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findings from system generalized method of moments (GMM) method indicate that CEO duality had
a positive effect on firm performance in growth stage and had a negative effect on the mature stage of
the firm’s life-cycle. These results are supported by stewardship theory which argues that CEO duality

June 12 2020 may be good for firm performance in the growth stage due to the unity of presented command. In
Keywords: contrast, agency theory shows CEO duality is bad for firm performance in the maturing stage since it
CEO duality compromises the monitoring and controls the behavior of the CEO. Also, this study shows that there
Firm performance was a difference between state shareholders and director from outside of the company affecting the
The life-cycle theory firm performance.
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1. Introduction

The vital roles of the CEO and chairman of the board in the companies are different (Doan, 2020). The CEO is responsible for
managing and operating the firm, meanwhile the chairman is in charge of leading the board of directors. CEO duality takes
place when one person serves both as a firm’s CEO and board chair. There are two views about CEO duality, drawn from agency
theory and stewardship theory, that are directly at odds with each other. Agency theory suggests that CEO duality will create a
powerful CEO and then they use power to impede decisions and supervision of the board to the behaviour of them, which will
affect the firm performance (Jensen & Meckling, 1976; Muhammad et al., 2019). In contrast, stewardship theory argues that
CEO duality establishes strong leadership ability by a unity of command, therefore, the leader may make better and faster
decisions. Consequently, high self-determination will yield firm results (Donaldson & Davis, 1991; Muth & Donaldson, 1998;
Bich & Thai, 2019). Most previous studies did not consider the differential impact of powerful CEO on firm performance
concerning the life-cycle of the firm. Cornett et al. (2008) supported the stewardship theory, saying that CEO duality often
harms firm performance (Dalton et al., 1998; Fama & Jensen, 1983). However, Yang & Zhao (2014) reflects the viewpoint of
stewardship theory, saying that CEO duality can run and supervise the firm clearly and consistently so that the firm performance
can be increased to bring benefits of shareholder (Adams et al., 2005; Bhagat & Bolton, 2008; Cadbury & Cadbury, 2002).
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Empirically, previous studies about CEO duality have mostly mixed results and usually used representation theory or
management theory as a theoretical background for their studies, but in the author's subjective view, there is almost no research
to test two both this theory. To address this problem and to reconcile the opposite view of agency theory and stewardship theory,
this study applies the life-cycle theory to test the effect of CEO duality has different on firm performance through the life-cycle
of the firm.

In this article, we apply the life-cycle theory according to Anthony and Ramesh (1992) to reconcile agency theory and
stewardship theory of CEO duality by assessing whether there is any difference about CEO duality in the life-cycle of the firm
stage. We also examine whether CEO duality is beneficial to determine the future direction for growth when the firm is in the
growth stage, while CEO duality is detrimental and the firm is in the mature stage or decline stage, at which it requires check-
and-balance rather than power concentration. With the subjectivity uncovered, studies on CEO duality affect firm performance
in the life-cycle of the firm.

2. Theoretical background and hypotheses

Firms, like products, go through various life-cycle stages: start-up, growth, maturity, and stagnation. Miller and Friesen (1984),
Quinn and Cameron (1983) demonstrate the firms have common characteristics in each stage of the firm life-cycle and the
difference between the life-cycle of firm stages is the complexity of the system of corporate governance and changing in resource
demand (Jawahar & McLaughlin, 2001). More recently, Li and Zhang (2018) investigated the relationship between the effects
of the firm life- cycle on board structure, however, they did not examine the effects of board structure on firm performance at
different life-cycle stages. Based on previous studies, the different life-cycle stages involve appropriate changes in the
management of firms. For example, in the growth stage, investment in growth opportunities begins, and therefore strategies are
constantly changing.

The CEO has a leading role to bring success to the company. We expect that change in CEO duality is more pronounced in the
maturity stage, decline stage, and then affecting firm performance. In addition, Peng et al. (2007) justified their assumption that
start-up companies (growth) are often owned and managed by founders (family members). Therefore, CEO duality will have a
positive impact on firm performance because the firm is needed for proper direction and focus at this stage. This view is
consistent with the stewardship theory (Donaldson & Davis, 1991; Muth & Donaldson, 1998) that CEO duality will support
decision making, especially in urgent circumstances. However, companies will have more severe representation problems and
less dependence on external resources in the maturity stage and decline stage than the growth phase. Therefore, the firm will
reduce the need for resources and strengthen oversight in management to minimize representation issues between shareholders
and managers, so that CEO duality will decrease the supervision role of the board of directors and negatively affect the firm
performance. This view is quite close to the representative theory (Jensen & Meckling, 1976) that CEO duality will negatively
influence on firm performance. From these points of view, we propose the following hypotheses:

Hypothesis H1: In the growth stage, CEO duality has a positive impact on firm performance.
Hypothesis H2: In the maturity stage and decline stage, CEO duality harms firm performance.

3. Methodology
3.1 Sample

The database used is taken from financial statements and governance reports of the firms listed on Vietnam's stock market
(HOSE, HNX) from 2012 to 2018. This period marks the time of announcement Circular 121/2012 of the Ministry of Finance,
which stipulates that the Chairman of the BOD will not concurrently hold the role of CEO unless it is approved at the annual
general meeting of shareholders. The study also excluded financial sector companies from the sample because these companies
often operated on a separate principle. Therefore, the data in this study consisted of 442 companies and 3,094 observations.
According to Li & Zhang (2018), Liang et al. (2011) a majority of publicly listed companies have gone through the start-up
period. Therefore, we categorize them into three stages: growth, maturity, and stagnation. Multiple financial indicators and firm
age are used to classify the firm-year observations into one of the three life-cycle stages. On average, sales growth, marketing
expenditure, and capital expenditure are usually higher in the growth stage, forcing companies to apply more conservative
dividend policies to keep more funds. However, in the stages of maturity and stagnation, capital and marketing expenditures
gradually decrease, along with sales growth rates, enabling companies to pay higher dividends. Based on the discussion above,
this study uses the classification method proposed by Anthony & Ramesh (1992), Li & Zhang (2018), Liang et al. (2011), along
with marketing expenditure rates to determine life-cycle stages. Consequently, 600 firm-year observations are in the growth
stage, 1,789 are in the maturity stage, and 705 are in the stagnation stage.
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3.2 Independent and Dependent Variables

Variables are coded based on prospectuses and annual reports. The previous studies all rely mainly on Tobin’s q or return on
assets (ROA) as a measure of firm performance (Adams et al., 2005; Duru et al., 2016; Singh et al., 2018). This study uses
Tobin’s q to proxy for firm performance. According to Singh et al. (2018), Tobin's q being a market-based measure of firm
performance is also future-oriented, and therefore reflects the present value of future cash flows based on current and future
information. The Independent variable is proxy CEO duality, If CEO duality can be identified (one person serves both as CEO
and board chair), a dummy variable of 1 is used. Otherwise, it is 0. Overall, CEO duality is found in 25.4 percent of firms (Table
1). Five control variables are employed: (i) state ownership; (ii) outside directors; (iii) firm size; (iv) risk and (v) debt. State
ownership is important because all sampled firms are transformed SOEs, in which the state on average still holds approximately
43 percent equity (Table 2).

The relationship between state ownership and firm performance mixed. Therefore, state ownership is controlled. Outside
directors, another control variable, are typically studied together with CEO duality in corporate governance research (Dalton et
al., 1998). On the one hand, a firm that practices CEO duality is likely to have a smaller percentage of outside directors. However,
a firm which splits the top two positions is more likely to have a strong, assertive board with a substantial presence of outside
directors. Aside from the above-mentioned variables, we use the natural logarithm of total assets (Firm size), the liabilities to
equity ratio (Debt) to control for firm size and leverage and business risk (Risk) is the risk arising when a company encounters
liabilities in their operating activities which is measured by the standard deviation EBIT to total assets.

Table 1

Symbol and description of variables.

Variable Symbol Variable description

Performance Tobin’s O Ratio of market-to-book value

CEO duality Duality A dummy variable equal to one if the CEO is also the chairman of the board. and zero otherwise.
Outside directors Indep The proportion of outside (non-executive) directors on the board
State ownership State The fraction of shares held by the state institutional

Firm size Size Natural logarithm of assets

Business risk Risk Standard deviation EBIT to total assets

Firm leverage Debt Liabilities to equity ratio

3.3 Analytical Approach

To test hypotheses H1 and H2, we use a correlation analysis, regressions analysis on the three-stage of the life-cycle differences
identified above on firm performance (Tobin's Q). Wintoki et al. (2012) suggest that the present values of corporate governance
are influenced by past corporate performance and if this endogenous factor is ignored, the estimation may be biased (Duru et
al., 2016; Roodman, 2006). To solve this endogenous problem, we use the Dynamic Data Panel model in our estimates being
consistent with Roodman (2006). He thinks that if the relationship is dynamic between the present values of an explanatory
variable and the historical value of the dependent variable, the regression of the fixed effect may be biased.

4. Results
We first examine the correlation coefficients between the explanatory variables that are not high (less than 0.8) and the

differential magnification factor (VIF) is less than 10 so no multicollinearity phenomenon of the explanatory variables occurs
in models and variables can all be used for regression analysis.

Table 2

Statistics describing variables in the research model

Variable Obs Mean Max Min Std
TobinO 3.094 1.043 35.44 0.071 1.045
Outside directors 3.094 0.322 1 0 0.310
CEO duality 3.094 0.254 1 0 0.436
Risk 3.094 0.026 0.788 0.0002 0.039
Debt 3.094 0.513 0.993 0.002 0.216
State ownership 1.548 0.431 0.967 0.050 0.182

Firm size 3.094 11.81 14.46 10.13 0.654
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Table 2 reports basic statistics, we have a full sample of 3,094 company-years. The firm performance is represented the Tobin's
Q variable of an average firm of 1,043, the average concurrent level is 25.4%, the average outside directors is 32, 2%, the
average state ownership is 43.1% and the average logarithm of companies is 11.81.

Table 3 reports the effect of CEO duality on firm performance through the stages of the firm life-cycle. To test the suitability of
the SGMM dynamic table model, Sargan or Hansen tested for the limit of overdetermination and Arellano - Bond tested for the
phenomenon of level 2 autocorrelation are used. The results in Table 2 show that the 2nd-level correlation test (AR2) and Hansen
test are both greater than 10% so the regression results are appropriate.

Table 3
CEQ duality on firm performance through the stages of the firm life-cycle
. Tobin’s Q

Variable Growth Stage Mature Stage Decline Stage

L.TobinQ 0.857*** 0.821%** 0.920%**
(0.106) (0.023) (0.047)

CEO duality 0.524* -0.151%* -0.198
(0.298) (0.090) (0.178)

Outside directors -0.457 -0.148* -0.240%**
(0.323) (0.077) (0.092)

State ownership 2.052%* -0.837%** -0.266
(0.861) (0.159) (0.334)

Firm size 0.914%** 0.105* -0.187**
(0.237) (0.057) (0.081)

Debt 4.455%** 0.212 0.035
(0.723) (0.222) (0.218)

Risk 11.363* 6.038%** -2.519*
(6.257) (1.009) (1.501)

Const -14.009%*** -0.789 2.575%%*
(2.931) (0.648) (0.942)

ARI 0.0210 0.173 0.0408

AR2 0.104 0.625 0.136

Hansen 0.872 0.576 0.268

*EE HKE X correspond to the 1%, 5% and 10% significance levels.

Research results indicate that duality has a positive impact on corporate performance in the growth phase (Peng et al., 2007;
Yang & Zhao, 2014). This result confirms the H1 hypothesis and supports the view of stewardship theory, that the duality can
run and supervise the firm clearly and consistently to increase the results of the firm. Besides, the research results show that
state ownership brings positive value to firm performance in the growth phase, which means that during the growth period,
Vietnamese companies need resources to for growth purposes, CEO duality (especially in companies with high state ownership)
will bring the benefits to the firm. At the same time, the results of Table 3 demonstrate that CEO duality has negative on firm
performance in the maturity stage (Cornett et al., 2008; Daily & Dalton, 1994). This result confirms the hypothesis H2 and
supports the view of the agency theory that the CEO duality will create a powerful CEO with absolute power and can lead to
ineffective supervision of the board (Adams et al., 2005; Cadbury & Cadbury, 2002). Also, the research results show that the
outside directors don't bring results to the firm, this may be because the outside directors do not perform their roles and
responsibilities to consulting and supervising the behavior of firm managers.

5. Conclusion

To examine the impact of duality on the firm performance of Vietnamese companies through the stages of the life cycle of the
firm, the study used data collected from 442 companies listed on the Vietnam Stock Exchange in the period from 2012 to 2018.
The main research results include: (1) The CEO duality positively affects firm performance in the growth stage of the life cycle;
(2) The CEO duality negatively effect on the firm performance in the maturing stage of the life cycle; (3) Unconfirmed CEO
duality effects on the firm performance in the decline stage of the life cycle. Research results with the majority of companies in
the mature stage support the opinion of Decree 71/2017 / ND-CP on banning the chairman of the BOD and CEO is one person
in companies listed on the Vietnam Stock Exchange. However, the author proposes to consider the case of listed companies in
the growth stage of the life cycle of the firm. Besides, companies should review the process of electing outside directors’
members, the criteria of outside directors members, and the performance evaluation criteria of these members because of
possible members. Outside directors will not pay much attention to the performance of the task but tend to satisfy other Board
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members or show a free-rider role (Pham et al., 2020). The limitation of the study is that it has not considered some
characteristics of the CEO who are likely to affect the firm performance, such as education level, gender, age, ownership rate,
and nonlinear relationship between ownership ratio and firm performance. This is a suggestion for further studies.
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