH

of �rms and as well as owners. As the result,
Vietnamese �rms have accepted the using of
�nancial leverage and accessed to this source.
The capital structure of Vietnamese �rms has
been changed gradually. The following �gure
SUHVHQWV WKH SURSRUWLRQ RI GHEW LQ FDSLWDO RI

IRXU LQGXVWULHV LQ 9LHWQDP IURP WR

7UDGH

Construction

0DQXIDFWXULQJ

7UDQVSRUW DQG
Communication

Figure 1. The proportion of debt in capital
E L G VW LHV L 9LHW D

Source: World Bank database 2000-2003

,Q HDUO HDUVRI VW FHQWXU FDSLWDO VWUXFWXUHRI

construction �rms consisted of approximately
SHU FHQW RI GHEW DQG SHU FHQW RI R QHUV

HTXLW 7KLV VHFWRU UHYHDOHG WKH KLJKHVW OHYHO RI

�nancial leverage in comparisonwith the other
WKUHH VHFWRUV KLFK DUH WUDGH PDQXIDFWXULQJ

DQG WUDQVSRUW DQG FRPPXQLFDWLRQ )LJXUH

,Q JHQHUDO WKHVH VHFWRUV WHQGHG WR KDYH

the upward trend in using debt for �nancial
SHUIRUPDQFH ,Q FRQVWUXFWLRQ VHFWRU

DV UDQNHG DW WKH WRS WHQ 9LHWQDP LQGXVWULHV

which were �nanced by the highest level of
debt (BIDV Securities Company, 2013).The
GHEW WR HTXLW UDWLR RI FRQVWUXFWLRQ VHFWRU LV

WKH VHFRQG KLJKHVW RQH DW 8QWLO GHEW

DFFRXQWHG IRU D KHIW SHU FHQW DYHUDJHO LQ

FDSLWDO VWUXFWXUH RI 9LHWQDPHVH FRQVWUXFWLRQ

�rm. In comparison with the last decades,
FDSLWDO VWUXFWXUH FRPSULVHG DURXQG SHU

FHQW RI GHEW 7KLV IDFW SRVHV D TXHVWLRQ DOVR

FUHDW D JDS IRU UHVHDUFK WKDW LV KDW LV WKH

relationship between �nancial leverage and
�nancial performance of construction �rms in
9LHWQDP

Owing to the above con icts of empirical
UHVXOWV WKH SXUSRVHRI WKLV SDSHU LV WR VKHGPRUH

light on the relationship between �nancial
leverage and �rm performance, espically in
FRQVWUXFWLRQ LQGXVWU LQ 9LHWQDPHVH UHVHDUFK

FRQWH W 9LD WKH DQDO VLV WKH SDSHU LV DOVR

WRRIIHU VRPH VXJJHVWLRQV IRU FRQVWUXFWLRQ

�rms to utilise the tool of �nancial leverage in
order to �nancially perform well in the future.

2. Theoretical framework

D F D H H DJH

,Q DGGLWLRQ WR DYDLODEOH FDSLWDO D FRPSDQ

QHHGV WR PRELOL H H WHUQDO FDSLWDO VRXUFHV LQ

RUGHU WR HQVXUH VPRRWK SURFHVVHV FDSDFLW

expansion, and investment diversi�cation.
7KHVH H WHUQDO FDSLWDO VRXUFHV DUH FDOOHG

liabilities. Myers (1984), Myers and Majluf
DQG 0LOOHU DQG 5RFN VWDWH W R

choices for �rms when increasing borrowings,
which are equitizing and �nancing by debts.
At the �rst glance, most �rms prefer debts
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WR HTXLWL LQJ VLQFH JRLQJ WR HTXLW PDUNHW

FRVWV PXFK PRUH WKDQ WKH RWKHU RQH 0 HUV

1984). Hence, �nancial leverage is a tool for
FRPSDQLHV WR XVH GHEWV RU RWKHU VRXUFHV LWK

LQWHUHVW H SHQVHV WR LQFUHDVH UHWXUQV

3HFNLQJ RUGHU WKHRU LQWURGXFHG E 0 HUV

(1984), states that �rms tent to use their
UHWDLQHG HDUQLQJV LQWHUQDO VRXUFHV EHIRUH

JHQHUDWLQJ H WHUQDO VRXUFHV :KHQ WKH IDFH

LWK WKH VKRUWDJH RI UHWDLQHG HDUQLQJV WKH

LOO ORRN IRU GHEWV KHUHDV HTXLW LV WKH ODVW

FKRLFH

Based on book value, the �nancial leverage
of a business can be de�ned as debt to equity
UDWLR ' ( UDWLR % WKLV UDWLR LQYHVWRUV FDQ

XQGHUVWDQG WKDW KR D FRPSDQ IDFHV LWK

GHEW DQG LWV SD PHQW REOLJDWLRQV 7KHUH DUH

YDULRXV GHFLVLRQV IRU LQYHVWRUV DV HOO DV

R QHUV KHQ DQDO VLQJ WKLV UDWLR )RU H DPSOH

LI WKH VKDUHKROGHUV VWRS FRQWULEXWLQJ HTXLW

WR WKH FRPSDQ WKH FDQ KLJKO OHYHUDJH WR

PDLQWDLQ WKH RSHUDWLRQ RI WKH FRPSDQ 2U

PDQ FRPSDQLHV FRQGXFWHG VKDUH UHSXUFKDVH

E XVLQJ GHEW WKHUHE JDLQLQJ PRUH UHWDLQHG

HDUQLQJV 7KLV UDWLR LV FDOFXODWHG DV %UHDOH

HW DO

'HEW WR HTXLW  
7RWDO 'HEW

7RWDO (TXLW

' ( UDWLR LQGLFDWHV DQ RYHUYLH RI LQYHVWRUV

about a company’s �nancial strength and
VWUXFWXUH 1RUPDOO LI WKLV UDWLR LV JUHDWHU

than 1, a company’s asset is mostly �nanced
E GHEWV DQG YLFH YHUVD D FRPSDQ V DVVHW LV

IXQGHG SULPDULO E R QHUV HTXLW *HQHUDOO

D KLJK ' ( UDWLR SUHVHQWV WKDW HQRXJK FDVK

LV QRW DEOH WR EH JHQHUDWHG WR OLTXLGDWH LWV

OLDELOLWLHV 2WKHU LVH D OR UDWLR VKR V WKDW

the bene�ts which �nancial leverage might
EULQJ DUH QRW IXOO XWLOL HG

D F D SH R D FH

)RU DOO FRPSDQLHV WKH KLJKHVW WDUJHW LV HDUQLQJ

money or gaining pro�t. In order to earn pro�t,
managers have to set many objectives and
goals which are accomplished ef�ciently and
HIIHFWLYHO OO RI WKHVH HIIRUWV WR DSSURDFK

those objectives and goals to reach the �nal
point of pro�t can be seen as performance. In
practices, there are various de�nitions about
SHUIRUPDQFH PVWURQJ RSLQHV

WKDW SHUIRUPDQFH LQFOXGHV ERWK DVSHFWV RI

EHKDYLRUV DQG UHVXOWV WKH SHUIRUPHU LWK DQ

DSSURSULDWH EHKDYLRU LOO DOWHU SHUIRUPDQFH

IURP LGHRORJ WR DFWLRQ HQFH LW LV VHHPHG

WKDW SHUIRUPDQFH LV DQ LQGLFDWRU WR HYDOXDWH

situations and successes of �rms.

)LQDQFLDO SHUIRUPDQFH FDQ EH VHHQ DV

accomplishments and achievements of a�rm in
�nancial activities.To evaluate �nancial health
of a �rm over a period of time, information
on �nancial statements can provide the �rm’s
performance on productivity, pro�tability,
OLTXLGLW RUNLQJ FDSLWDO SHUIRUPDQFH

solvency, repayment capacity, �nancial
ef�ciency, etc. Each of the above criteria
indicates various backgrounds of a �rm’s
�nancial performance as well as its �nancial
SRVLWLRQ )RU H DPSOHV OLT LGLW GHSLFWV WKH

ability of a �rm to accomplish its �nancial
OLDELOLWLHV KHQ WKH DUH RYHUGXH LQFOXGLQJ

SULQFLSDO DQG H SHFWHG UHWXUQ RQ GHEW VRO HQF

LQYROYHV WKH SD PHQW RI DOO GHEWV DIWHU VHOOLQJ

all assets of a �rms; pro�tability VKR V WKH QHW

income of the �rm during �scal year. Thus,
the �nancial performance determines a picture
of a �rm’s �nancial situations which can be
strong or weak in term of pro�t and loss.

Each indicator of �nancial performance
KDV GLIIHUHQW PHDVXUHV WR H SODLQ YDULRXV
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perspective of the indicator. To better re ect
�nancial performance of �rms, in this paper, a
QXPEHU RI LQGLFDWRUV DUH XVHG )RU LQVWDQFHV

TXLFN UDWLR LV XVH WR PHDVXUH OLTXLGLW RI D

�rm; the �rm’s pro�tability measured by
UHWXUQ RQ DVVHWV 52 DQG UHWXUQ RQ HTXLW

52( HDUQLQJ SHU VKDUH (36 DUH HPSOR HG

to indicate how well the �rm’s managers
PD LPLVLQJ VKDUHKROGHU HDOWK

2.3. The effects of �nancial leverage on
�nancial performance

5RVV Sroves that the quality of a �rm
can be re ected by debt. Companies with
JRRG TXDOLW WHQG WR EH IDPLOLDU LWK LVVXLQJ

debt. In other words, �rms which acquire more
GHEW DUH DEOH WR KDYH EHWWHU SHUIRUPDQFH DQG

more pro�tability. Hence, Ross points out the
positive link between �nancial leverage and
�nancial performance. Ferri and Jones (1979)
research the correlation between �nancial
leverage and a �rm’s size. The paper supports
a general view that larger �rms are seemed
to take more advantages since larger �rms
FDQ EH HDVLO UHFHLYHG SUHIHUHQWLDO FDSLWDO

PDUNHWV KLJKHU FUHGLW UDWLQJV IRU LVVXLQJ

GHEW DQG OR HU LQWHUHVW UDWHV ,W DOVR XQYHLOV

WKDW D FRPSDQ PLJKW LPSURYH WKH HDUQLQJV

DIWHU WD HV E XVLQJ OHYHUDJH GXH WR OR HU

interest rates; then, the higher pro�t may
SRVLWLYHO DIIHFW (36 DIWHU WD HV RU GLYLGHQG

payout ratios which contribute partly to �rm’s
�nancial performance.
FFRUGLQJ WR -HQVHQ VLQFH PDQDJHUV

KR KDYH PRUDO KD DUG EHKDYLRUV DUH DEOH WR

DFW XQGHU WKHLU R Q LQWHUHVWV DQG PLQLPL H WKH

�rm’s value, debt is used in order to increase
PRUH SUHVVXUH RQ PDQDJHUV WR SHUIRUP HOO

and increase the �rm’s income. In other
words, �nancial leverage is an appropriate
WRRO WR UHGXFH WKH DJHQF FRVWV DQG WR VKRRW XS

value of �rms since managers are put under
SUHVVXUH WR JHQHUDWH LQWHUHVWV IRU VKDUHKROGHUV

-HQVHQ DQG DYRLG WKUHDW RI EDQNUXSWF

RU OLTXLGDWLRQ *URVVPDQ DQG DUW

-HQVHQ DQG0HFNOLQJ DUULV DQG 5DYLY

DQG 0 HUV VKR WKH IDFW LV WKDW

capital structure of �rms has changed with the
trend of increasing �nancial leverage. High
OHYHO RI GHEW DOVR UHJXODWHV WKH LQYHVWPHQW

GHFLVLRQV RI VKDUHKROGHUV DQG PDQDJHUV

Additionally, there are also con icts between
FUHGLWRUV DQG VKDUHKROGHUV -HQVHQ DQG

Meckling (1976) and Myers (1977) de�ne
WKDW GHEWKROGHUV RU FUHGLWRUV DUH ULVN DYHUVH

If an investment in a project is successful and
higher earnings than the debt value, the pro�t
EHORQJV WR VKDUHKROGHUV 2WKHU LVH LI LW IDLOV

ERWK VKDUHKROGHUV DQG FUHGLWRUV KDYH WR VXIIHU

ORVV 7KXV DJHQF FRVWV EHW HHQ WKHVH W R

SDUWLHV PD FDXVH WKH QHJDWLYH OLQN EHW HHQ

�nancial leverage and �nancial performance.
E H R H S FD HV WV R S H R V

SDSH V

7KHUH LV QR JHQHUDOO DJUHHG UHODWLRQVKLS

between �nancial leverage and corporate
SHUIRUPDQFH DQG WKH PL HG UHVXOWV PLJKW

FRPH IURP WKH GLIIHUHQFHV LQ UHVHDUFK PHWKRGV

WKH D DXWKRUV PHDVXULQJ SHUIRUPDQFH DQG

WKH G QDPLFV RI LQGXVWU DQG WKH GLIIHUHQW

QDWXUH DFURVV FRXQWULHV 7KHRULHV H SODQLQJ

WKH UHODWLRQVKLS FDQ EH FDWHJRUL HG LQ WKUHH

classi�cations. The �rst oneto refer to mainly
DFFRUGLQJ WR LQIRUPDWLRQ DV PPHWULHV DQG

VLJQDOOLQJ 'HEW LV D FRQFHLYDEOH VLJQDO RI WKH

quality of �rms and good quality �rms are more
WHQGLQJ WR LVVXH GHEW 5RVV 7KHUHIRUH

WKLV WKHRU VXJJHVWV WKDW WKH KLJKHVW SHUIRUPLQJ

�rms, those having the more pro�table
LQYHVWPHQWV DFTXLUH PRUH Gebt: Consequently,
D SRVLWLYH UHODWLRQVKLS VKRXOG H LVW EHW HHQ

�nancial leverage and corporate performance.
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The second one to note that debt �nancing
LQFUHDVHV WKH EXUGHQ RQPDQDJHUV WR DFW DV

D UHVXOW RI LW OR HU WKH PRUDO KD DUG EHKDYLRU

by decreasing free cash ow at the disposal
RI PDQDJHUV -HQVHQ FFRUGLQJO

the �rms withthe higher leverage may better
WKHLU SHUIRUPDQFH L H D SRVLWLYH UHODWLRQVKLS

should occur between �nancial leverage and
FRUSRUDWH SHUIRUPDQFH 7KH WKLUG RQH WR DWFK

RXW IRU D KLJKHU OHYHUDJH LPSOLHV KLJKHU DJHQF

FRVWV R LQJ WR WKH GLVSDUDWH LQWHUHVWV EHW HHQ

VKDUHKROGHUV DQG GHEW KROGHUV KLFK HQKDQFH

WKH WRWDO FRVW RI WKH FRPSDQ VR WKDW OHYHUDJH

PD EH QHJDWLYHO OLQNHG WR SHUIRUPDQFH

-HQVHQ DQG 0HFNOLQJ 0 HUV

7KHUHIRUH SUHYLRXV GRFXPHQWV SURYLGH

FRQWUDU FRQWHQWLRQV RQ WKH UHODWLRQVKLSEHW HHQ

�nancial leverage and corporate performance.
7KHUH DUH YDULRXV HPSLULFDO SDSHUV KLFK

KDYH EHHQ FRQGXFWHG WR DQDO H WKH UHOHYDQFH

between �nancial leverage and �nancial
SHUIRUPDQFH 7KH GLIIHUHQW UHVXOWV DUH SRLQWHG

out due to different measures of �nancial
performance. Majumdar and Chhibber (1999)
FROOHFW D QXPEHU RI ,QGLDQ FRPSDQLHV DQG

FRQFOXGHG WKDW WKHUH LV D QHJDWLYH UHODWLRQVKLS

between �nancial leverage and �nancial
SHUIRUPDQFH E FKRRVLQJ WKH PHDVXUHPHQW

of pro�tability as �nancial performance.
)XUWKHUPRUH .LQVPDQ DQG 1H PDQ

by a sample of US �rms, �nd that there is a
negative link between �nancial leverage and
corporate performancemeasured by �rm value
and cash ow.The negative relationship exists
between ef�ciency of �nancial performance
DQG OHYHUDJH LV IRXQG E 0DUJDULWLV DQG

3VLOODNL 7KH HPSKDVL H WKDW WKH

KLJKHU OHYHO RI OHYHUDJH OHDGV WR WKH GHFUHDVH

in the �nancial performance.
1HYHUWKHOHVV WKHUH DUH PDQ DXWKRUV KR

KDYH WKH UHYHUVH DUJXPHQW RQ WKH FRUUHODWLRQ

between �nancial leverage and �rm’s
SHUIRUPDQFH DLP DQG 0DUVKDOO

opine that when a �rm is �nanced by debt,
WKH R QHUVKLS DPRQJ VKDUHKROGHUV DQG

ERQGKROGHUV LV QRW GLOXWHG ,Q IDFW E XVLQJ

debt, a �rm becomes more adaptable to
XQSUHGLFWHG FLUFXPVWDQFHV 0RUHRYHU WKH

FRQFOXGH WKDW GHEW FDQ H DJJHUDWH WKH UHWDLQHG

earnings to �rm’s owners if return on assets is
KLJKHU WKDQ WKH FRVW RI GHEW HQFH WKH PRUH

debt is �nanced, the higher return on equity
a �rm can earn. On the other hand, if a �rm
IDFHV LWK D KLJKHU FRVW RI GHEW WKDQ UHWXUQ RQ

DVVHWV HDUQLQJV SHU VKDUH LOO EH GLPLQLVKHG

/DVKHU VWURQJO VXSSRUW WKDW WKHUH LV D

ULVH LQ VKDUHKROGHU UHWXUQV KHQ LQFUHDVLQJ WKH

GHEW WR HTXLW UDWLR R HYHU /DVKHU

EHOLHYHV WKDW HDUQLQJV SHU VKDUH SRVLWLYHO

correlates to �nancial leverage.
-HQVHQ DUJXHV WKDW LI D FRPSDQ XVHV

low levels of �nancial leverage, it will lead to
limited and unsustainable cash ows; hence,
LQYHVWPHQW RSSRUWXQLWLHV DV HOO DV OHYHO RI

diversi�cation will be decreased. However,
*LEEV SUHVHQWV WKDW LQYHVWPHQW

opportunity has no correlation with �nancial
OHYHUDJH 6LQFH PDQDJHUV DO D V DQW WR DYRLG

ULVNV WKH PLJKW FKRRVH WR LQYHVW HDUQLQJV DIWHU

taxes in projects. Therefore, leverage is able to
EH UHGXFHG GGLWLRQDOO -HQVHQ LPSOLHV

that a company �nancing high level of debts
might copewith dif�culties tomake payment in
FRPSDULVRQ LWK WKRVH DW OR GHEW OHYHOV

7KH VWXGLHV RI DUULV DQG 5DYLY DQG

7LWPDQ DQG :HVVHOV DUH RSSRVHG WR

HDFK RWKHU DUULV DQG 5DYLY S

state that “leverage increases with �xed assets,
QRQ GHEW WD VKLHOGV JUR WK RSSRUWXQLWLHV

and �rm size and decreases with volatility,
pro�tability, and uniqueness of the product”,
KLFK LV VXSSRUWHG E )DPD DQG )UHQFK
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R HYHU 7LWPDQ DQG :HVVHOV

S DUJXH WKDW UHVXOWV GR QRWSURYLGH VXSSRUW

IRU DQ HIIHFW RQ GHEW UDWLRV DULVLQJ IURP QRQ

GHEW WD VKLHOGV YRODWLOLW FROODWHUDO YDOXH RU

future growth”. Meanwhile, Wijst and Thurik
(1993), RajamandZingales (1995), Chittenden
HW DO DQG 0LFKDHODV HW DO DUJXHV

WKDW LW VKRXOG EH D QHJDWLYH UHODWLRQVKLS

6LPLODUO DOPRVW VWXGLHV VKR D QHJDWLYH

relationship among leverage and pro�tability
VXFK DV FFRUGLQJ WR 0RKDSDWUD KH

exempli�es the negative relationship between
�nancial leverage and pro�tability since a
pro�table �rm has abundant sources of �nance
which are considered as internal funds; the �rm
KDV PRUH FKDQFHV WR XWLOL H LWV LQWHUQDO IXQGV

LQ FDVH LW QHHGV FDVK IRU RSHUDWLRQ HQFH WKH

�rm no longer depends on the external sources
of �nance, particularly �nancial leverage.
6RPH RWKHU HPSLULFDO UHVXOWV DUH SUHVHQWHG RQ

7DEOH DV IROOR LQJ

Table 1- Summary of empirical studies

W R V DWD FROOHFWLR

5HV OWV

7 H H DWL H HODWLR

between:
The positive relation

between:
0LFKDHODV HW

DO

/RWXV 2QH 6RXUFH

'DWDEDVH RI 8. VPDOO

�rms

debt and pro�tability L QRQ GHEW WD VKLHOG DQG

ORQJ WHUP GHEW

(ii) �rm growth and debt
LLL DVVHW VWUXFWXUH DQG GHEW

(VSHUDQFD HW

DO

3RUWXJXHVH VPDOO

manufacturing �rms
leverage and pro�tability Leverage and �rm size,

asset composition, and �rm
JUR WK

XDQJ DQG

6RQJ

Morethan1000Chinese
OLVWHG FRPSDQLHV

leverage and pro�tability Leverage and �rm size,
QRQ GHEW WD VKLHOGV DQG

�xed assets
Sayılgan HW

DO

7XUNLVK

manufacturing �rms
IURP

/HYHUDJH UDWLR DQG

pro�tability and non-tax
GHEW VKLHOG

Leverage ratio and �rm
size and �rm growth

(O GRPLD W 99 �rms from 14 non-
�nancial industries

)LUP JUR WK DQG GHEW

*LOO HW DO PHULFDQ VHUYLFH

�rms
/HYHUDJH DQG

FROODWHUDOL HG DVVHWV DQG

�rm’s pro�tability.
*LOO DQG

0 D W K X U

166 Canadian �rms
OLVWHG IURP

)LQDQFLDO OHYHUDJH DQG

FROODWHUDOL HG DVVHWV

effective tax rate, �rm
performance, and �rm
JUR WK

Financial leverage and �rm
VL H

Source: author’s compilation
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,Q JHQHUDO WKHUH DUH YDULRXV WKHRUHP DQG

HPSLULFDO UHVXOWV KLFK KDYH EHHQ FRQGXFWHG

to analyze the relationship between �nancial
leverage and �nancial performance. Some
UHVXOWV DUH VWLOO FRQWURYHUVLDO KLOH VRPH DUH

VWURQJO VXSSRUWHG

DWD FROOHFWLR D G HVHD F HW RGROR

6D S H VH HFW R D DWD VR FHV

The data is collected from �nancial statements
RI OLVWHG FRQVWUXFWLRQ FRPSDQLHV LQ 9LHWQDP

VHFXULWLHV PDUNHW LQFOXGLQJ 1; DQG 26(

These audited annual �nancial statements
HUH SXEOLVKHG IURP WR %

obtaining from State Securities Commission
HEVLWH KWWS VVF JRY YQ DQG KWWS

FDIHI YQ WKHUH DUH TXRWHG FRQVWUXFWLRQ

FRPSDQLHV LQ ERWK 1; DQG 26( FKRVHQ

DV WKH VDPSOH RI WKLV VWXG OO WKH DQQXDO

UHSRUWV DUH GR QORDGHG RQ WKHVH W R DERYH

HEVLWHV )XUWKHUPRUH WKLV GDWD LV SURFHVVHG

WHVWHG DQG DQDO HG E XVLQJ */6 WHFKQLTXH

WR WHVW WKH K SRWKHVLV ,Q RUGHU WR UXQ */6

regression, the data is de�ned as panel data
KLFK REVHUYDWLRQV DUH DW HDU SHULRG DQG

FRQVLVW GLIIHUHQW FRPSDQLHV

+ SRWKHV V D 5HVHD FK R H

% XVLQJ WKH FKRVHQ YDULDEOHV WR DQDO H WKH

relationship between �nancial leverage and
�nancial performance, the hypothesis for
WKH FROOHFWHG REVHUYDWLRQV XQGHU WKH DERYH

DVVXPSWLRQV LV WKDW

: Financial leverage has a positive impact
on �nancial performance of construction
LQG VWU LQ 9LHWQDP

)URP WKH K SRWKHVLV WKH H SHFWHG PXOWLSOH

UHJUHVVLRQ PRGHO LV

Performance = α + β ' (
L
+ β /RJ6DOHV

L
+ ε

L

,Q KLFK WKHGHSHQGDQWYDULDEOHRISHUIRUPDQFH

FDQ EH PHDVXUHG E VHYHUDO D V

Return on equity (ROE):,W UHSUHVHQWV WKH

QHW LQFRPH RYHU D GROODU RI VKDUHKROGHUV

HTXLW FFRUGLQJ WR 0RGLJOLDQL DQG 0LOOHU

V SRVLWLRQV DV HOO DV HPSLULFDO

results, return on equity is related to �rm’s
�nancial leverage. 0RGLJOLDQL DQG 0LOOHU

’s position 2 states that when a �rm
LQFUHDVHV WKH OHYHO RI GHEW WKH KLJKHU OHYHO RI

H SHFWHG UHWXUQ RQ HTXLW LV ,W FOHDUO VKR V

the positive impact on �nancial leverage.
GGLWLRQ WR WKH 0RGLJOLDQL DQG 0LOOHU

V SURSRVLWLRQ WKH HPSLULFDO UHVXOWV

RI :DU DQG 3ULFH /DVKHU

DQG DLP DQG 0DUVKDOO DOVR VXJJHVW

VKDUHKROGHU UHWXUQ LV H SHFWHG WR VKRRW XS

KHQ LQFUHDVLQJ WKH GHJUHH RI ERUUR LQJV

Return on assets (ROA): 5HWXUQ RQ DVVHWV LV

FRQVLGHUHG DV D SUR RI HLJKWHG DYHUDJH

FRVW RI FDSLWDO V 0RGLJOLDQL DQG 0LOOHU

V SRVLWLRQ DQG WUDGLWLRQDOLVWV

opinionsshow,return onassetdecreases as�rm
LQFUHDVHV GHEW WR HTXLW UDWLR XQWLO UHDFKLQJ

WKH RSWLPDO SRLQW HQFH LW LV VXSSRVHG WR EH

D QHJDWLYH LPSDFW RQ GHEW 7KH KLJKHU OHYHO RI

GHEW LV WKH OR HU UHWXUQ RQ DVVHWV UDWH LV

(DUQLQJV SHU VKDUH DIWHU LQWHUHVW DQG

taxes (EPS):7KLV LQGLFDWRU UHSUHVHQWV WKH

pro�tability of the company. After deducting
all expenses and taxes, a �rm divides the
HDUQLQJV DIWHU WD HV E WKH QXPEHU RI VKDUHV

RXWVWDQGLQJ WR FDOFXODWH HDUQLQJV SHU VKDUH

0DQ DXWKRUV VXFK DV KPHG DQG .KDEDED

DQG O 0DOND L RSLQH WKDW (36

isadeterminantof�nancialperformance.Since
earnings per share is a proxy of pro�tability,
many papers prove that pro�tability and
�nancial leverage have a negative relationship
such as Titman and Wesels (1988), Rajan and
Zingales (1995), Van der Wijst and Thurik
(1993), Chittenden et al. (1996), Michaelas
HW DO DQG 2RL )XUWKHUPRUH
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0 HUV DQG 7LWPDQ DQG :HVVHOV

consider that these �rms have enough internal
funds to �nance the operation, external
VRXUFHV DUH QRW QHFHVVDU ,Q VKRUW LW VKRXOG

be a negative relationship between �nancial
and pro�tability (i.e. earnings per share)

Quick ratio (QR): 7KLV PHDVXUHPHQW LV

de�ned as (current assets – inventory)/current
OLDELOLWLHV 7KLV UDWLR GHWHUPLQHV WKH OLTXLGDWLRQ

of a �rm when using debt. Kinsman and
Newman (1999) recommend that cash ows
within the �rm and the �naQFLDO OHYHUDJH DUH
negative related. When the �rm increases the
level of debt, cash ow is not guaranteed to be
DEXQGDQW WR RSHUDWH KLFK LQ WXUQ DIIHFWV WKH

liquidation of the �rm. Hence, it is assumed
WKDW ERUUR LQJV KDYH D QHJDWLYH LPSDFW RQ

TXLFN UDWLR

HSHQGDQW DULDEOH HEW WR HT LW UDWLR

( 7KLV LQGLFDWRU VKR V WKH UHOHYDQFH

between a �rm’s debt and equity. Although
WKLV UDWLR LV FDOFXODWHG E WKH ERRN YDOXH

PDQ DXWKRUV KDYH WDNHQ LW DV D YDULDEOH WR

analyze the impact of debt on a �rm’s �nancial
SHUIRUPDQFH 6LQFH 0 HUV RSLQHV WKDW

GHEWV DUH VXSSRUWHG PRUH E DVVHWV RU R QHUV

HTXLW GHEW WR HTXLW UDWLR LV PRUH SUHIHUDEOH

DQG LGHO XVHG

&RQWURO DULDEOH KH QDW UDO ORJDULWKP RI

sales (LogSales):7KLV LQGLFDWRU LV FRQVLGHUHG
as the representation of �rm size. Normally,
a �rm’s scale is large enough to generate
KLJK VDOHV UHYHQXH LI LW RSHUDWHV HIIHFWLYHO

GGLWLRQDOO WKH QDWXUDO ORJDULWKP RI VDOHV

LQGLFDWHV WKH JUR WK UDWH RI VDOHV GXULQJ WKH

JLYHQ SHULRG HQFH LW SURYLGHV LQIRUPDWLRQ

about the capacity of the �rm. Normally,
larger �rms tend to diversify assets and afford
more the costs of �nancial shock (Rajan and
Zingales, 1995). Rajan and Zingales (1995)
DOVR SURYH WKH SRVLWLYH LPSDFW RI OHYHUDJH RQ

QDWXUDO ORJDULWKP RI VDOHV

)L GL V D G D DO VLV

7KLV SDUW FRPSULVHV WKUHH PDLQ VHFWLRQV

which present entirely the empirical �ndings
of this paper. The �rst section describes data
VWDWLVWLF WR HVWLPDWH WKH JHQHUDO SLFWXUH RI

using �nancial leverage of construction �rms
LQ 9LHWQDP 7KH IROOR LQJ VHFWLRQ SUHVHQWV

WHVWV XVLQJ IRU WKH PRGHO LQ RUGHU WR DVVXUH

WKDW IRXU DVVXPSWLRQV DUH DSSOLHG )LQDOO

WKH HPSLULFDO UHVXOWV DQG H SODQDWLRQ DUH

SUHVHQWHG E UXQQLQJ WKH PXOWLSOH UHJUHVVLRQ

HVWLPDWLRQ

Descriptive statistics
7KH IROOR LQJ WDEOH SUHVHQWV WKH VWDWLVWLF RI

construction sector in Vietnam during �ve
HDUV IURP WR

Table 4: Descriptive statistics

9DULDEOH 0HDQ WG H 0LQ Max
( UDWLR

5HW UQ RQ DVVHW

5HW UQ RQ HT LW

(DUQLQJV SHU VKDUH

4 LFN UDWLR

/RJDULWKP RI DOHV

Source: SPSS outputs
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7KH DERYH WDEOH VKR V WKDW DOO FRQVWUXFWLRQ

�rms inVLHWQDPKDYH XVHG GHEW WR UXQEXVLQHVV

,Q DYHUDJH GHEW WR HTXLW UDWLR RI

LQGLFDWHV WKDW GHEW PDNHV XS D VL HDEOH SHU

FHQW RI WKH FDSLWDO VWUXFWXUH 6RPH FRPSDQLHV

FDQ ERUUR PRQH IURP H WHUQDO VRXUFHV LWK

WKH DPRXQW XS WR QHDUO WHQ WLPHV KLJKHU WKDQ

HTXLW R HYHU WKH SHUFHQWDJH RI UHWXUQ RQ

equity is just around seventeen per cent. While
VRPH RWKHUV PD JHW D KHIW SHU FHQW UHWXUQ

RQ HTXLW VRPH RSHUDWH LQHIIHFWLYHO DQG VXIIHU

ORVV 7KH PLQLPXP YDOXH LV KLFK

VKR V WKDW VRPH FRPSDQLHV FRSH LWK WKH ORVV

YDOXH LV HVWLPDWHG DW SHU FHQW RI WKH WRWDO

YDOXH RI R QHUV HTXLW *HQHUDOO 9LHWQDPHVH

construction �rms use debt ineffectively since
LWK DURXQG SHU FHQW RI GHEW LQ FDSLWDO

VWUXFWXUH HDUQLQJV IRU R QHUV HTXLW LV RQO

D OR UDWH :H KDYH UHWXUQ RQ DVVHW HTXDO

DQG ' ( LV WLPHV KLFK PHDQ LQ

91' LQ QHW LQFRPH LOO JHQHUDWHG

IURP GHEW DQG LOO JHQHUDWHG E HTXLW

)XUWKHUPRUH HDUQLQJV SHU VKDUH DUH 91'

SHU HDU LQ DYHUDJH EXW WKHUH DUH VRPH

�rms which cope with annual loss of around
91' SHU VKDUH LQ FRPSDULVRQ LWK

RWKHUV KLFK FDQ JHW PRUH WKDQ 91'

VKDUH HDU ,W VKR V WKDW PRVW FRQVWUXFWLRQ

�rms in Vietnam can earn pro�t.. In order to
DGDSW WR WKH LPSUHVVLYH LQFUHDVH WKH FDSDFLW

or scale of these �rms has also expanded. A
PRGHVW HOHYHQ SHU FHQW LV WKH DQQXDO JUR WK

UDWH RI VDOHV UHYHQXH OWKRXJK WKHUH LV DQ

LQFUHDVH LQ VDOHV UHYHQXHV WKH UHWXUQ RQ HTXLW

LV VWLOO OR ,W PHDQV WKDW WKH ULVH LQ FRVWV OHDGV

to the decrease in net income of these �rms
KLFK FDXVHV WKH OR UHWXUQ RQ HTXLW UDWH

7KLV IDFW UDLVHV WKH DVVXPSWLRQ WKDW WKH FRVW

management of Vietnamese construction �rm
LV HDN DQG LQHIIHFWLYH 1H W LQGLFDWRU LV TXLFN

UDWLR DYHUDJH KLFK LV DURXQG 7KLV LV D YHU

good point since these �rms have quick asset
just equal current assets, which means they can
SD RII LWV FXUUHQW OLDELOLWLHV LWKRXW VHOOLQJ

any long-term assets. Overall, these �rms
KDYH PDNH EDODQFH EHW HHQ WKHLU VKRUW WHUP

assets and long-term assets to make pro�t in
VDIH FRQGLWLRQ /DVW EXW QRW OHDVW DYHUDJH ERRN

value of these �rms’ share is near VND 11,000
KLOH WKH KLJKHVW QHW DVVHW YDOXH SHU VKDUH LV

91'

7DEOH R HODWLR DW L

52 52( (36 4XLFN UDWLR ' (

52

52(

(36

4XLFN UDWLR

' (

Source: SPSS outputs
7KH DERYH WDEOH VKR V WKH GHJUHH RI LQWHU

FRUUHODWLRQ RI YDULDEOHV LQFOXGLQJ GHSHQGHQW

DQG LQGHSHQGHQW YDULDEOHV 5HWXUQ RQ DVVHWV

DQG UHWXUQ RQ HTXLW DUH FRUUHODWHG VWURQJO

DQG SRVLWLYHO DW 7KH SRVLWLYH

FRUUHODWLRQ EHW HHQ UHWXUQ RQ DVVHWV DQG

UHWXUQ RQ HTXLW LV H SHFWHG VLQFH WRWDO DVVHW

LV HTXDO WR WKH VXP RI WRWDO OLDELOLWLHV DQG

VKDUHKROGHUV HTXLW RQ WKH EDODQFH VKHHW 7KH

OHIW KDQG VLGH DQG WKH ULJKW KDQG VLGH RI WKH

EDODQFH VKHHW DUH VXSSRVHG WR EH HTXDO LQ DQ

FLUFXPVWDQFHV HQFH WKLV IRUPXOD VKR V WKH

VWURQJ UHODWLRQVKLS EHW HHQ DVVHW DQG HTXLW

which re ects these �rms’s use of �nancial
OHYHUDJH PRUH WKDQ GHEW :KHQ WHVWLQJ WKH

FRUUHODWLRQ WKH YDULDEOHV KLFK LQYROYH LQ

DVVHW DQG HTXLW DUH H SHFWHG WR UHODWH LWK

each others. However, ROE and EPS are just
possible positive when they have r just equal

KLFK PHDQV RQO RI (36 FDQ

EH SUHGLFWHG IURP 52( ,W PD EH FDXVHG E

WKH VL H RI VKDUH RXWVWDQGLQJ
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Assumption tests
Breusch-Pagan/Cook-Weisberg test for
KHWHURVNHGDVWLFLW VKR V WKDW FKL  S

 VKR LQJ VLJQDO RI KHWHURVNHGDVWLFLW

7KLV FRQFOXVLRQ LV VXSSRUWHG YLD :KLWH WHVW

LWKFKL  S :RROGULGJH

WHVW IRU DXWRFRUUHODWLRQ LQ SDQHO GDWD VKR WKDW

)  S  LQGLFDWLQJ DQ

DXWRFRUUHODWLRQ DQG KHWHURVNDGHVFLW SUREOHP

LWKLQ WKH GDWDVHW :H LOO XVH UREXVW RSWLRQ

SDQHOV KHWHURVNHGDVWLF DQG FRUU DU WR

FRUUHFW WKHVH YLRODWLRQ ,Q DGGLWLRQ ODJ HDU

IRU WKH GHSHQGDQW YDULDEOH RI ' ( LV XVHG WR

FRQWURO IRU VLPXOWDQHLW %DQVDK HW DO

Empirical results
IWHU DOO WKH WHVWV LQ RUGHU WR JHW WKH

PRVWDFFXUDWH W SLFDO UHJUHVVLRQ HVWLPDWLRQ

IRU WKH SDSHU V K SRWKHVLV JHQHUDOLVHG OHDVWHG

VTXDUH JOV LWK UREXVW VWDQGDUG HUURUV DUH

XVHG IRU UHGXFLQJ PRVW HUURUV

Table 5- Multiple regression estimation
5RE VW VWD GD G H R V

9DULDEOH 0RGHO

52

0RGHO
52(

0RGHO
(36

0RGHO
4XLFNUDWLR

/DJ (

/RJVDOH

DOG FKL

DO H

1RWH:

DQG implies signi�cance at 1% and 10% of
con�dence levels respectively
'HSHQGDQW YDULDEOHV 52 52( (36 DQG

4XLFNUDWLR

- Constants are included but not reported in this table

Source: SPSS outputs

)URP 7DEOH WKHUH DUH VRPH QRWLFHDEOH

UHVXOWV

Debt is negatively and insigni�cantly related
WR UHW UQ RQ DVVHWV

This �nding is consonant with the opinion of
WUDGLWLRQDOLVWV LQ FRPSDULVRQ LWK 0RGLJOLDQL

DQG 0LOOHU V SURSRVLWLRQV DQG DLP

DQG 0DUVKDOO :KHQ XVLQJ WKH KLJKHU

OHYHO RI GHEW WKH PDQDJHUV FDQ XWLOL H PRUH

HIIHFWLYHO WKH H WHUQDO VRXUFHV UDWKHU WKDQ WKH

UHDO DVVHWV LQ RUGHU WR JHQHUDWH HDUQLQJV VLQFH

�rms which are �nanced by debt have to suffer
WKH FRVW RI GHEW DV HOO DV WKH FRVW RI FDSLWDO

3DUWLFXODUO PRVW 9LHWQDPHVH FRQVWUXFWLRQ

�rms use the level of �nancial leverage which
LV DSSUR LPDWHO W R WLPHV KLJKHU WKDQ R QHUV

HTXLW WKXV WKH PDQDJHUV KDYH WR HQVXUH WKDW

they, �rstly, think of generating return from
WKH GHEW WKHQ IURP WKH FRPSDQLHV DVVHWV ,Q

general, in 1,000 VND as net income, �rm
FDQ JHQHUDWHG DV UHWXUQ IURP GHEW DQG

DV UHWXUQ IURP RWKHU DVVHWV

)LQDQFLDO OH HUDJH LV SRVLWL HO DQG

signi�cantly related to ROE
This indicates that �rms which �nance more
GHEW FDQ H SHFW WKH KLJKHU UHWXUQ RQ R QHUV

HTXLW 7KLV UHVXOW VWUHQJWKHQV WKH 0RGLJOLDQL

DQG 0LOOHU V SURSRVLWLRQ DV HOO DV

WKH UHVXOW RI DLP DQG 0DUVKDOO DQG

Lasher (2003). Normally, a �rm decides to
LQFUHDVH ERUUR LQJV IRU LWV SHUIRUPDQFH LQ

order to maximize pro�tability which can
HDUQ KLJKHU LQFRPH IRU VKDUHKROGHUV HQFH

�nancial leverage is expected to increase
UHWXUQ RQ R QHUV HTXLW

)LQDQFLDO OH HUDJH PDLQWDLQV WKH SRVLWL HO

FRUUHODWLRQ LWK (

6LQFH HDUQLQJV SHU VKDUH DIWHU WD HV LV D SUR

of pro�tability, this result shows the positive
relationship between �nancial leverage and
pro�tability. This empirical result is similar
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WR WKH VXJJHVWLRQ RI /DVKHU DQG

contradicts to the �nding of many authors
VXFK DV DLP DQG 0DUVKDOO 9DQ GHU

Wijst and Thurik (1993), Rajan and Zingales
HWF FFRUGLQJ WR 0RKDSDWUD

the pro�table �rms tend to consider its retained
earnings as the �rst priority before seeking out
WR ERUUR LQJV IURP H WHUQDO IXQGV R HYHU

WKH UHVXOW RI WKH PRGHO LV RSSRVHG

,Q RUGHU WR H SODLQ WKLV VLWXDWLRQ H QHHG WR

understand how construction �rms can gain
pro�t. The fact is that, when the Government
LVVXHG PDQ SROLFLHV WR UHJXODWH DQG FRQVWUDLQ

WKH UHDO HVWDWH EXEEOH LQ DQG WKH

construction sector has faces with signi�cant
dif�culties. Demand for construction has
UHGXFHG GUDPDWLFDOO WKH SULFH LQGH RI

FRQVWUXFWLRQ PDWHULDOV DQG HTXLSPHQW KDV

increased together with the rise in in ation,
�nancial crisis of the general economy, etc.
Construction �rms have had to expand
WKHLU EXVLQHVV DFWLYLWLHV LQ RUGHU WR JHQHUDWH

HQRXJK LQFRPH WR PDLQWDLQ WKHLU RSHUDWLRQ

Since a number of construction projects have
IDOO LPSUHVVLYHO WKH KDYH VKLIWHG WR RWKHU

�nancial services such as consultancy and
LQYHVWPHQW RU XWLOL HG WKHGLYLGHQGJDLQHG IURP

investment in the past. Hence, this pro�tability
GRHV QRW FRPH IURP WKH RULJLQDO EXVLQHVV OLQH

DQG EHFRPH XQVWDEOH LQ RSHUDWLRQ OWKRXJK

they have pro�t, they still need to borrow
PRUH 7KLV IDFW LV RSSRVHG WR UHVXOWV RI 0 HUV

DQG 7LWPDQ DQG :HVVHOV KLFK

indicate that pro�table companies prefer their
LQWHUQDO VRXUFHV WR H WHUQDO VRXUFHV

7KH VHFRQG TXHVWLRQ LV WKDW K FRQVWUXFWLRQ

�rms need the leverage sources when they are
pro�table. When securities, gold, real- estate,
DQG IRUHLJQ H FKDQJHV PDUNHWV IDOO GR Q WKH

VXIIHU ORVVHV DQG FDQQRW LWKGUD GXH WR WKH

LGHVSUHDG LQYHVWPHQW DQG WKH LQDSSURSULDWH

capital allocation. Hence, these �rms still earn

pro�t; however, they mostly maintain their
construction and other �nancial activities
EDVHG RQ GHEW

- Financial leverage negatively in uences on
T LFN UDWLR

This �nding is consistent to Jensen (1989).
According to Jensen (1989), a �rm which
JHQHUDWHV KLJKHU OHYHO RI GHEW LV XQDEOH WR

PDNH FXUUHQW SD PHQWV ,W LPSOLHV WKDW WKH

PRUH GHEW LV JHQHUDWHG WKH OR HU OLTXLGDWLRQ

DELOLW LV )RU 9LHWQDPHVH FRQVWUXFWLRQ VHFWRU

quick ratio is not signi�cant related to debt.
In 2011, Vietnamese construction �rms have
a suf�cient quick ratio at 1 which means they
KDYH HQRXJK FXUUHQW DVVHWV WR FRYHU LWV FXUUHQW

OLDELOLWLHV DQG WLOO WDNH WKH DGYDQWDJHV RI ORQJ

term assets. Compare to previous years, debt
is �nanced much more larger..

R FO VLR V D G FR H GDWLR

7KH GHEW VLWXDWLRQ RI 9LHWQDP FRQVWUXFWLRQ

sector is analyzed by the study. Construction
�rms in Vietnam are very familiar with using
GHEW 7KH GLYHUVLI WKHLU FDSLWDO VWUXFWXUH E

RU RI OHYHUDJH DQG RI R QHUV

equity.In spite of the high �nancial leverage
UDWH WKH LQFUHDVH LQ VDOHV UHYHQXHDQG WKH DELOLW

to liquidate current debts, the pro�tability,
UHWXUQ RQ HTXLW UDWH DQG ERRN YDOXH GHFUHDVHG

FRQVLGHUDEO 7KLV UHVXOW LV VHHQ PRUH FOHDUO

LQ KHQ WKH SHUVSHFWLYH RI FRQVWUXFWLRQ

LQGXVWU DV YHU JORRP

*/6 HVWLPDWLRQ KDV EHHQ FDUULHG RXW WR DQDO H

the relationship between �nancial leverage and
�nancial performance in Vietnam construction
industry during �ve years from 2007 to 2011.
From the results, the �nancial leverage is
SRVLWLYHO FRUUHODWHG WR UHWXUQ RQ HTXLW

HDUQLQJV SHU VKDUH DQG QHJDWLYHO UHODWHG WR

UHWXUQ RQ DVVHW DQG TXLFN UDWLR (DUQLQJV SHU

share is proxies of pro�tability and it was
H SHFWHG WR EH QHJDWLYH UHODWLRQVKLS 7KH
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situation of Vietnamese construction �rms
H SODLQV WKLV UHYHUVH UHVXOW *HQHUDOO LW FDQ

be seen that when the degree of �nancial
leverage increases, the �nancial performance
of Vietnamese construction �rms raises up.
This �nding is consistent to other studies
in literature review. This result is re ected
FOHDUO LQ DQG KHQ WKHUH DV WKH

UHDO HVWDWH EXEEOH WRJHWKHU LWK WKH DEXQGDQW

capital of these �rms.
Recommendation:The �ndings of this paper
give a conclusion about the inef�ciency in
using �nancial leverage of construction �rms
LQ 9LHWQDP 7KH HPSLULFDO UHVXOWV RSHQ WKH

assumption that the construction �rms in
9LHWQDP KDYH WURXEOHV LQ FRVW PDQDJHPHQW

Since costs for operating construction �rms
DUH YHU KLJK LVH FRVW PDQDJHPHQW LV

QHFHVVDU 7KH VKRXOG UHFRQVLGHU DERXW WKH

cost and capital allocation. For �rms with
KLJK OHYHO RI GHEW FRVWV QHHG FRQVWUDLQLQJ LQ

RUGHU WR HQVXUH WKH DELOLW WR OLTXLGDWH GHEWV

Furthermore, Vietnamese construction �rms
IDFHV LWK VSUHDG LQYHVWPHQW ,Q DQG

DGGLWLRQ WR PDLQ EXVLQHVV OLQHV WKHVH

�rms invested in other �nancial tools such
DV VHFXULWLHV UHDO HVWDWH JROG DQG IRUHLJQ

H FKDQJHV 6SUHDG LQYHVWPHQW KDYH PDGH

these �rms fall into crisis. Since Government
LPSOHPHQWHG SROLFLHV WR UHJXODWH DQG FRQVWUDLQ

VHFXULWLHV UHDO HVWDWH JROG DQG IRUHLJQ

exchanges market, these �rms have been
affected signi�cantly because huge amount
RI FDSLWDO KDV EHHQ LQYHVWHG LQ WKHVH PDUNHWV

That is reason why construction �rms have
FRSHG LWK FULVLV IRU FXUUHQW HDUV

Limitations: 7KH VWXG FDQQRW DYRLG WKH

IROOR LQJ OLPLWDWLRQV )LUVWO FRQVWUXFWLRQ

LQGXVWU FRQVLVWV PRUH WKDQ W R WKRXVDQG

FRPSDQLHV KLOH WKH VDPSOH REVHUYDWLRQV

DUH OLPLWHG DW FRPSDQLHV 0RUHRYHU

WKHVH FRPSDQLHV DUH OLVWHG RQ DQRL 6WRFN

( FKDQJH DQG RFKLPLQK 6WRFN ( FKDQJH
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entire prospects of �nancial leverage and
�nancial performance.
Future research:%HFDXVH WKHUH DUH PDQ
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