The relationship between ownership structure and CEO characteristics: Managerial implications for Vietnam
Le Thi Minh Hong
Faculty of Economics and International Business,
Phenikaa School of Economics and Business, Phenikaa University
Email: hong.lethiminh@phenikaa-uni.edu.vn
Abstract:
This study provides a conceptual overview of the relationship between ownership structure and CEO characteristics, with a focus on state ownership, foreign ownership, and family ownership. Drawing on Agency Theory and Upper Echelons Theory, the study argues that ownership structure plays a significant role in shaping CEO selection, managerial attributes, and strategic decision-making processes. It also examines the current corporate governance landscape in Vietnam in the context of recent strategic policy changes. Based on this analysis, the study develops a conceptual framework to explain how different forms of ownership influence CEO characteristics and discusses key governance implications for Vietnamese enterprises.
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1. Introduction
In the modern corporate landscape, the nexus between ownership structure and CEO characteristics is a fundamental determinant of a firm’s strategic trajectory and overall performance. According to Agency Theory (Jensen & Meckling, 1979), the alignment of interests between owners and managers is essential to minimize agency costs and maximize profitability. This relationship is further explained by the Upper Echelons Theory (Hambrick and Mason, 1984), which posits that a CEO’s attributes, including education, experience, and nationality, shape strategic decision-making processes.
As Vietnam continues its transition within a Socialist-Oriented Market Economy, this relationship has become increasingly important. The country’s business environment is mainly characterized by State-Owned Enterprises (SOEs), the domestic private sector, and Foreign Direct Investment (FDI). However, challenges remain, including inconsistent regulations and a lack of professional, market-based leadership selection, particularly in the state sector.
Although prior studies have examined the effects of state, family, and foreign ownership on firm outcomes, limited attention has been given to how ownership structures shape CEO characteristics and CEO selection mechanisms in Vietnam. Therefore, this paper provides a conceptual overview of the interaction between state, family, and foreign ownership and CEO attributes. It also develops a conceptual framework explaining how ownership structure influences CEO characteristics and derives implications for Vietnam.
2. Theoretical framework and literature review about relationship between ownership structure and CEO characteristics
2.1 Agency Theory and Upper Echelons Theory
As primary investors, ownership groups have a direct influence on strategic decision-making and innovation activities of their companies, though the extent of their influence varies depending on ownership structures. While a CEO can directly influence a corporation's development trajectory, the CEO’s abilities are critical to the firm’s overall performance. 
The relationship between CEOs and ownership structure is therefore an important issue in corporate governance. Agency Theory (Jensen & Meckling, 1976) explains the conflicts arising when principals (owners) delegate decision-making authority to agents (managers). The separation between ownership and control may create conflicts of interest, as managers may pursue personal objectives rather than maximizing owners’ wealth. Consequently, agency costs arise from the need to monitor and align managerial behavior with owners’ interests. Prior studies further suggest that ownership structure significantly influences CEO performance, selection, turnover, and compensation across different dimensions (Brickley et al., 1994; Coughlan & Schmidt, 1985; Chakraborty & Mahakud, 2023; Hanousek et al., 2017; Kabir & Thai, 2021; Khidmat et al., 2022).
In addition, CEO competence and characteristics have been widely examined in previous studies. Upper Echelons Theory, introduced by Hambrick and Mason (1984), posits that a firm’s strategic trajectory and performance reflect the values and demographic characteristics of top executives. CEO attributes, including background, personal traits, and values, shape managerial perspectives and influence strategic decision-making and firm operations.
2.2 Ownership structure and ceo characteristics
The relationship between board of owners and CEO in managing companies has been researched long before. The results generally illustrate that different ownership structures will have different influence on CEO selection, incentives and monitoring mechanism. 
First, state ownership is a common business structure in socialist-oriented economies, and its impact on firm performance remains widely debated. Some studies describe the state as a “grabbing hand” that reduces productivity and increases debt, while others argue that it acts as a “helping hand” by providing firms with financial support and market access (Abramov et al., 2017; Zhou et al., 2017). In SOEs, CEO selection and incentives are often influenced more by administrative objectives than by market mechanisms (Zhang et al., 2020). Consequently, executives may lack the managerial capabilities and performance-based incentives necessary to promote innovation and competitiveness (Zhou et al., 2017; Tihanyi et al., 2019). To overcome these limitations, previous studies recommend mixed-ownership reforms and reducing direct bureaucratic intervention in corporate governance (Nguyen & Nguyen, 2020; Zhang et al., 2020). 
Family-owned firms are characterized by strong family influence on CEO selection and succession. These firms often prefer internal successors, particularly family members, while companies with more outside directors are more likely to appoint external CEOs (Luan et al., 2018). Research also indicates a preference for male heirs in leadership succession and shows that family ownership positively affects CEO compensation (Ahrens et al., 2015; Msiedeen & Sawalqa, 2021).
Foreign ownership, meanwhile, is associated with stronger corporate governance and firm growth. Foreign investors tend to favor CEOs with higher education, financial expertise, or international backgrounds, as these characteristics signal better transparency and management capability (Chakraborty & Mahakud, 2023; Nguyen & Nguyen, 2020).
3. Vietnam’s strategic orientations and challenges to the business structure and environment
Vietnam’s corporate landscape is fundamentally governed by the framework of a Socialist-Oriented Market Economy, where market mechanisms are integrated with state leadership to ensure social equity and sustainable growth. The current business structure rests on three main pillars: State-Owned Enterprises (SOEs) acting as leading forces, a domestic private sector recognized as a primary important engine, and a high-quality Foreign Direct Investment (FDI) sector serving as a catalyst for global integration.
First, although the government has made efforts to reduce state ownership in state-owned enterprises, state control remains substantial in many firms constrain the autonomy of CEOs and hinder the development of market-oriented managerial decisions. This challenge is further intensified by overlapping and inconsistent regulations, which create barriers to strategic decision-making, particularly in areas related to innovation and entrepreneurship (Government News, 2026). 
Second, many Vietnamese family-owned firms still lack a clear, transparent, and merit-based mechanism for CEO appointment. Due to concerns about losing ownership control or diluting family influence, these firms often prefer appointing family members or close relatives to CEO positions. However, family-based CEO candidates may not always possess the managerial capacity, professional expertise required to lead the firm in a competitive business environment. These dilemmas create significant difficulties for family-owned firms in professionalizing CEO succession and leadership selection (Dang Hoa, 2019).
Third, foreign owners and foreign investors usually expect CEOs to possess strong qualifications, including transparency orientation, financial and managerial expertise, international experience, and the ability to operate in cross-border business settings. As a result, foreign-invested firms may prefer appointing home-country or internationally experienced CEOs rather than host-country CEOs. This tendency highlights the need for Vietnam to develop a stronger pool of domestic CEOs with international managerial competence.  
Finally, enterprises also frequently report that the cost of doing business in Vietnam remains high. Hidden costs arising from lengthy and non-transparent administrative procedures continue to increase compliance burdens and weaken foreign investors’ confidence (Government News, 2026; Ministry of Industry and Trade, 2024). The lack of clear and consistent policy implementation widens the gap between policy design and business reality.
4. Conceptual framework and propositions to Vietnam context
Based on the theoretical framework, literature review and assessing Vietnam context, ownership structures (state-owned, family-owned and foreign-owned) indirectly impacts on CEO attributes through the mechanism of selecting, providing incentives and monitoring CEOs. These different structures create different prior criteria in the mechanism in detail, that who should be selected as the CEO, on what kinds of standards, and under monitoring by which board of owners. 
According to that, these mechanisms not only influence directly on the company outcomes, but also on which characteristics the CEO should possess including education level, experience, family ties, gender. These traits, in return, effect on the CEOs’ strategic behaviors on innovation activities, information transparency and global integration. As a result, a conceptual framework explaining the impact of ownership structure on CEO characteristics and his strategic behaviors and governance outcomes is produced as the below diagram:
Figure 1. The conceptual framework of the relationship between ownership structure and CEO characteristics
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Based on this conceptual framework, four main propositions are proposed: 
P1: Different ownership structures tend to create different expectations and criteria about who should become CEO and which characteristics the CEO should possess.
P2: In state-owned enterprises, administrative intervention in the mechanism of appointing CEO may reduce the role of market-oriented managerial competence in CEO selection.
P3: In family-owned firms, family-based CEO succession may may weaken the professionalism and independence of CEO selection and evaluation.
P4: In firms with foreign ownership, foreign investors are more likely to favor qualified CEOs with higher education, financial expertise, international experience, and stronger disclosure orientation.
5. Recommendations to Vietnam’s context
Based on the comprehensive literature provided and the current regulatory landscape in Vietnam, the following recommendations are designed to bridge the gap between theoretical agency conflicts and the practical needs of Vietnam’s transition economy.
First, Vietnam should develop a more professional and market-oriented mechanism for appointing CEOs in state-owned enterprises (SOEs). This is necessary to align SOE leadership with the national goal of developing a globally competitive entrepreneur class. In many SOEs, leadership selection may still be influenced by administrative seniority and bureaucratic experience rather than commercial competence. In addition, the transition from “pre-check” to “post-check” regulatory mechanisms should be promoted based on risk management principles. This also can reduce unnecessary compliance burdens, thereby allowing CEOs in SOEs to focus more on long-term strategic goals.
Second, family-owned enterprises should professionalize their CEO appointment and succession mechanisms. While family succession may remain important in many family firms, CEO selection should be guided by transparent and merit-based criteria, including educational background, managerial expertise, financial competence, and international experience. This approach can help family firms avoid overreliance on family ties that are closely linked to CEO performance and firm outcomes. Such mechanisms can reduce agency costs between family owners and professional managers while maintaining the long-term interests of the family business.
Third, to attract high-quality foreign direct investment (FDI), Vietnam should improve CEO quality and strengthen the transparency of the business environment. At the enterprise level, firms should prioritize CEOs with strong professional backgrounds, including financial expertise, international experience, managerial competence, and a clear orientation toward disclosure and transparency. These characteristics can serve as important signals of governance quality and help strengthen foreign investors’ confidence. 
At the policy level, the government should support CEO development through professional training programs, executive workshops, and platforms for knowledge sharing among business leaders. These activities should focus on corporate governance, financial management, digital transformation, green transition, ESG practices, and international business competence. In addition, the government should provide clearer and more detailed guidelines for both enterprises and government officials to reduce compliance costs and hidden business costs. 
6. Conclusion
In conclusion, this paper has synthesized the relationship between ownership structures and CEO attributes, emphasizing how executive characteristics serve as critical signals for diverse investor groups. It further evaluates Vietnam’s current strategic shift toward an enabling government, which prioritizes transparency and a more resilient business environment. Based on these findings, recommendations are proposed to align CEO selection and development with national orientations to foster a globally competitive entrepreneur class. At the government level, continued efforts such as issuing detailed guidelines to companies are needed to reduce administrative intervention, improve regulatory transparency, and reduce hidden compliance burdens. At the enterprise level, firms should professionalize CEO appointment and evaluation by prioritizing managerial competence, financial expertise, international experience, and ethical leadership over administrative seniority or family ties. Besides, aligning CEO compensation with CEO performance may reduce agency costs and increase company performance. Given the remaining gaps between policy design and practical implementation, future empirical research is needed to provide more rigorous, data-driven evidence for governance reforms in Vietnam.
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Tóm tắt:
Nghiên cứu này nhằm cung cấp khái niệm tổng quan về mối quan hệ giữa cơ cấu sở hữu (bao gồm sở hữu nhà nước, sở hữu nước ngoài và sở hữu hộ gia đình) với các đặc điểm của quản trị điều hành (CEO). Dựa trên nền tảng của Lý thuyết Đại diện (Agency Theory) và Lý thuyết Nhà quản trị cấp cao (Upper Echelons Theory), nghiên cứu cho rằng cơ cấu sở hữu có ảnh hưởng đáng kể đến quá trình lựa chọn CEO cũng như quá trình ra quyết định quản trị. Bên cạnh đó, nghiên cứu cũng xem xét bối cảnh thực tiễn tại Việt Nam trong điều kiện xuất hiện những thay đổi chiến lược về chính sách trong thời gian gần đây đồng thời đề xuất một số hàm ý quản trị đối với các tổ chức, doanh nghiệp tại Việt Nam.
Từ khóa: cơ cấu sở hữu, năng lực quản trị của lãnh đạo, quản trị doanh nghiệp.


