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Abstract: - Delisting refers to the situation where a listed firm is disqualified because it is ineligible for transactions 
in the stock market. A delisting situation is bad news for investors; it not only impacts shareholders but is also a 
sanction imposed on managers. This paper aims to identify the determinants of delisting firms in Vietnam from a 
corporate governance perspective. A dataset comprising 370 firms was collected in the period from 2014 to 2021; 
185 of these firms were delisted firms and the rest were matching firms. Our results show that firms with larger 
sizes, greater board activities, and a higher proportion of state and institutional ownership are generally less likely 
to be delisted. Notably, there is no empirical evidence to support the finding that board ownership, concentrated 
ownership, and foreign ownership impact the probability of delisting in the context of Vietnam. This study 
contributes to the literature by providing specific empirical evidence on the relationship of non-financial 
indicators, measured by the corporate governance characteristics, and the probability of delisting. Our findings may 
be considered an early warning signal for shareholders or investors to anticipate the probability of delisting, 
allowing them to make better decisions.  
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1 Introduction 
Over the past decade, the Vietnamese stock market 
has contributed significantly to the country’s 
macroeconomic activity. Unfortunately, in 2019, 
COVID-19 seriously affected economic and social 
life. The prolonged pandemic caused many businesses 
to face financial risks. In 2021, Vietnam had 116,800 
firms with a total registered capital of VND 1,611 
trillion, showing a 13.4% decrease in the number of 
firms and a 27.9% decline in registered capital 
compared to the previous year, [1]. The number of 
suspended enterprises was nearly 55,000, while 
48,100 enterprises stopped operating and waited for 
dissolution procedures, and 16,700 enterprises 
completed dissolution procedures, [1]. Noticeably, the 
COVID-19 pandemic had a negative impact on the 
financial position and seriously affected the ability of 
listed companies to continue operations, [2]. As a 
result, the survival of listed firms and factors 

associated with public firms becoming delisted from a 
stock exchange drew increasing attention. 

Delisting refers to the situation in which a listed 
firm becomes disqualified because its stock is no 
longer eligible for transactions. Delisting is regarded 
as bad news for shareholders and is considered a 
sanction for managers. According to a study by, [3], 
the firm value and average abnormal returns 
immediately decrease after the delisting 
announcement. In addition, the existence of the stock 
market also contributes to the increase in the bid–ask 
spread and decreasing trading volumes, [4]. Investors 
who are not aware of the imminent delisting risk have 
to suffer high costs for their investment. To minimize 
the negative impact of delisting on shareholders, a few 
security exchanges across the globe, such as the 
Chinese Stock Exchange, require listed firms to 
provide an initial delisting risk warning, [5]. However, 
such a requirement has not been imposed in Vietnam. 
As a result, it is difficult for stakeholders to anticipate 
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and deal with this adverse circumstance. Hence, the 
significantly negative impacts of delisting on 
shareholders raise the need for investigating the 
crucial factors affecting the possibility of delisting. 

The trade-off between cost and benefits is often 
used to explain the reasons for the decision to remain 
public or delist from the stock market. In, [6], the 
study suggests that firms with specific characteristics 
can influence delisting decisions, these characteristics 
include low investment and financing requirements, 
high information asymmetry, and low market-to-book 
value ratios. In the same vein, firms are likely to 
cancel their listing status if they have fewer growth 
opportunities, greater inside ownership, higher 
leverage, and lower market momentum, [7]. Going 
private may be a favorable decision to avoid the 
constant undervaluation by analysts or to prevent the 
risk that managers may invest in unprofitable projects, 
particularly in markets with limited growth prospects. 
Besides that, firms are expelled from the stock market 
if they fail to satisfy a certain number of market 
capitalization requirements, [8]. When investigating 
the determinants of delisting, prior studies focus on 
the appearance of the accounting outcome, [9], [10]. 
However, there is a possibility that the published 
financial information of delisting firms is unreliable, 
[11]. Furthermore, audited accounting information is 
available three months after the settlement date; thus, 
it is historical. Besides financial indicators, many 
studies have used non-financial indicators to 
determine the factors impacting the probability of 
delisting. For instance, [12], suggest that delisting 
occurs more frequently in countries with substantial 
shareholder rights. Similarly, [13], has provided 
evidence that supports the relationship between the 
likelihood of delisting and the firm’s corporate 
governance characteristics. However, most of the 
studies on this issue have been conducted in 
developing countries; there is little empirical work in 
emerging markets such as Vietnam.  

This paper aims to identify the determinants of 
delisting in Vietnam from a corporate governance 
perspective. We argue and demonstrate that the 
effectiveness of the corporate governance 
mechanisms, as proxied by its ownership structure and 
board characteristics, is related to its ability to persist 
on the Vietnam stock exchange. To accomplish this, 
we compare the governance characteristics of 185 
firms delisted between 2014 and 2021 from the stock 
exchanges in Vietnam. Our findings indicate that 
firms with larger sizes, more active boards, and 

greater state and institutional ownership are less likely 
to be delisted. 

This paper contributes to the literature by 
providing specific empirical evidence regarding the 
relationship between nonfinancial indicators, as 
measured by corporate governance characteristics, and 
the probability of delisting. Our findings may be 
interpreted as an early warning signal for shareholders 
and investors to anticipate the probability of delisting, 
allowing them to make better decisions. Moreover, 
our findings have significant implications for 
policymakers and business management, as they 
strengthen current efforts to ensure the efficient 
operation of corporate governance in publicly traded 
companies. 

The rest of the paper is organized as follows: 
Section 2 includes a literature review and the 
hypotheses, while Section 3 describes the 
methodology; the results and discussion are indicated 
in Section 3; and finally, the conclusion is discussed 
in Section 4. 

 
 

2 Literature Review and Hypotheses  
 

2.1  Literature Review 
Delisting can occur voluntarily or involuntarily. First, 
when a firm experiences financial distress or breaches 
certain criteria, it is likely to be forced out of stock 
exchanges. This circumstance is called involuntary 
delisting. On the other hand, voluntary delisting is 
when firms voluntarily revoke their listed status. 
Voluntary delisting occurs for a number of reasons, 
including mergers, leveraged buyouts (LBO), and 
squeeze-outs, [14]. 

Previous studies, such as those conducted by, 
[15], suggest that firms will consider the trade-off 
between the benefits of listing and its cost in deciding 
whether to remain public or leave the market. The 
advantages of remaining public go beyond just 
accessing capital; they include stimulating liquidity 
and demonstrable adherence to recognized standards 
of transparency and governance, [16]. Despite the 
benefits, there are significant costs associated with 
public listing, including outright cash expenditures, 
compliance costs, and the mandated disclosure of 
information that may inhibit competitiveness, [17]. 
The study, [18], suggests that although going public 
helps firms mitigate agency costs by aligning interests 
between the management and shareholders, firms 
choose to go private to improve their performance. 
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Reunifying ownership and control leads to an increase 
in managerial incentives and value-maximization 
efforts, [19]. Based on the cost–benefit analysis, 
companies will determine their listing status and 
impose different kinds of delisting, [20]. 

However, the decision to go private is not always 
in the hands of firms’ managers. According to, [8], 
involuntary delisting implies that firms lack some 
characteristics necessary to sustain listing, for 
instance, they do not meet several numerical market 
capitalization criteria. A recent study by, [15], 
indicates that the primary cause of the involuntary 
delisting of Vietnamese firms participating in the 
Hanoi Stock Exchange (HNX) and the Ho Chi Minh 
Stock Exchange (HOSE) is substandard performance. 
To explain this further, 70.5% of delisting firms were 
forced to cancel their listing because their 
accumulated losses exceeded the charter capital, [21]. 
In other words, an unsatisfactory operating outcome is 
the main factor that forces firms to cancel their listing. 
Hence, when investigating the determinants of 
delisting, prior studies focus on the appearance of the 
accounting outcome, [22], [23]. However, there is the 
possibility of low reliability of the published financial 
information of delisting firms, [14]. Since a firm is 
facing financial distress, this incident increases the 
possibility of bad financial conditions and 
performance. As a result, the firm may have enough 
motivation to be involved in earning management on 
financial data by taking advantage of the accounting 
policy and estimation application. Furthermore, 
audited accounting information is available three 
months after the settlement date; thus, it is historical. 
Consequently, it cannot provide timely information 
that can be used to predict the likelihood of delisting. 

Although accounting information was considered 
an important factor in predicting the possibility of 
delisting, questions about the reliability and timeliness 
of the information narrowed its use in anticipating the 
probability of delisting. This research designs the 
delisting prediction model based on another aspect by 
inquiring about the board of directors’ characteristics 
and the ownership structure as crucial factors. In 
addition, corporate governance characteristics are 
classified as non-financial information, and using non-
financial information is expected to provide a better 
indicator of delisting events. Therefore, stakeholders 
may have effective warning signals to improve their 
decision-making. Furthermore, corporate governance 
characteristics do not have the limitations of financial 
information, and changes in corporate governance 

cannot be estimated or manipulated. Hence, using this 
factor enhances the reliability of the information. 
Furthermore, media reports or regulatory agencies 
publish information on corporate governance in real-
time. Therefore, it can be used to predict the 
likelihood of delisting in a timely manner. 

 
2.2 Hypothesis Development 
To assess the overall effectiveness of corporate 
governance, the size of the board is an important 
characteristic. The argument in favor of a larger board 
size indicates that a greater board size provides a 
larger multidimensional body of knowledge, which is 
better at combating the adverse situations and 
challenges faced by firms, [24]. However, in 
contradiction to this argument, [25], suggests that the 
board size may have a negative impact on its 
effectiveness in carrying out duties. They argue that 
larger boards of directors likely face problems of 
communication and coordination and decision-making 
is affected as a consequence. 
Hypothesis 1: There is a negative association 
between board size and the probability of delisting. 
When the directors are interested in the firm’s 
management or attempt to maintain a smooth 
relationship with the firm, they will be actively 
involved in all aspects of the firm, leading to 
improvements in the firm’s performance and a 
reduction of the agency cost, [23]. Several existing 
studies in the broader literature have found that more 
active boards indicate better corporate governance 
practices. Therefore, such firms are likely to have 
better future performance and are less likely to be 
delisted from the stock market, [26].  
Hypothesis 2: There is a negative association 
between board activity and the probability of 
delisting. 

In addition, several studies examine the role of 
board ownership and its relationship with the 
likelihood of delisting. In, [27], the study emphasizes 
the potential disciplinary function and enhanced 
oversight provided by inside investors for delisting. 
As board members, they utilize their diverse expertise 
to assist the top management in monitoring 
investments, controlling operating activity, and 
improving the firm’s performance. In this 
circumstance, a listing is likely to be an effective step 
toward improved oversight and, consequently, 
improved corporate governance for the company by 
reducing agency costs.  
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Hypothesis 3: There is a negative association 
between board ownership and the probability of 
delisting. 
Recently, ownership concentration has been grounded 
on the institutional-based view, [28]. When a small 
group has the majority of a company’s shares, it tends 
to impose upon and control the management, reducing 
the agency problem and increasing the firm’s value, 
[29]. A study by, [30], reveals that claims are 
prevented in firms with large shareholdings, which 
is also correlated with negative political influence and 
corruption, resulting in improved firm performance 
and avoidance of delisting. In, [31], the authors 
conducted a study and found that when firms made 
more frequent changes in concentrated shareholders, it 
might signal an increase in the probability of delisting.  
Hypothesis 4: There is a negative association 
between concentrated ownership and the probability 
of delisting. 

The structure of ownership is one of the primary 
determinants of agency issues. The agency problem is 
pronounced, especially in the Vietnamese context, 
because of the proportion of state ownership and the 
political appointment of directors, [21]. Consequently, 
highly state-owned corporations may shift their 
principal purpose from the maximization of profit to 
the maximization of social benefit. In, [7], the authors 
find evidence supporting the influence of state 
ownership on financial resources, since state 
corporations are more likely to issue bonds and 
borrow exclusively on the bond market. 
Consequently, corporations with a high proportion of 
state ownership have a diminished incentive to remain 
publicly traded. 
Hypothesis 5: There is a positive association between 
state ownership and the probability of delisting. 
 Resource-based theory enhances the relationship 
between foreign ownership and the firm’s operating 
activities. According to a study by, [32], the potential 
of foreign shareholders facilitates local enterprises’ 
access to technological, managerial, and financial 
resources and helps them gain access to a new 
market. In addition, according to, [33], foreign 
investors play an essential role in supervising 
managers and establishing good corporate governance 
standards, hence minimizing agency costs. Foreign 
investors require higher corporate governance 
standards and are involved in supervising and giving 
advice to managers. As a result, firms may operate 
more efficiently and avoid business decisions or plans 
that may cause adverse outcomes, [34].  

Hypothesis 6: There is a negative association 
between foreign ownership and the probability of 
delisting. 
A large proportion of shareholding enables 
institutional investors to express their disappointment 
with a company’s management and exert pressure on 
the firm’s managers to enhance the effectiveness of 
corporate governance mechanisms, [10]. In addition, 
institutional investors can also oversee and support 
managers with advanced management expertise, high-
quality resources, and specialized talents, [35]. As a 
result, the presence of institutional investors facilitates 
firms’ operational transparency, reduces information 
asymmetry, and avoids and prevents adverse 
circumstances. Furthermore, delisted enterprises are 
reported to have lower institutional ownership than 
listed firms, [12]. Moreover, concentrated 
shareholdings by the institution or block-holders can 
increase managerial monitoring, improve firm 
performance, and avoid delisting, [36]. 
Hypothesis 7: There is a negative association between 
institutional ownership and the probability of 
delisting. 
 
 
3 Methodology 
 
3.1 Data Collection  
Our sample considers all the delisting transactions of 
firms participating in HNX and HOSE in Vietnam 
from 2014 to 2021. We apply a number of restrictions 
to our sample. First, we eliminate all the delisted firms 
that follow a merger/acquisition by new owners. 
Second, we use the matching method based on 
industry and firm size and the following specific 
standards to build the control group: For each delisted 
firm, this research intends to gather data of a control 
firm that (1) was operating in the same industry 
classification in the corresponding year; (2) was listed 
on the same exchange; (3) had an asset size similar to 
that of the delisted firm three years before their 
delisting; and (4) had a reasonable audit opinion. The 
reason for selecting matching firms that satisfy these 
specific requirements is that governance structures are 
likely to be correlated with firm size and industry, 
[12]. According to [12], the company size at the time 
of delisting is likely to be misleading. Therefore, this 
research uses the matching procedure three years 
before delisting. This approach results in a time-, 
industry-, and a size-matched sample of delisted and 
surviving firms.  
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Fig. 1: Delisting year and distribution of firm by 
industry  
 
If no match could be found, the delisted firm was 
discarded from the sample. Consequently, the 
matched (or control) sample contained an equal 
number of listed firms. We obtained a sample of 370 
firms of which 185 were delisted firms and 185 were 
the control sample. Figure 1 presents the data 
sampling used in the paper. The dataset includes 370 
firms from HNX and HOSE. The observations of the 
sample were performed between 2014 and 2021. 
Figure 1 presents a breakdown of delisted firms by 
delisting year and distribution of firms by industry. 
The largest occurrence of delisting was in 2021, and 
the industry that has the highest number of delisted 
firms is manufacturing (106 delisted and non-delisted 
firms, accounting for 57% of the sample). The number 
of delisted firms in the utility industry is the lowest 
(accounting for 3.24% of the sample).  
 
3.2 Regression Model 
 

3.2.1 Logistic Regression Model 

We analyze the effect of board characteristics and 
ownership structure on the delisting phenomenon in 
Vietnam using logistic regression. Previously, a study 
conducted by, [38], employed linear regression to 
resolve such problems. However, [9], [39], suggests 
that logistic regression is the most appropriate for 
problems involving dummy dependent variables. 
Moreover, logistic regression does not require the 
strict assumptions of linearity, normality, and equal 
variance, [39]. We estimate the following logistic 
regression model: 
P(delisting) = α0 + β1* BoardAct + β2*BoardOwn + 
β3*BoardSize + β4*ConcOwn + β5*StateOwn + 
β6*ForeignOwn + β7*InstOwn + β8*ROE + 

β9*CapExp + β10*CashHolding + β11*Leverage + 
β12*TobinQ + ε 
Table 1 describes in detail the definition and 
measurement of each variable used in the logistic 
regression model. 
 

Table 1. Variables definition and measurement 
Variable Definition 
P(delisting) P(delisting) is the probability of 

delisting, P(delisting) is a binary variable 
that equals one for delisted firms and 
zero for control firms 

BoardAct BoardAct is board activity measured as 
the frequency or cumulative frequency of 
board meetings in a given period. 

BoardOwn BoardOwn is board ownership measured 
as the percentage of ownership held by 
board members. 

BoardSize BoardSize is determined by the number 
of directors serving on the board of a 
company. 

ConcOwn ConcOwn is the concentrated ownership 
of firms, measured by the percentage of 
ownership collectively held by large 
shareholders (a large shareholder 
possesses over 5% of a company’s 
shares). 

StateOwn StateOwn is the state ownership, 
measured by the percentage of 
ownership held by the state government. 

Foreign-
Own 

ForeignOwn is foreign ownership, 
measured by the percentage of 
ownership held by foreign investors. 

InstOwn InstOwn is the institutional ownership, 
measured by the percentage of 
ownership held by institutions. 

ROE Return on equity is the net income 
by total equity 

CapExp The capital expenditure is measured as 
the total capital expenditure over the 
total assets. 

Cash-
Holding 

CashHolding is cash holding, measured 
by the total cash and short-term financial 
investment over the total assets. 

Leverage The leverage ratio is the total debt 
divided by the total assets. 

TobinQ Tobin’s Q ratio is calculated by taking 
the market capitalization over the total 
assets. 

α The constant. 
β Coefficients of independent 

variables (explanatory variables). 
ε Residual. 
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3.2.2 Variables Measurement 
 

3.2.2.1 Dependent variable 

The probability of delisting, P(delisting) is a binary 
variable that equals one for delisted firms and zero for 
control firms 
 
3.2.2.2 Independent Variables 

Board Activity 

The board activity variable in this study is measured 
as the frequency or cumulative frequency of board 
meetings in a given period following, [13], [21]. 
 

Board Ownership 

The board ownership variable in this study is 
measured as the percentage of ownership held by 
board members following, [5], [13]. 
 

Board Size 

The board size variable in this study is determined by 
the number of directors serving on the board of a 
company following, [24], [25]. 
 

Concentrated Ownership 

The concentrated ownership variable in this study is 
determined by the percentage of ownership 
collectively held by large shareholders (a large 
shareholder possesses over 5% of a company’s shares) 
following, [25]. 
 

Foreign Ownership 

The foreign ownership variable in this study is 
measured by the percentage of ownership held by 
foreign investors following, [25]. 
 

Institutional Ownership 

The institutional ownership variable in this study is 
measured by the percentage of ownership held by 
institutions following, [25]. 
 
3.2.2.3 Control Variables 

Return on Equity 

ROE is adopted as an accounting measure of 
profitability. It is measured as the ratio of net income 
(after interest and taxes) to total equity, [39].  

𝑅𝑂𝐸𝑖𝑡 =  
𝑁𝐼𝑖𝑡

𝑇𝐸𝑖𝑡
 

Where: 
ROE = Return on Equity of the company i in year t. 
NIit: Net income after interest and taxes of the 
company i in year t. 

TEit: Total equity of the company i in year t. 
Capital expenditure 

The capital expenditure variable in this study is 
measured by the total capital expenditure over the 
total assets. 

𝐶𝑎𝑝𝐸𝑥𝑝𝑖𝑡 =
△ 𝑃𝑃𝐸𝑖𝑡 + 𝐷𝑒𝑝𝑟𝑖𝑡

𝑇𝐴𝑖𝑡
 

 
Where: 
 
△PPEit: the property, plant, and equipment of a 
company i in year t is calculated by subtracting the 
previous cost of property, plant, and equipment from 
the cost in the current period. 
Deprit: Depr is the depreciation of company i in year t. 
TAit: Total asset of the company i in year t. 
 

Cash holding 

Cash holding is measured by the total cash and short-
term financial investment over the total assets 
following, [39], [40].  

𝐶𝑎𝑠ℎ𝐻𝑜𝑙𝑑𝑖𝑛𝑔𝑖𝑡 =
𝐶𝑎𝑠ℎ𝑖𝑡 + 𝑆ℎ𝑜𝑟𝑡𝐹𝑖𝑛𝐼𝑛𝑣𝑖𝑡

𝑇𝐴𝑖𝑡
 

Where: 
CashHoldingit: Cash holding of a company i in year t. 
Cashit: Cash and Cash equivalence of company i in 
year t. 
ShortFinInvit: Short-term financial investment of 
company i in year t. 
TAit: Total asset of the company i in year t. 
Leverage 

Leverage controlled for the financial wealth and debt 
ratio. Leverage is calculated by taking the total debt 
divided by the total assets following, [41]. 

𝐿𝐸𝑉𝑖𝑡 =
𝑇𝐷𝑖𝑡

𝑇𝐴𝑖𝑡
 

Where: 
LEVit: Leverage of the company i in year t. 
TDit: Total debt of the company i in year t. 
TAit: Total assets of the company i in year t. 
Firm value 

The firm value is measured using Tobin’s Q ratio 
calculated by taking the market capitalization over the 
total assets following, [42]. 

𝑇𝑜𝑏𝑖𝑛𝑄𝑖𝑡 =
𝑀𝑉𝑖𝑡

𝑇𝐴𝑖𝑡
 

Where: 
TobinQit: The Tobin’Q ratio of company I in year t. 
MVit: Market value of the company i in year t. 
TAit: Total assets of the company i in year t. 
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4 Results and Discussion  
 

4.1 Characteristics of Delisting and Non-

Delisting Firms 
Table 2 provides the characteristics of firms delisting 
from the stock market and firms that remained listed. 
The results indicate that firms that canceled their 
listing differ from non-delisting firms regarding the 
board’s characteristics and the ownership structure.   
 

 

 

 

 

 

 

 

 

 

 

 
Table 2. Univariate comparison of corporate governance and control characteristics for 185 delisted and matched 

control firms 

Variables All 
Obs 

All Samples Treatment Firm Control Firms Equality of 
means 

Equality of 
means 

Mean Median Mean Standard 
Deviation Mean Standard 

Deviation t-test MW 

BoardSize 370 5.1 1.202 4.89 1.31 5.31 1.05 3.469*** 4.445*** 
BoardOwn 370 25.03 25.76 23.09 25.26 26.98 26.18 1.454 1.713* 
BoardAct 370 7.370 4.99 6.76 4.71 7.98 5.20 2.356** 2.666*** 
ConcOwn 370 50.32 27.93 47.0 30.76 53.67 24.39 2.320** 1.93** 
StateOwn 370 15.98 23.99 10.27 20.85 21.69 25.57 4.709*** 4.92*** 

ForeignOwn 370 4.37 12.46 4.47 14.37 4.27 10.25 -0.149 1.204 
InstOwn 370 22.18 28.47 20.68 28.9 23.67 28.05 1.008 1.454 

ROE 370 -0.1315 1.758 -0.3711 2.455 0.108 0.243 2.641*** 5.994*** 
CapExp 370 86.53 22.39 89.46 17.87 87.22 17.82 -1.206 -2.237** 

CashHolding 370 1.02 3.33 0.77 2.96 1.26 3.66 1.393 5.320*** 
Leverage 370 3.64 5.59 4.38 6.39 2.89 4.56 -2.585** -2.339** 

TOBINQ2 370 38.39 43.8 30.58 43.19 46.21 43.12 3.484*** 5.419*** 
The table shows the mean and median values for listing and delisting firms. The t-statistics for the differences in means and 

the Wilcoxon–Mann–Whitney test (WMW) of the differences in median values are reported in the last two columns. The 
variables are defined in the third section. The p-values are reported in parentheses: *p < 0.05. **p < 0.01. ***p < 0.001. 

 
The results for variables that measure the board 

size show that firms that remain listed are likely to 
have a larger board than delisting firms; the mean 
board sizes of listing and delisting firms are 5.3 and 
4.8, respectively. In addition, board meetings are more 
frequent at non-delisting firms. The mean values of 
board meetings in the delisting and non-delisting 
firms are 6.7 and 7.9, respectively. While the mean of 
board ownership in the non-delisting firm is 
approximately 27%, there is 23% of board ownership 
in delisting firms. Similarly, non-delisting firms are 
likely to have more concentrated ownership 
(accounting for 53.67%) than delisting firms 
(accounting for 47%). The percentage of board 
ownership is not statistically significant between 
delisting and non-delisting firms. In the same vein, 
there is no statistically significant relationship 

between listing and delisting firms regarding the 
presence of foreign ownership and institutional 
ownership. 

The results for the control variables show that 
delisted firms are over-leveraged, indicating that they 
were less likely to have raised equity capital 
throughout their public existence and, as a result, 
chose to exit trading. Similarly, [16], argues that 
delisting firms have greater spending on capital 
expenditure, implying that they may have more 
collateral for borrowing. Similarly, firm profitability 
and the value of listed firms are likely higher than 
those of delisting firms. Overall, the results indicate 
that non-delisting companies are more likely to have 
larger growth prospects and lower leverage, indicating 
that their decision to delist is likely to be influenced 
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by the significantly higher costs relative to the 
benefits of listing. 

Table 3 presents pairwise correlations between the 
variables used in the logistic regressions. Delisting is 
negatively correlated with board size, board 
ownership, board meetings, concentrated ownership, 
state ownership, institutional ownership, ROE, cash 
holding, and Tobin’s Q, and it is positively correlated 
with foreign ownership, capital expenditure, and 
leverage. In summary, the correlations between the 
variables to be included in the same regression model 
are weak, which reduces the likelihood of impending 
correlation bias. Moreover, we exclude 
multicollinearity because the variance inflation factors 
of all regressors in the models under consideration are 
less than 4.0. 

 
4.2 Results and Discussion 

The results in Table 4 indicate full support for 
Hypothesis 1 in that the coefficient of BoardSize is 
negative and significant (p < 0.01) in both Models 1 
and 3. According to previous research, a larger board 
can frequently impede corporate decision-making, 
coordination, and communication, [39]. As the 
number of board members increases, it may become 
more challenging to reach a consensus or make 
prompt decisions, resulting in possible delays in 
addressing urgent matters. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Table 3. Pearson correlations among variables, and the likelihood of an involuntary delisting
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Larger boards may also be hampered by increased 
bureaucracy and inefficiency, which may impact a 
company's ability to adapt to market changes and 
make effective strategic decisions, [5]. These 
issues may contribute to a company's poor financial 
performance and noncompliance with listing 
requirements, thereby increasing the likelihood that it 
will be delisted. Although there is evidence suggesting 
that a company with a larger board frequently 
confronts communication and coordination issues, 
which negatively impacts decision-making, the results 
of this study indicate the opposite. A larger board 
implies a larger body of multidimensional knowledge; 
consequently, it is better able to deal with adverse 
situations and problems faced by companies. Hence, 
Vietnamese companies with larger boards are less 
likely to delist from the stock exchange. This finding 
is in line with the results of, [24], [37]. 

The coefficient of BoardAct is negative and 
significant for the probability of delisting (p < 0.01), 
which fully supports Hypothesis 3, confirming the 
view that more frequent board meetings reduce the 
likelihood of delisting. This finding aligns with those 
of previous studies by, [26], [43]. They suggest that a 
highly engaged and active board of directors can play 
a crucial role in supervising and managing a 
company’s strategic decisions, financial performance, 
and regulatory compliance. Active boards hold 

frequent meetings, discussions, and interactions with 
management, which enables them to remain informed, 
provide valuable insights, and participate actively in 
decision-making processes. This can contribute to 
effective governance, improved financial 
performance, and increased compliance, thereby 
reducing the possibility of delisting. Conversely, a 
low level of board activity may indicate a lack of 
attention, involvement, or effectiveness of the board. 
In such situations, critical issues may be neglected or 
not addressed promptly, resulting in potential 
compliance failures or poor financial performance, 
which can ultimately lead to delisting. 

Hypothesis 5 is fully supported, as the coefficient 
of StateOwn is negative and significant for the 
probability of delisting (p < 0.001). This finding is 
consistent with the result of, [24], Period studies 
suggest that state ownership may cause agency 
problems and negatively impact the monitoring role 
and operating efficiency, resulting in an increased 
probability of delisting. 
 
 
 
 
 
 

 
Table 4. Logistic regression on the relation between board ownership and ownership structure and the likelihood of 

being delisted. 

VARIABLES Model 1 Model 2 Model 3 Model 4 
β S.E β S.E β S.E β S.E 

BoardSize   -0.296*** 0.103   -0.361*** 0.108 
BoardOwn   -0.671 0.443   -0.413 0.498 
BoardAct   -0.0608*** 0.0231   -0.0603** 0.0241 
ConcOwn     -0.00166 0.00443 -0.00103 0.00485 
StateOwn     -0.0247*** 0.00544 -0.0270*** 0.00563 

ForeignOwn     0.00079 0.00941 0.0021 0.00997 
InstOwn     -0.00721* 0.00424 -0.00823* 0.00436 

ROE -0.246** 0.122 -0.235* 0.123 -0.278** 0.134 -0.261* 0.135 
CapExp 0.00514 0.00497 0.00532 0.0052 0.00849 0.00522 0.00828 0.00543 

CashHolding -0.110** 0.0468 -0.110** 0.0475 -0.118** 0.0476 -0.121** 0.0489 
Leverage 0.0781*** 0.0289 0.0796*** 0.0298 0.0890*** 0.0305 0.0900*** 0.0319 
TobinQ -0.629** 0.275 -0.566** 0.282 -0.574** 0.291 -0.531* 0.301 
Constant -0.377 0.446 1.698** 0.737 -0.0931 0.488 2.212*** 0.779 

Observations 370 370 370 370 
R2 6.18 9.66 11.49 15.23 

Note: This table presents pairwise correlations between the variables used in the logistic regressions. The variables are defined 
in the third section. The p-values are reported in parentheses: *p < 0.05. **p < 0.01. ***p < 0.001. 
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In addition, firms with a high level of state ownership 
have less motivation to remain publicly traded as they 
have alternative sources of financing, such as issuing 
bonds or borrowing exclusively on the bond market. 
However, this is not the case in Vietnam.  State 
ownership may provide certain benefits that reduce 
the likelihood of delisting. Governments typically 
have long-term investment horizons and may place 
stability, the preservation of jobs, industries, and 
economic growth ahead of short-term financial 
performance. State-owned companies may receive 
financial assistance, subsidies, or preferential 
treatment from the government, enabling them to 
endure difficult times and avoid delisting, [9]. In 
addition, state-owned businesses may have access to 
government resources, expertise, and networks, which 
can help them comply with regulatory requirements 
and enhance their overall performance. Government 
oversight and involvement in the governance of state-
owned companies can also assure a higher level of 
accountability and transparency, thereby reducing the 
likelihood of noncompliance issues leading to 
delisting, [21]. 

Partial support is found for Hypothesis 7. The 
coefficient of InstOwn is negative and significant for 
the probability of delisting (p < 0.05). Institutional 
factors are essential for the survival of listing firms. 
The oversight function of institutional investors may 
enhance corporate governance mechanisms, [44]. 
According to, [13], a higher level of institutional 
ownership provides stronger protection of 
shareholders’ rights, appropriate incentives, and 
changes in corporate culture that have enabled 
enterprises, including state-owned ones, to reduce and 
avoid the likelihood of delisting. In addition, 
institutional investors have the resources, expertise, 
and incentives to actively monitor and exert influence 
over the companies in which they invest. Higher 
levels of institutional ownership can result in 
improved corporate governance practices, increased 
transparency, and increased accountability, thereby 
decreasing the likelihood of non-compliance issues 
and poor performance that could lead to delisting, 
[15]. Institutional investors may also be able to 
provide struggling companies with financial 
resources, guidance, and support, allowing them to 
surmount obstacles and avoid delisting. In addition, 
their participation can lend market credibility and 
attract additional investors, thereby contributing to a 
company's overall stability and viability, [24]. 

No support is found for Hypotheses 2, 4, and 6, as the 
coefficients of BoardOwn, ConcOwn, and 
ForeignOwn are not significant on the delisting 
outcomes. In other words, there is no empirical 
evidence supporting the relationship between board 
ownership, concentrated ownership, and foreign 
ownership and the probability of delisting in the 
context of Vietnam. 

Of the firm’s specific control variables, ROE, 
CashHolding, Leverage, and TobinQ are found to 
have a negative and significant effect on the 
probability of delisting (p < 0.01). According to, [17], 
organizations with excellent operating performance 
are more likely to have sufficient resources for long-
term survival. Therefore, it is expected that 
operational performance variables measured by 
ROE negatively correlate with the delisting rate. In 
addition, corporations with a high level of cash 
reserves are likely to have a lower delisting risk 
because they typically have more unique resources 
than other firms. In, [45], the authors support the 
negative correlation between cash holding and the 
probability of delisting.   

Firms with a lower leverage ratio are less subject 
to the discipline of external debt and are less likely to 
be subject to delisting. By listing in the stock market, 
firms have more substantial bargaining power with 
banks because they have access to public markets and 
increased transparency, which reduces borrowing 
limits and diversifies sources of finance, [38]. In 
addition, high-value enterprises are likely to benefit 
from a market listing since they can overcome their 
financial constraints by gaining access to low-cost 
external finance. Therefore, corporations with a high 
market value are less likely to face the probability of 
delisting. 

 
 

5 Conclusion  
Delisting is considered to be a result of financial 
problems and is often perceived as a step before 
bankruptcy. The negative impacts of delisting include 
a decrease in firm value and an average abnormal 
increase in the bid–ask spread along with a decrease 
in trading volumes. Given the high costs of listing 
cancellation, delisted firms cannot recover through a 
takeover bid or by voluntarily restructuring their 
assets, [6]. In this paper, we examine whether the 
effectiveness of a firm’s corporate governance 
mechanisms, as proxied by the board characteristics 
and ownership structure, is a primary determinant of 

WSEAS TRANSACTIONS on BUSINESS and ECONOMICS 
DOI: 10.37394/23207.2023.20.173 Thai Nguyen Hoang, Nu Tran The

E-ISSN: 2224-2899 1993 Volume 20, 2023



the delisting risk in Vietnam. In doing so, we 
empirically compare the board characteristics and 
ownership structure of 185 delisted firms to a set of 
industry- and size-matched control firms. Our results 
suggest that firms that have a larger size, greater board 
activities, and a higher proportion of state and 
institutional ownership are generally less likely to 
become delisted. Notably, there is no empirical 
evidence to support the impact of board ownership, 
concentrated ownership, and foreign ownership on the 
probability of delisting in the context of Vietnam. 
The size of our sample is a limitation of our research, 
as our sample only includes firms delisting from 2014 
to 2021 on HNX and HOSE. The limitation of 
research size results from the decision to study 
specific stock exchanges which include Ha Noi Stock 
Exchange and Ho Chi Minh Stock Exchange. These 
are the two largest stock exchanges in Vietnam and 
they are quite similar in the listing requirements, 
regulations, and market structures.  By limiting the 
research to a specific stock exchange, this study can 
ensure comparability and standardization across the 
selected sample, reduces the potential confounding 
effects of varying market characteristics, and 
facilitates more accurate comparisons and insights. 
Despite the limitation of the research scope, we 
believe there is sufficient homogeneity in our sample 
selection to investigate how the probability of 
delisting is related to the governance structure. In 
addition, another limitation of the study on the effect 
of ownership structure and board characteristics on 
the probability of delisting could be the potential for 
omitted variable bias. While the study may control for 
relevant factors such as firm profitability, leverage, 
capital expenditure, cash holding, and Tobin's Q, there 
may still be unobserved variables that influence both 
ownership structure, board characteristics, and 
delisting probability. These unaccounted variables, 
such as management quality, industry-specific factors, 
or market conditions, can confound the relationship 
under investigation. Failure to consider or control for 
these unobserved factors may limit the accuracy of the 
findings and introduce potential bias in attributing the 
observed effects solely to institutional ownership. 
This research makes the following contributions to the 
literature. First, it provides specific empirical evidence 
on the relationship of non-financial 
indicators, measured by the corporate governance 
characteristics, and the probability of delisting. Our 
findings may be considered to constitute an early 
warning signal for shareholders or investors to 

anticipate the probability of delisting, allowing them 
to make better decisions. In addition, our results also 
have significant implications for policymakers and 
business management, as they reinforce current efforts 
to assure the effective functioning of corporate 
governance in listed companies. 
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