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Abstract - The paper investigates the impact of asymmetric information gap and the conflict of interest between the 
government control and creditors in the debt maturity structure by Vietnamese listed firms. The paper applies a large sample 
of 1455 Vietnamese listed companies from 4 stock exchange markets: HoSE, HNX, OTC, UpCom during the period from 
2007 to 2016. The result shows that state ownership is significantly positively associated with the debt maturity structure. I 
find significant evidence that debt maturity is shorter for industry risk and information asymmetry. My empirical analysis 
shows that firm size, liquidity and industry risk would like to explain the debt maturity mix. 
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I. INTRODUCTION 
 
Debt financing is important in the developing market 
like Vietnam. The Vietnamese listed firms exhibit an 
increase in leverage in the past decade. Various 
studies about maturity structure of corporate debt 
have been explaining why the companies should 
finance with the long-term debt or the short-term 
debt. Previous papers provide a lot evidence that firm 
characteristics such as growth opportunities, asset 
maturity, firm size and ownership structure are 
important determinants of debt maturity (Myers, 
1977; Barnea et al., 1980; Borisova, Fotak, Holland 
&Megginson, 2015; Ben-Nasr, 2015). Agency cost 
theory suggests three types of agency cost of debt for 
debt maturity selection, including underinvestment 
incentives (Myers, 1977), asset substitution 
incentives (Jensen and Meckling, 1976), and 
bankruptcy costs (Jensen and Meckling, 1976). 
Compared to developed countries, the Vietnamese 
firms have fewer financing resources. The 
Vietnamese stock market has just been developing 
since the recent decades. Until 2017 there are four 
Securities Exchange Markets, including Hanoi 
Securities Exchange (HNX), Ho Chi Minh Securities 
Exchange (HoSE), Unlisted Public Company Market 
(Upcom), and the OTC market for unlisted 
companies. The stock market is still young with a lot 
of insufficient regulatory frameworks. Thus, the listed 
companies mostly rely on debt financing. There are 
little studies to investigate the conflicts of interest 
between state control and outside investors on the 
appropriate choice of debt maturity.  
State firms are likely to have more benefit to obtain 
better debt contract terms. Besides of agency theory, 
the institutional environment like ownership structure 
can affect the firm ‘s financing decision. The unique 
characteristics of the state firms may affect debt 
maturity. State firms are distinguished by higher risk 
conservatism, long-term investment horizons, and 
concern for social benefits, which might initiate 
agency conflicts between shareholders and creditors. 

The unique characteristic of many developing 
countries is that governments control most of 
economic activities in their countries. The 
privatization process in the recent year aims to 
promote the performance of many 100 percent state-
owned enterprises.  However, in these companies, the 
government still own more than 50 percent share of 
the company. This typical type of ownership may 
provide enhance some investment advantages to the 
companies (Hong, Wang, & Kafouros, 2015). In 
accordance to the unique characters of Vietnam 
capital market, state firms are far more well-known 
by the lenders compared to private firms. State firms 
have longer history of operation and are likely to 
have more transactions with the banks. The lenders 
usually have less knowledge about the private firm 
and could not evaluate their risk accurately. So they 
may prefer stricter monitoring and frequently 
negotiate loan terms. As a result, private firms are 
likely to have shorter debt maturity structure. The net 
impact of governance mechanism is not just affected 
by the external institutional environment but also by 
other factors within the firm like capital structure 
(Gill, Biger, &Mathur, 2011). Debt is not only a 
financial instrument, but it also has profound impact 
toward the firm’s managerial and governance 
behavior (Williamson, 1988). In reality, selecting a 
firm’s capital structure is one of the most significant 
strategic decision (Balakrishnan& Fox, 1993). 
Evidence from developed countries show that debt 
provides both costs and benefits due to the firm’s 
characteristics (Binsbergen, Jules, GRAHAM, & 
YANG, 2010). In general, the existing management 
literature suggests that both ownership structure and 
information asymmetry could affect the debt maturity 
choice. Information asymmetric gap between lenders 
and borrowers has great impact over the choice of 
debt. This study aims to obtain empirical evidence on 
the role of state control and the information 
asymmetric problem in the Vietnamese listed firms’ 
debt maturity decision. Most available studies on debt 
maturity structure focus on developed countries. 
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Recent innovations in the Vietnamese capital market 
requires different implications for the severity of 
agency problem and information asymmetric 
problem. With the large sample of 11,085 
observations of public traded companies in Vietnam, 
I examine listed firm’s choice between long-term 
debt and short-term debt. To the best of my 
knowledge, the relation between the level of state 
control in listed firms and debt choice has not been 
analyzed in such large sample of dataset for Vietnam.  
The paper is organized as follows. Section II provides 
literature reviews. In this section, the definitions of 
state ownership and leverage. In the third section, the 
data sample is described and analyzed. This section is 
called Methodology. Finally, section IV analyses the 
results and section V concludes. 

 
II. LITERATURE 
REVIEW&HYPOTHESIS 
DEVELOPMENT: 
 
2.1. The impact of State Ownership: 
SOEs represent a crucial aspect of the world 
economy, producing approximately 10% of global 
GDP (Bruton, Peng, Ahlstrom, Stan, & Xu, 2015). In 
the recent decades, Vietnam has been moving 
towards market-based systems by privatizing SOEs. 
However, Vietnam is still characterized by the high 
level of state ownership. The presence of government 
ownership on the debt structures could be complex. 
High government ownership allows the firms to enjoy 
easier access to credit at lower rate and a bailout 
guarantee even in the financial distress. On the other 
hand, SOEs’ objectives primarily focus on social 
welfare maximization and self-interested 
governments rather than profit maximization. When 
state ownership is high, managers are often appointed 
by the government. According to the agency 
perspective, state firms are still owned by the public 
but the control relies on the management staff. 
Especially for the state firms, the management teams 
often follow social and political objectives. (Peng, 
Buck, & Filatotchev, 2003). It may in turn reduce the 
default risk of the firm and lower the premium risk 
evaluated by the financial institutions. More 
seriously, they could manage the firms and take 
accounting decisions in favor of their personal 
interests, in turn it may affect the company’s financial 
reports.They may take advantage of their power and 
increase private benefits directly from the firms or 
from changes in share values in the capital market 
(Juhmani, 2013). In this case, short-term debt could 
be useful to limit the opportunistic conducts of the 
management staff. As I discussed, the Vietnamese 
financial system is heavily dominated by the state-
own banks. As long as the Vietnamese stock 
exchange markets are still too young, the banking 
system plays a crucial role in the financial market. 
According to the aggregate data from the State Bank 

of Vietnam, the Vietnamese banking industry only 
has four types of banks: state commercial banks, 
joint-stock commercial banks, joint stock commercial 
banks, joint venture banks and foreign bank branches. 
The close relationship with the government reduces 
the information asymmetry among lenders and 
borrowers. So the banks tend to favor state firms 
rather than private firms. Therefore, I expect, as 
established in Hypothesis H1, that state firms will 
increase debt maturity structure. In contrast, the local 
governments also face relatively hard budget 
constraints, and they dislike using their limited funds 
to bailout struggling SOEs too. Therefore, debt still 
effectively restricts managers’ bad conduct, perhaps 
even more in the context of poorly developed capital 
markets and weak institutional protections. Because 
the financial markets more effectively allocate capital 
to firms with hih value projects.  
2.2. Other determinant variables of debt maturity 
structure: 
Besides ownership structure, other firm 
characteristics such as asymmetric information 
problem, agency cost, maturity matching, firm risk 
and industry risk might have systematic impact over 
the debt maturity choice.With the survey data from 
the Vietnamese Statistics Bureau, Biger, Nguyen, and 
Hoang (2007) investigate the capital structure of 
Vietnamese firms. They found that financial leverage 
of Vietnamese firms is associated related with firm 
size and growth, while negatively related to fixed 
assets, profitability, and non-debt tax shield. Firms’ 
debt structure is likely to be influenced by the 
industry characteristics rather than ownership 
structure. Agency cost theory provides three 
perspectives for debt maturity, including under-
investment incentives (Myers, 1977), asset 
substitution incentives (Jensen and Meckling, 1976), 
and bankruptcy costs (Jensen and Meckling, 1976). 
According to short-term debt disciplines 
management, the application of short-term debt can 
reduce shareholders’ incentives for risk-taking and 
the agency costs of asset substitution (Ericsson, 
2000).Further, Childs, Mauer and Ott (2005) argue 
that short maturity debt strategy can resolve both the 
overinvestment problem and underinvestment 
problem because the firms are more flexible adjusting 
their debt contract terms so that they are less sensitive 
to the firm value’s fluctuations. The firm with high 
growth opportunities have more investment options. 
However, aggressive investment strategy may be too 
risky and harmful to the firm. Following Barclay and 
Smith(1995) and Ozkan (2000),I suggest that debt 
maturity should be negatively associated with the 
proxies of growth opportunities.Another element is 
firm size. Small firms are likely to have higher 
bankruptcy risk and agency conflicts between 
shareholders and debtholders(Gruber & Warner, 
1977). Further, Myers (1977) provides the first 
empirical evidence that companies can reduce agency 
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costs by matching assets and liabilities maturities. It 
helps to match asset liquidity to liabilities maturity.  
In regard to asymmetric information problem 
between firms and lenders, the lenders have more 
initiatives to closely and regularly monitors the firms 
with high asymmetric information gap. In accordance 
to the high degree of information asymmetry, 
creditors also face adverse selection and moral hazard 
problems and may prefer short-term debt in order to 
monitor borrowers. Therefore, short-maturity debt 
facilitates the monitoring incentives of the lenders 
and limit managerial discretion (Datta, 
Iskandar‐Datta, & Raman, 2005). As supporting 
evidence, Custódio, Ferreira, &Laureano (2013) 
investigates the United States over the past three 
decades and find that firms with higher information 
asymmetry have debt maturity. As the firm size is a 
typical inverse proxy for asymmetric information 
problem, it should be positively related to debt 
maturity. Debt maturity can be used to signal the 
information about firm quality to the market (Ozkan, 
2002). High-quality firms can issue more short-term 
debt because they can roll over their debt contract 
even in the case of financial distress(Diamond, 1991). 
These firms could believe that there will be good 
news about the firm performance in the future, so that 
they could have advantage when renegotiating the 
new debt contracts.  
 
In addition, debt maturity can also be affected by 
liquidity risk or creditworthiness risk. Diamond 
(1991) suggests that the optimal debt maturity is the 
trade-off between short-term debt maturity ‘s 
advantages and liquidity risk. If too many debt 
packages mature in the short-term, the firms are 
likely to deal with liquidity risk. When reviewing the 
paradox theory of liquid assets, Myers and Rajan 
(1998) suggest both the positive effect and negative 
impact of high liquid ratio. Although high liquid ratio 
allows the firms to repay their debt payments, it could 
reduce the firm investments in their core business. So 
excessive asset liquidity may limit the firm's capacity 
to issue long-term debt. 
 
Finally, financial leverage can also affect debt 
maturity structure, since highly indebted firms would 
prefer longer-term debt inorder to control their higher 
financial risk. With the same idea, Barclay and Smith 
Jr (1995) theoretically prove that highly leveraged 
firms have longer debt maturity structure and vice 
versa. Because the long-term debt may reduce the 
firm’s bankruptcy risk. However, lenders would be 
skeptical about default risk of the highly leveraged 
firms and are not willing to offer long-term debt. 
Dennis, Nandy, and Sharpe (2000) accept this 
viewpoint and explains that the under-investment 
incentives suggested by Myers (1977) might be 
resolved by decreasing leverage and reducing debt 
maturity.  
 

HYPOTHESES    
There is very little corporate study about Vietnamese 
firms. Within my knowledge, Nguyen and 
Ramachandran (2006) was the first study about the 
fundraising structure of small and medium 
Vietnamese companies. Recentstudies show that the 
debt maturity structures provide effective mechanism 
to monitor corporate behavior through debt contract 
terms. The state firms do not like high level of 
monitoring, so that they can exploit their relationship 
with the banks to have longer-maturity debt contracts 
with lower requirements.So the Hypothesis 1 is the 
state firms longer maturity structures, compared to 
the private firms. The unique characteristics of 
Vietnamese banking industry creates a wide 
asymmetric information gap between the listed 
private firms and lenders. So they could use short-
term debt to control firms better. Especially for loan 
granted by the banks, it allows them to monitor their 
borrowers much more closely than bondholders. I 
thus expect the following: 
Hypothesis 1: To avoid frequent monitoring by 
lenders, state firms as the dominant controlling 
owners would like to have longer maturity debt. 
Therefore, state ownership is positively associated 
with debt maturity while private ownershipis 
negatively related to debt maturity. 
Previous studies about debt maturity structure also 
find other factors that have systematic effect on the 
debt maturity choice. These factors include growth 
opportunities, firm size and liquidity risk. Chittenden, 
Hall, & Hutchinson (1996) find that firms with higher 
growth opportunities use more short-term debt. The 
larger and older firms have longer transaction history 
with the banks so that they have reliable reputation 
and are easier to attain higher debt maturity. 
According to Myers (1977), if all debt matures before 
the investment opportunity, the manger is less likely 
to invest in high profitable project to reduce default 
risk. Therefore, the growth opportunity is negatively 
related to debt maturity.  
Hypothesis 2: Following Diamond (1991), an 
increase in leverage facilitates liquidity risk so that 
firms could have more long-term debt. 
A firm with higher growth opportunities should use 
more short-term debt to exploit their advantage 
position. Following Barclay and Smith (1995), the 
agency cost of debt maturity choice suggest that large 
firms usually have lower growth opportunity than 
small ones. Small firms have higher information 
asymmetric problem and require more monitoring 
costs. So the hypothesis 3 will be: 
Hypothesis 3: Growth opportunities are negatively 
related with debt maturity, the expected relationship 
getting stronger as the level of debt (leverage) 
increases and company size decreases. 
 
CONTRIBUTION 
Vietnam is a transition and emerging economy with 
distinct ownership features and data limitations. Due 
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to the equitisation process, many SOEs have been 
changed to private companies, and some of them 
have been listed on the stock market. Due to the 
youth of Vietnamese exchange market, there is 
limited evidence about the positive effect of state 
ownership and debt maturity. It also provides more 
understandings into the privatization literature by 
investigating new evidence on the cost of state 
ownership. The state control plays significant role in 
reducing information asymmetries and obtaining 
better debt contract terms.  
LIMITATIONS 
Measure of state ownership does not fully account for 
its power. In a possible extreme case, the state may 
own very few shares of firms but impose great power 
on listed firms. Moreover, it could not distinguish the 
distinction between local and central government. 
The term “state ownership” is still not completely 
clear. Moreover, the measurement of debt maturity is 
not completely identical due to the empirical 
distinction between short-term debt and long-term 
debt. In this paper, the long-term debt is identified 
according to the one-year maturity which is mostly 
used for accounting purpose. In reality, many firms 
have different perspectives about the definition of 
short-term debt. 

 
III. SAMPLE AND VARIABLES 
 
3.1. Data Collection: 
The data investigated in this study are collected 
manually from the companies’ annual reports and 
Vietstock, a financial information service provider in 
Vietnam. The dataset includes 11,085 observations 
with 1455 Vietnamese listed companies from 4 stock 
exchange markets: HoSE, HNX, OTC, UpCom 
during the period from 2003 to 2016. Ownership data 
is hand-collected from companies’ annual reports and 
corporate governance reports. However, the data 
about ownership structure is optional in the 
Vietnamese stock market so that these data are 
unavailable for many companies. State ownership is 
collected from Vietnamese government official 
website. The Vietnamese stock market is still young 
and has been developing in the recent years. It makes 
the data strongly unbalanced with almost all available 
information concentrating on a few recent years. 
Except for share price (showed in thousands of 
VND), all the financial data are in millions of VNDs. 
Firms were classified into 11 industries following the 
guidelines of the Global Industry Classification 
System (GICS). They include energy, materials, 
industrials, consumer discretionary, consumer staples, 
utilities, financial services, telecommunication 
services, real estate, and information technology. In 
the sample, the government has the most SOEs in the 
utilities industry and the least in the 
telecommunication services. The data are shown in 
the Appendix (Table 1) 
 

VARIABLES 
To measure the debt maturity, I follow Demirgüç-
Kunt and Maksimovic (1999) and use the ratio of 
long-term debt to total debt. I label this variable as 
DebtMaturity. In my sample, the state ownership is 
considered when the government owns more than 
50% shares of the firms. I also include a number of 
control variables which may be concerned with the 
firm performance such as firm size, industry, growth 
opportunity, fixed asset ratio, tax, liquidity, firm age 
and systematic risk. They help to control for industry 
and firm characteristics. According to previous 
studies (Barclay and Smith, 1995), I control for 
several firm characteristics that may affect the debt 
maturity choice.  

(1) Leverage (Lev): It is calculated by dividing 
the amount of total debts by the amount of total 
assets. Firm with high leverage ratio would have high 
liquidity risk. Because they are afraid of not being 
able to refund the debt on time, they would like to 
strengthen their debt maturity. Thus, leverage might 
be positively associated with the debt maturity. 

(2) Asset Maturity (AssetMat): is the weighted 
average of the current assets and long-term assets’ 
maturities. I follow Zheng et al. (2012) and calculate 
the current assets’ maturity as the current assets 
divided by the cost of goods sold. The long-term 
assets’ maturity is the gross property, plant and 
equipment divided by the depreciation and 
amortization. Then the asset maturity is the sum of 
current assets’ maturity and long-term assets’ 
maturity accordance to their proportion of the sum of 
current assets and fixed assets. The asset substitution 
(risk-shifting) theory suggests companies with a high 
proportion of current assets has a short life span. 
Besides, the matching principle suggests that when 
the asset has longer maturity than the debt. The firms 
do not have enough financial availability to fulfill 
their debt obligations. So the asset maturities should 
have positive relationship with the use of long-term 
debt.  

(3) Company size (Size): is the natural 
logarithm of total assets. Magri (2010) investigates 
nonpublic Italian firms and find firm size is positively 
related to debt maturity. Compared to small firms, 
large ones usually have higher credit quality and 
lower information asymmetry so that they can easily 
get the long-term debt.  

(4) Liquidity: is the ratio of current asset 
divided by the current liability. Highly liquid firms 
have enough cash flows to repay their debt. They 
have fewer agency problems and can take advantage 
of the short-term financing. The pecking order theory 
suggest that the firm should exploit its internal 
financing first since the external financing is usually 
costly. So it may be negatively related to debt 
maturity.  

(5) Growth opportunities (Growth): is growth 
rate in total sales during the previous year. It is an 
appropriate proxy for a firm's growth opportunities 
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and hence the severity of underinvestment problems. 
The underinvestment theory suggests that firms with 
high growth opportunities are likely to use more 
short-term debt. I also apply the share price’s growth 
rate and the market-to-book ration. It is the market 
value of equity divided by the book value of equity.  

(6) Earning strength: is the ratio of change in 
earnings before interest, taxes, depreciation and 
amortization in the current period over the market 
value of equity in the previous period.  

(7) Earning volatility: is the ratio of the standard 
deviation of the first difference in EBITDA divided 
by the average book value of total assets.  

(8) Firm efficiency: is the annual sales value 
divided by total assets in logarithms. It is a 
measurement of asset utilization ratio. 

(9) Industry Risk: is the annualized standard 
deviation of the firms’ performance in the industry. 
 
IV. RESULT ANALYSIS 
 
4.1. Descriptive Analysis: 
Table 1 Panel A provides the descriptive analysis on 
debt maturity structure and other firm characteristics. 
Panel A provides means, medians, standard 
deviations, and maximum and minimum values for 
the key variables in the sample. Panel B provides a 
simple correlation matrix for the variables in the 
sample. Panel C shows the results of difference of 

means tests between state and private firms. In terms 
of debt maturity, the average firm in my sample has a 
long-term debt ratio of 18.43 percent. It implies that 
the short-term debt is popular among Vietnamese 
listed firms. The mean leverage ratio is 54.77 percent. 
The market-to-book ratio of firms have the mean 
value of 6.96. The investors seem to have high 
expectations about the firms’ future prospects. 
Referring to the average figures of Liquidity and 
Earnings, the Vietnamese firms might not have a 
liquidity problem in the short term, their return on 
assets are not high. In the sample, around 10% of the 
sample only have short-term debt. Panel B provides a 
correlation matrix for some of the key variables in the 
analysis. The signs of the correlation coefficients 
between the dependent variable and explanatory 
variables are generally consistent with the 
hypotheses, except for firm age. The market-to-book 
ratio has the negative relationship with leverage. It 
supports the theory of Fama and French (1992) that 
the firms with high market-to book ratio have higher 
financial distress cost. The firm size can be a proxy 
for default risk and well information asymmetric cost. 
The reason might be the Vietnamese exchange 
markets are still young. It could not efficiently reduce 
the information asymmetric problem even when the 
firm are listed for the long time. Both the debt 
maturity and leverage have negative relationship with 
the firm performance.  

 
Table 1: Descriptive statistics for state and private firms in the Vietnamese listed market. 

Panel A: Summary Statistics for the full sample 

 
Panel B: Correlation Matrix 

 
***, ** and * shows that the correlation coefficient is significant at the statistical significance level at 0.1%, 1% and 5% respectively. 

Panel C: Difference of Means Tests 
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The statistical significance of difference is based on the t-test. ***, ** and * represent the statistical significance 
level at 0.1%, 1% and 5% respectively. 

 
Table 1 Panel C reports the characteristics of between 
state firms and private firms, respectively, and the t-
tests of the differences between the two groups. State 
firms represent 32.31 percent of the sample. The 
means tests are based on time‐series averages for 
each firm in the sample. In the sample, state owned 
firms are different from private firms. Rows 1-4 
provide information about the debt structure and asset 
maturity structure of the firms. With respect to debt 
maturity, there is find significant difference in the 
univariate analysis between state firms and private 
firms. State firms can easily attain long-term debt. So 
they can achieve more strategic objectives. Consistent 
with my previous analysis, state ownership helps 
firms to easily attain the long-term debt contract. 
Moreover, along with the unique characteristics of 
Vietnamese banking system, the government may 
facilitate the state firms to take on excessive debt. 
The leverage ratio shows that the state firms attain 
higher debt than the private firms, 0.5644 versus 
0.5379 for state firms and private firms, respectively. 
All of these differences are significant at the one-
percent level. Vietnamese firms with significant state 
ownership are expected to have greater ability to 
access bank debt. Compared with private companies, 
SOEs are likely to receive preferential treatment in 
the debt market, for example, obtaining debt 
financing at a low cost. As a result, they could have 
higher debt level than general ones. The state firms 
have different asset maturity structure with the 
private ones. Their asset maturity is significantly 
shorter than private firms. Row 5-13 shows the 
financial characteristics of Vietnamese listed firms. 
State firms, on average, are different from private 
firms. They have higher growth in sale, firm 
efficiency and earnings. However, they have lower 
market-book ratio, lower earnings volatility, and join 
in the exchange market later. I then examine the 
relation between state control and debt maturity 
structure in the following section using multivariate 
analysis. 

 
4.2. Multivariate Analysis Framework: 
There are many state-controlled companies among 
Vietnamese listed companies. These companies are 
thought to be different from non-state-controlled 
companies in their capital structure and earning 
mechanism. The fixed effects are dummy variables 
for each year of the sample and dummy variables for 
each 11 GICS code. I estimate the following debt 
maturity equation: 
DebtMaturityit= β0 + β 1Stateit-1 + β2Leverageit + 

β3Industry it + β4 Year+ β5Xit-1 + Ꜫit

 (1) 
where DebtMaturityit is the ratio of long-term debt to 
the total debt. State and Year are the dummy 
variables. State equals to 1 if the government owns 
more than 50% shares of the company. In 2006, the 
Vietnamese stock market develops rapidly. In 2008, 
the whole market is frozen due to the impact of the 
financial crisis. The year dummy variable may exhibit 
the macroeconomic conditions. 
Xit is the set of control variables that reflect persistent 
unobserved heterogeneities across companies and 
over time. To minimize potential bias caused by 
omitted variables and several firm characteristics that 
may affect debt maturity structure, the control 
variables include firm size, firm efficiency, earning 
growth, earning volatility, asset maturity, industry 
risk, growth opportunity, liquidity, firm age and 
systematic risk. 
 
4.3. Result Analysis:  
I investigate the debt maturity mix of Vietnamese 
using firm characteristics discussed in the Literature 
Review, and incorporate year and industry dummies 
into the economic model. I adopt several regression 
methods and apply various tests to examine the 
sensitivity of regression results. These techniques 
include: (1) pooled, time‐series average regressions, 
(2) Fama‐MacBeth regressions (3) random‐effects 
panel data regressions, (4) fixed-effects panel data 
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regression, and (5) random effect Tobit regression1. 
Different from previous studies, I transform the debt 
maturity and leverage into log-odds2. Because the 
original data of debt maturity and leverage is bounded 
from 0 to 1, the log-odd transformation create 
unbounded variables. Except for Industry Risk and 
Leverage, all the independent variables are lagged in 
one period in order to limit simultaneous problem 
(Reed, 2015). The results of my statistical analyses 
are given in the Table 2. 
 
Model 1 serves as a baseline model. The results from 
the alternative specifications are quantitatively and 
qualitatively similar to the results in the baseline 
model and reveal that state control doesn’t show 
significant impact over the debt maturity. According 
to my analysis, state control produces fewer agency 
conflicts in the debt contract, which should lead to a 
longer debt maturity structure. However, the recent 
renovation in the Vietnamese debt market decrease 
the absolute control of the state-owned banks. Since 
the 2010, the dominant position of state-owned banks 
have been decreasing. Foreign commercial banks can 
increase their market share when the government 
accepts their investment in the banking industry. On 
the other hand, leverage has significantly positive 
impact over the debt maturity (p<0.001). It may 
reflect the prevalence of demand effect. The 
Vietnamese capital market is still immature. Any 
increase in leverage ratio will produce more liquidity 
risk so that the firms may need more long-term funds. 
There is no clear evidence about the connection 
between debt maturity and asset maturity structure. In 
most cases, there are significantly negative 
relationship between the growth opportunities and 
debt maturity. This finding is consistent with Johnson 
(2003). Agency problem is riskier for the firms with 
high growth opportunities because they have more 
investment chances. Shorter debt maturity allows 
lenders to frequently renegotiate debt contract terms 
and monitor the firm’s investment strategy. Company 
size has a significantly positive impact over debt 
maturity. The higher the firm size is, the longer its 
debt maturity. Large firms tend to have lower agency 
costs, closer connections with debtholders and require 
less monitoring cost. Fama (1985) might be the first 
paper that explain the high monitoring cost of the 
small firms. Large firms can take advantages through 
economies of scale and scope so that they are likely 
to have lower default risk. I could not find any 

                                                             
1 The Tobit model was proposed by James Tobin in 1958. This 
statistical model is used to investigate the connection between a 
non-negative dependent variable and explanatory variables. The 
random effect Tobit regression assumes that the unobserved 
individual effects are uncorrelated with other independent 
variables. 
2 The log-odds transformation is a function of the logit distribution. 
This method is widely applied in the biomedical and psychosocial 
studies when dealing with skewed data. The original debt maturity 
y is transformed into log-odds z through the model z= log(v/(1-y)). 
So the z is unbounded 

significantly evidence about the positive relationship 
about the debt maturity structure and firm 
characteristics, including Liquidity, Earning Strength 
and Earning Volatility. The lenders seem not to care 
about the firm risk as well as its performance. The 
sign of Liquidity and Age are ambiguous. Although 
highly liquidfirms could be in the better position to 
serve their debt on time, lenders may consider these 
firms could not use their resources effectively. 
Moreover, the underinvestment theory (Jensen, 1986) 
suggests that firms with high liquidity ratio may be 
not wisely and invest in low-return projects or evenly 
value-destroying projects.  Finally, the debt maturity 
seems to be significantly and negatively related to the 
industry risk. 

 
Robustness Check 
This section aims to verifies the consistency of the 
previous findings. There is a potential risk of 
endogeneity problem between debt maturity and other 
unobserved or omitted factors that affects debt choice 
and bias my findings. In practice, a firm’s decisions 
on two financial aspects such as leverage and debt 
maturity are usually simultaneous. Particularly, I 
address this concern using the two-stage least-squares 
(2SLS) regression3. In the first stage, leverage is 
measured by the nondebt tax shields4 and ROA.In 
theory, these variables only matter for 
leverage(Johnson 2003). For instance, taxes only 
affect leverage but do not have any impact over debt 
maturity decisions. Moreover, the pecking order 
theory(Baskin, 1989) suggest that profits should be 
negatively associated with the firm leverage. In the 
second stage, the predicted value of leverage from the 
first stage is regressed on all the exogenous 
variables of the equation (1). The results are shown in 
the table 3. The findings are consistent with the 
earlier ones. 
 
CONCLUSION 
 
Debt maturity is a relatively new study in the 
developing market like Vietnam. The paper 
investigates determinants of the corporatedebt 
maturity structure of Vietnamese listed firms. In 
regard to agency conflicts between shareholders 
andbondholders, the controlling state-holders may be 
characterized by low risk-aversion and long-term 
investment incentives. So I investigate whether the 
state firms have any specific characteristics that allow 
them to gain access to the long-term debt with the 
sample of 1455 listed Vietnamese firms with 
unbalanced panel data over the period 2007-2016. 
                                                             
3 This regression method is often used when the dependent or 
endogenous variable whose error term is correlated with the other 
dependent variable error term. The 2SLS is also useful to limit 
multicollinearity problem because the predicted value of leverage 
does not correlate with other independent variables. 
4 Nondebt tax shields is measured by depreciation divided by total 
assets 
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This study supports the hypothesis that listed 
Vietnamese state family firms should exhibit high 
levels of long-term debt. However, I do not find any 
significant evidence about the relationship between 
state control and debt maturity. Further, the 
regression analysis shows thatlong-term debt 

increases with company size, leverage and industry 
risk. The impactof growth opportunities and firm 
characteristics seem to be statistically insignificant. In 
general, this paper supports the significant role of 
information asymmetry and monitoring problem in 
the choice of debt maturity. 

 
Table 2: Determinants of debt maturity structures of the Vietnamese Listed Firms using various estimation methods. 

 
Note: Except for Tobit regression model, the dependent variable is the ratio of long-term debt to total debt and 
leverage both are transformed into log-odds. Estimated standard errors robust to heteroscedasticity are given in 
the parentheses. Except for leverage and growth opportunity, all other variables are lagged in one period. 
Haussman test (86.48) rejects the null hypothesis of no correlation between variables and individual effects in 
all estimations. Therefore, the fixed effect model is similar to the random effect model. Industry dummies and 
Year dummies are included in both the pooled OLS and random effect model. Fixed effect model only includes 
time dummies. ***, ** and * denotes significance level at 0.1%, 1% and 5% respectively. 

 
Table 3: Statistical Analysis 

 
Note: All models also include year dummies and industry dummies. ***, ** and * denotes significance level at 
0.1%, 1% and 5% respectively. 

Pooled OLS Fama-MacBeth Random effect Fixed effect
Tobit with 

random 

estimations
State 0.0726223 0.0042115 -0.0010408
Leverage 0.1675499*** 0.2339139*** 0.1541997*** 0.1863816*** 0.0076533***
Asset Maturity -0.0005805 -0.0004475 -0.0008615 -0.0006006 -0.000011
Company Size 0.209316*** 0.0993988** 0.2832417*** 0.3956612*** 0.0157923***
Liquidity 0.0277564*** 0.0375057 0.0277417*** 0.0289321*** -0.0002483*
Growth Opportunity -0.0000774 -0.0004882* 0.000000829 0.0000364 -0.000000533
Earning Volatility -0.0067049 64.28753 -0.0111434 -0.0169754 -0.0003605
Firm Efficiency -0.7314542*** -0.6185023*** -0.4336313*** -0.2100995*** -0.0082275***
Age -0.0671836*** -0.0504506 -0.0877622*** -0.0014316*
Industry Risk -1.16603*** -0.9742582 -0.0424739**
Intercept -3.615046*** -3.370239*** -4.733445*** -7.224959*** -0.1042513*
Observation 6389 6389 6389 7690
Adjusted R-squared 0.2193 0.2096 0.055
F-statistic 60.8*** 561.45*** 8.8*** 566.12***
Hausman Test 128.46***

4280
3410

No. of uncensored obs.
No. of right-censored obs.

1st regression 2nd regression  2SLS-IV
State 0.0945941 0.0217656
Predicted Leverage 0.4163784*** 0.0091103
Non-debt tax shield 0.0016043
ROA -1.25222***
Asset Maturity -0.0003264 0.0000137
Company Size 0.2670865*** 0.0326025***
Liquidity 0.0170426 -0.000143
Growth Opportunity -0.000079 -0.00000477***
Earning Strength -0.0528592* -0.0004391
Earning Volatility -0.0166126 -0.0020698*
Firm Efficiency -0.674578*** -0.0663348***
Age -0.0748263*** -0.0087707***
Industry Risk -0.9954053*** -0.0981004***
Intercept 0.5693339*** -4.297131*** -0.1489225***
Observation 10746 6441 7652
R-squared 0.2478 0.2254 0.2518
F-statistic 14.86*** 58.89*** 7042.85***
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