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1JX\HQ�7KX�+DQJ���1JX\HQ�0DQK�+LHS���

� 7KH�SDSHU�LV�D�UHVXOW�IURP�WKH�FROODERUDWLRQ�EHWZHHQ�)RUHLJQ�7UDGH�8QLYHUVLW\�DQG�6WR[3OXV�&RUSRUDWLRQ
1� 3K'��)RUHLJQ�7UDGH�8QLYHUVLW\��+RFKLPLQK�&LW\�&DPSXV��9LHW�QDP��&RUUHVSRQGLQJ�DXWKRU��(�PDLO��QJX\HQWKXKDQJ�

FV�#IWX�HGX�YQ�
�� 3K'��)RUHLJQ�7UDGH�8QLYHUVLW\��+RFKLPLQK�&LW\�&DPSXV��9LHW�QDP��DQG�(6&3�(XURSH��3DULV��)UDQFH��

���,QWURGXFWLRQ

Earnings� management� is� de¿ned� as�
activities� to� purposely� alter� ¿nancial�
VWDWHPHQWV� WR�PLVOHDG� VKDUHKROGHUV� RU� RWKHU�

VWDNHKROGHUV�� ,W� LV� DQ� DWWHPSW� E\� PDQDJHUV�

to� achieve� speci¿c� earnings� thresholds�
�'HJHRUJH�HW� DO���������RU�SULYDWH�RXWFRPHV��

(Cheng� and� War¿eld,� 2005).� Additionally,�
LW� WHQGV� WR� EH� PRUH� VHYHUH� DURXQG� PDMRU�

¿nancial�events�such�as�stock�offerings�(Teoh�
HW�DO����������VKDUH�UHSXUFKDVHV��*RQJ�HW�DO���

�������

2Q� RQH� KDQG�� HDUQLQJV� PDQDJHPHQW� FDQ�

EH� FRQGXFWHG� E\� DFFUXDO�EDVHG� HDUQLQJV�

PDQDJHPHQW�� 7KLV� WDNHV� DGYDQWDJH� RI� WKH�

DFFUXDO�SULQFLSOHV��ZKLFK�DOORZ�FHUWDLQ�OHYHO�

RI� PDQDJHPHQW� GLVFUHWLRQ� LQ� HVWLPDWLQJ�

WKH� PDJQLWXGH� DQG� WLPLQJ� RI� HFRQRPLF�

WUDQVDFWLRQ� UHFRUGHG� RQ� WKH� ERRNV�� FUHDWLQJ�

WHPSRUDU\�RU�SHUPDQHQW�GLVFUHSDQF\�EHWZHHQ�

¿nancial�income�and�cash�Àows�(Richardson�
HW� DO��� ������� 2Q� WKH� RWKHU� KDQG�� PDQDJHUV�

FRQGXFW� UHDO� HDUQLQJV� PDQDJHPHQW� WKURXJK�

RSHUDWLRQDO� GHFLVLRQV�� VXFK� DV� DFFHOHUDWLRQ�

RI� VDOHV�� SRVWSRQHPHQW� RI� UHVHDUFK� DQG�

GHYHORSPHQW�� UHGXFWLRQ� LQ� GLVFUHWLRQDU\�

H[SHQVHV�� RU� RYHUSURGXFWLRQ� �+HDO\� DQG�

:DKOHQ�� ������ 'HFKRZ� DQG� 6NLQQHU�� ������

5R\FKRZGKXU\���������7KHVH�PDQLSXODWLRQV�

$EVWUDFW��

We�examine�real�earnings�management� in�Vietnamese�listed�¿rms.� In�accordance�with�
prior�literature,�we�¿nd�that�real�earnings�management�is�more�severe�in�¿rms�that�have�low�
ROA,�low�market-to-book�ratio.�Moreover,�¿rms�that�have�earnings�close�to�zero�are�more�
OLNHO\�WR�HQJDJH�LQ�UHDO�HDUQLQJV�PDQDJHPHQW��7KLV�FRQFOXVLRQ�LV�FRQVLVWHQW�DFURVV�GLIIHUHQW�

proxies�used.�Speci¿cally,�these�¿rms�exhibit�signi¿cantly�lower�abnormal�cash�Àows,�lower�
discretionary�expenses�but�higher�productions�costs�than�other�¿rms�do.�Based�on�the�results,�
ZH�FRQMHFWXUH�WKDW�UHGXFWLRQ�RI�GLVFUHWLRQDU\�H[SHQVHV�DQG�RYHUSURGXFWLRQ�PD\�EH�PRUH�ID�

YRUDEOH�WDFWLFV�LQ�UHDO�HDUQLQJV�PDQDJPHQW�

-(/�FRGHV��UHDO�HDUQLQJV�PDQDJHPHQW��HDUQLQJV�TXDOLW\��]HUR�HDUQLQJV��9LHWQDP

.H\ZRUGV��0���0����0�

'DWH�RI�UHFHLSW����WK�1RY�������'DWH�RI�UHYLVLRQ����WK�'HFHPEHU�������'DWH�RI�DSSURYDO��
��WK�'HF�����
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GR� QRW� RQO\� DIIHFW� WKH� QXPEHUV� RQ� WKH�

accounting�books,�but�also�cash�inÀows�and�
outÀows�of�the�¿rm.

(DUQLQJV� PDQDJHPHQW� LV� VWUDWHJLF�

behaviors,� sometimes� to� achieve� speci¿c�
HDUQLQJV�WKUHVKROGV��%XUJVWDKOHU�DQG�'LFKHY�

������� UHSRUW�WKH�GLVFRQWLQXLW\�LQ�IUHTXHQF\�

of�¿rm-years�around�zero�earnings.�Degeorge�
HW� DO�� ������� LGHQWLI\� WKUHH� WKUHVKROGV� WKDW�

LQGXFH� HDUQLQJV� PDQDJHPHQW� EHKDYLRUV��

)LUPV� YHU\� RIWHQ� DWWHPSW� WR� EHDW� WKHVH�

thresholds.�The� ¿rst� threshold� derives� from�
WKH� SV\FKRORJLFDOO\� GLIIHUHQWLDWLRQ� EHWZHHQ�

SRVLWLYH� DQG� QHJDWLYH� �RU� ]HUR� HDUQLQJV���

)LUPV�ZLWK�QHJDWLYH�RU�]HUR�HDUQLQJV�DUH�OLNHO\�

to�inÀate�earnings�upwards.�The�second�and�
WKLUG� WKUHVKROGV� DUH� SHUIRUPDQFH� UHODWLYH� WR�

WKH�SUHYLRXV�FRPSDUDEOH�SHULRG�DQG�UHODWLYH�

WR� WKH� DQDO\VW� IRUHFDVWV�� 'HJHRUJH� HW� DO��

(1999)�report�that�the�¿rst�threshold�(i.e.�zero�
HDUQLQJV�� LV� SUHGRPLQDQW�� /DWHU� OLWHUDWXUH�

looks�to�the�¿rms�with�earnings�around�these�
WKUHVKROGV��'HFKRZ�HW�DO���������DUH�XQDEOH�WR�

¿nd�evidence�that�¿rms�reporting�small�pro¿ts�
PDQDJH� DFFUXDOV�� +RZHYHU�� 5R\FKRZGKXU\�

������� SURYLGHV� HYLGHQFH� WKDW� PDQDJHUV�

H[HUFLVH� UHDO� DFWLYLWLHV�PDQLSXODWLRQ� DURXQG�

the� zero� threshold.� These� ¿ndings� imply�
that� ¿rms� reporting� small� pro¿ts� are� likely�
WR�H[HUFLVH�UHDO�HDUQLQJV�PDQDJHPHQW�UDWKHU�

WKDQ�DFFUXDO�EDVHG�RQH�

:H� IRFXV� RQ� UHDO� HDUQLQJV� PDQLSXODWLRQ�

of� ¿rms� reporting� negative� earnings� in� the�
Vietnamese�stock�market.�Vietnamese�¿rms�
DUH�RIWHQ�UHSRUWHG�DV�KDYLQJ�ZHDN�FRUSRUDWH�

JRYHUQDQFH�SUDFWLFHV��$'%���������0RUHRYHU��

9LHWQDP� KDV� EHHQ� LQIDPRXVO\� SODJXHG�ZLWK�

HDUQLQJV�PDQDJHPHQW�VFDQGDOV��$V�D�W\SLFDO�

case,�mining�¿rm�KSS�lost�80%�of�its�market�
YDOXH� ZLWKLQ� GD\V� DQG� WKHQ� FRPSXOVRULO\�

GHOLVWHG�ZKHQ� LWV� FKDLUPDQ��&(2� DQG� FKLHI�

DFFRXQWDQW� ZHUH� DUUHVWHG� RQ� -XQH� ����� IRU�

fraudulence� in� ¿nancial� reporting.� Before�
the� incidence,� the� ¿rm� had� constantly�
UHSRUWHG� SRVLWLYH� QHW� LQFRPH� DFFRPSDQLHG�

by�negative�operating�cash�Àows�for�almost�
���\HDUV�LQ�D�URZ��,Q�WKH�VDPH�PRQWK��&(2�

RI� WKH� PHGLFDO� HTXLSPHQW� GHDOHU� -9&� ZDV�

SURVHFXWHG� IRU� PLVFRQGXFWV�� DQG� YHU\� VRRQ�

DIWHU��WKH�VKDUHKROGHUV�UHDOL]HG�WKDW�91'����

KXQGUHG� ELOOLRQV� �86'��� PLOOLRQ�� FDVK� RQ�

KDQG� KDG� DZNZDUGO\� GLVDSSHDUHG�� $V� DQ�

HPHUJLQJ�PDUNHW�ZLWK�SRWHQWLDOV��9LHWQDPHVH�

VWRFNV�DUH�H[SHFWHG�WR�ZHOFRPH�ODUJH�IRUHLJQ�

SRUWIROLR�LQYHVWPHQW�LQ�WKH�FRPLQJ�\HDUV��7R�

FRQTXHU�WKDW�XSFRPLQJ�ZDYH�RI�RSSRUWXQLWLHV��

WKH� JRYHUQPHQW� LV�ZRUNLQJ�KDUG� WRZDUG� WKH�

VRXQGQHVV� DQG� OLEHUDOL]DWLRQ� RI� WKH�PDUNHW��

&LUFXODU�1R�����������77�%7&�ZKLFK�OLIWHG�

FRQVWUDLQV� LQ� IRUHLJQ� RZQHUVKLS� UHJXODWLRQV�

KDV� FRPH� LQWR� HIIHFW� VLQFH� ������ VHWWLQJ�

JURXQGV� IRU� D� PDUNHW� XSJUDGH� E\� 06&,��

7KLV� DPELWLRQ� FDQ� EH� DFFRPSOLVKHG� RQO\�

LI� WKH� JRYHUQPHQW� DJHQFLHV� FDQ� JXDUDQWHH�

the� reliability� of� ¿nancial� reporting� system�
DQG� EXLOG� WUXVW� DPRQJ� LQYHVWRUV�� 7KXV�� WKLV�

SDSHU�SURYLGHV�QRW�RQO\�SUHGLFWLRQV�IRU�KRZ�

¿rms�manipulate� their� earnings,� but� also� a�
UHIHUHQFH� SRLQW� IRU� PDUNHW� SDUWLFLSDQWV� WR�

differentiate�good�¿rms�from�bad�¿rms,�and�
IRU� VXSHUYLVRU\�ERGLHV�WR�HVWDEOLVK�HIIHFWLYH�

FRUSRUDWH� JRYHUQDQFH� SUDFWLFHV�� UHOLDEOH�

¿nancial�reporting,�and�solid�future�policies.

Alphonse� and� Hang� (2014)� ¿nd� that�
Vietnamese� ¿rms� are� likely� to� manipulate�
accruals� to� inÀate� earnings.� Their� results�
suggest� that� Vietnamese� ¿rms� tend� to� use�
accruals�to�inÀate�earnings�especially�in�those�
with� low� level� of� ¿nancial� distress.� In� this�
VWXG\��ZH�IRFXV�RQ�UHDO�HDUQLQJV�PDQDJHPHQW�

WR�SURYLGH�D�SLFWXUH�RQ�HDUQLQJV�PDQDJHPHQW�
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behaviors� of� Vietnamese� ¿rms.� We� ¿nd�
that� ¿rms� reporting� small� pro¿ts� exhibit�
REYLRXV�VLJQV�RI�UHDO�HDUQLQJV�PDQDJHPHQW��

particularly�lower�cash�Àows�from�operating�
DFWLYLWLHV�� ORZHU� GLVFUHWLRQDU\� H[SHQVHV� DQG�

KLJKHU� SURGXFWLRQ� FRVWV�� ,Q� DGGLWLRQ�� EDVHG�

RQ� WKH� VWDWLVWLF� UHVXOWV�� ZH� FRQMHFWXUH� WKDW�

UHGXFWLRQ� RI� GLVFUHWLRQDU\� H[SHQVHV� DQG�

RYHUSURGXFWLRQ� DUH� PRUH� IDYRUDEOH� WDFWLFV�

IRU� UHDO� HDUQLQJV� PDQDJHPHQW� RYHU� VDOHV�

DFFHOHUDWLRQ�

7KH�UHVW�RI�WKH�SDSHU�LV�DV�IROORZV��6HFWLRQ�

�� SURYLGHV� OLWHUDWXUH� UHYLHZV�� 6HFWLRQ�

�� GLVFXVVHV� PHWKRGRORJ\� DQG� GHYHORSV�

UHVHDUFK� K\SRWKHVHV�� 6HFWLRQ� �� SUHVHQWV�

VWDWLVWLF�UHVXOWV�DQG�6HFWLRQ���FRQFOXGHV�

���/LWHUDWXUH�UHYLHZV

0DQDJHUV� PDQLSXODWH� HDUQLQJV� WR�

DFKLHYH� SULYDWH� RXWFRPHV� WR� WKH� FRVW� RI�

RWKHU� VWDNHKROGHUV� E\� HLWKHU� DFFUXDO� RU� UHDO�

HDUQLQJV� PDQDJHPHQW�� RU� WKH� FRPELQDWLRQ�

RI� WKH� WZR� �'HFKRZ� DQG� 6NLQQHU�� �������

$FFUXDO�EDVHG� HDUQLQJV� PDQDJHPHQW� WDNHV�

DGYDQWDJH� RI� WKH� DFFUXDO� SULQFLSOHV�� ZKLFK�

DOORZ�FHUWDLQ�OHYHO�RI�PDQDJHPHQW�GLVFUHWLRQ�

LQ� HVWLPDWLQJ� WKH� PDJQLWXGH� DQG� WLPLQJ� RI�

HFRQRPLF�WUDQVDFWLRQ�UHFRUGHG�RQ�WKH�ERRNV��

FUHDWLQJ�WHPSRUDU\�RU�SHUPDQHQW�GLVFUHSDQF\�

between� ¿nancial� income� and� cash� Àows�
�5LFKDUGVRQ�HW�DO����������+RZHYHU��DFFUXDO�

HDUQLQJV�PDQDJHPHQW�LV�PRUH�VFUXWLQL]HG�E\�

DXGLWRUV� RU� UHJXODWRUV�� 7KHUHIRUH�� PDQDJHUV�

DYRLG� XVLQJ� VROHO\� DFFUXDO�EDVHG� HDUQLQJV�

PDQDJHPHQW� H[WHQVLYHO\� WR� PHHW� HDUQLQJV�

EHQFKPDUNV��7KH\�DUH�PRUH�OLNHO\�WR�HQJDJH�

UHDO� HDUQLQJV� PDQDJHPHQW� �*UDKDP� HW� DO���

������� 0DQDJHUV� FRQGXFW� UHDO� HDUQLQJV�

PDQDJHPHQW� WKURXJK� RSHUDWLRQDO� GHFLVLRQV��

VXFK� DV�DFFHOHUDWLRQ�RI� VDOHV��SRVWSRQHPHQW�

RI� UHVHDUFK� DQG� GHYHORSPHQW�� UHGXFWLRQ� LQ�

GLVFUHWLRQDU\� H[SHQVHV�� RU� RYHUSURGXFWLRQ�

�+HDO\� DQG� :DKOHQ�� ������ 'HFKRZ� DQG�

6NLQQHU�� ������ 5R\FKRZGKXU\�� �������

7KHVH� PDQLSXODWLRQV� GR� QRW� VLPSO\� DOWHU�

WKH� QXPEHUV� RQ� WKH� DFFRXQWLQJ� ERRNV��

but� also� cash� inÀows� and� outÀows� of� the�
¿rm.� These� manipulations� may� produce�
FRQWUDGLFWRU\�RXWFRPHV��)RU�H[DPSOH��ZKLOH�

RYHUSURGXFWLRQ� UHGXFHV� FRVW� RI� JRRGV� VROG��

LW� UHVXOWV� LQ� D� KLJKHU� KROGLQJ� FRVW� RI� ODUJHU�

LQYHQWRULHV��5R\FKRZGKXU\���������

8QGHUVWDQGLQJ� HDUQLQJV� PDQDJHPHQW�

has� considerable� economic� signi¿cance.�
$FFRXQWLQJ� LQDFFXUDF\� FUHDWHG� E\� DFFUXDO�

EDVHG� HDUQLQJV� PDQDJHPHQW� PXVW� EH�

FRUUHFWHG� LQ� IXWXUH� DFFUXDOV� DQG� HDUQLQJV�

�'HFKRZ� DQG�'LFKHY�� �������5HDO� HDUQLQJV�

PDQDJHPHQW� LV� ULVN\� DQG� H[SHQVLYH�� DV� LW�

averts� ¿rms� from� sustainable�operation� and�
LPSRVHV� DGGLWLRQDO� FRVWV� �5R\FKRZGKXU\��

������� 7KHVH� KDYH� QHJDWLYH� HIIHFW� RQ� WKH�

TXDOLW\�RI� FXUUHQW�SHULRG�HDUQLQJV� DQG� SDYH�

WKH�ZD\�IRU�IXWXUH�HDUQLQJV�VXUSULVHV��ZKLFK�

LQ� WXUQ� FUHDWH� DEQRUPDOLW\� LQ� VWRFN� UHWXUQV�

�6ORDQ��������DQG�LQFUHDVH�WKH�OLNHOLKRRG�RI�

D�SULFH�FUDVK�LQ�VXEVHTXHQW�SHULRGV��&KHQ�HW�

DO����������

(DUQLQJV� PDQDJHPHQW� EHKDYLRUV� DUH�

more�tactical�than�spontaneous.�Speci¿cally,�
¿rms� usually� manipulate� earnings� to� meet�
or� exceed� speci¿c� earnings� thresholds� not�
WR� GLVDSSRLQW� VWDNHKROGHUV�� 'HJHRUJH� HW� DO��

������� VKRZ� WKDW� WKUHH� FRPPRQ� WKUHVKROGV�

DUH��]HUR�HDUQLQJV��SUHYLRXV�\HDU�HDUQLQJV��DQG�

DQDO\VW�IRUHFDVWHG�HDUQLQJV��7KHVH�WKUHVKROGV�

KDYH�EHHQ�XVHG�LQ�D�QXPEHU�RI�ODWHU�VWXGLHV��

Roychowdhury� (2006)� ¿nds� evidence� of�
UHDO� DFWLYLWLHV�PDQLSXODWLRQ�DURXQG�HDUQLQJV�

WKUHVKROGV�� LQ� SDUWLFXODU�� WKH� ]HUR� HDUQLQJV��

$ORQJ� ZLWK� ]HUR� HDUQLQJV� DQG� SUHYLRXV�
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year�earnings,�Bornemann�et�al.�(2012)�¿nd�
PDQLSXODWLRQV�RI�EDQN�UHVHUYHV�WR�PHHW�WZR�

RWKHU� WKUHVKROGV�� HDUQLQJV� RI� D� SHHU� JURXS�

DQG�YRODWLOLW\�RI�SDVW�HDUQLQJV��$GGLWLRQDOO\��

HDUQLQJV� PDQDJHPHQW� LV� GHWHFWHG� DURXQG�

important� ¿nancial� events.� For� example,�
Teoh�et�al.�(1998)�¿nd�that�public�¿rms�tend�
to�inÀate�earnings�before�equity�offerings�to�
DWWUDFW�LQYHVWRUV��2Q�WKH�FRQWUDU\��*RQJ�HW�DO��

(2008)��assert�that�¿rms�manipulate�earnings�
GRZQZDUG� EHIRUH� D� VKDUH� UHSXUFKDVH� WR�

arti¿cially� dampen�market� price.� Managers�
FDQ� DOVR� PDQLSXODWH� HDUQLQJV� IRU� SULYDWH�

outcomes.� Cheng� and� War¿eld� (2005)�
LQGLFDWH�WKDW�PDQDJHUV�ZKR�KDYH�KLJK�HTXLW\�

LQFHQWLYHV�DUH�PRUH�OLNHO\�WR�UHSRUW�HDUQLQJV�

WKDW�PHHW�RU�H[FHHG�H[SHFWDWLRQV�

���0HWKRGRORJ\�

����� 0HDVXUHV� RI� UHDO� HDUQLQJV�

PDQDJHPHQW

:H� XVH� SUR[LHV� IRU� UHDO� HDUQLQJV�

PDQDJHPHQW� ZKLFK� DUH� VXJJHVWHG� E\�

5R\FKRZGKXU\� �������� +H� DUJXHV� WKDW�

PDQDJHUV� XVH� H[FHVVLYH� SULFH� GLVFRXQWV� RU�

FUHGLW� WHUPV� WR� WHPSRUDULO\� DFFHOHUDWH� VDOHV��

ZKLFK� UHVXOWV� LQ� DQ� LQFUHDVH� LQ� WKH� FXUUHQW�

SHULRG�HDUQLQJV��+RZHYHU��WKH�FXUUHQW�SHULRG�

cash�Àows�(CFO)�may�not�be�affected�by�this�
VWUDWHJ\�� *LYHQ� LQFUHDVHG� VDOHV�� XQFKDQJHG�

&)2� ZLOO� DSSHDU� WR� EH� DEQRUPDOO\� ORZ��

Abnormal�CFO� is�de¿ned� as� the� difference�
EHWZHHQ� DFWXDO� &)2� DQG� ³QRUPDO´� &)2�

JLYHQ�FHUWDLQ�OHYHO�RI�DQG�WKH�FKDQJH�LQ�VDOHV��

7KXV��DEQRUPDO�&)2�FDQ�EH�D�SUR[\�IRU�UHDO�

HDUQLQJV�PDQDJHPHQW��

$EQRUPDO� &)2� LV� HVWLPDWHG� DV� IROORZV��

)LUVW�� ZH� UXQ� FURVV�VHFWLRQDO� UHJUHVVLRQ� ����

IRU�HDFK�LQGXVWU\�DQG�\HDU��7KH�LQGXVWU\�\HDUV�

with�less�than�15�¿rms�are�removed�from�the�
VDPSOH��1RUPDO�&)2��1RUPB&)2$

W
�� LV�WKH�

¿tted�value�from�Equation�(1).

��������

�����������������������

tttt CFOANormACFOACFOA _/ 1 −= − ���������

:KHUH� &)2
W
� is� the� cash� Àows� from�

RSHUDWLQJ� DFWLYLWLHV� LQ� \HDU� W�� $� LV� WKH� WRWDO�

DVVHWV��6�LV�WKH�QHW�VDOHV��DQG�∆S�LV�WKH�FKDQJH�
LQ�QHW�VDOHV�

$EQRUPDO�&)2��$&)2$
W
��LV�WKH�GLIIHUHQFH�

EHWZHHQ� 1/ −tt ACFO � DQG� 1RUPB&)2$
W
�

�(TXDWLRQ� ���� � 6LPLODU� WR� WKH� DUJXPHQW� LQ�

5R\FKRZGKXU\� �������� VPDOOHU� DEQRUPDO�

cash� Àows� imply� more� real� earnings�
PDQDJHPHQW�

7KH� VHFRQG� SUR[\� IRU� UHDO� HDUQLQJV�

PDQDJHPHQW� LV� DEQRUPDO� GLVFUHWLRQDU\�

expenses.� Roychowdhury� (2006)� de¿nes� a�
GLVFUHWLRQDU\� H[SHQVH� DV� D� VXEMHFWLYH� FRVW�

WKDW�LV�QRW�HVVHQWLDO� IRU�EXVLQHVV�RSHUDWLRQV��

$GYHUWLVLQJ� H[SHQVHV�� 5	'� H[SHQVHV� DQG�

VHOOLQJ��JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�

DUH�DOO�FDWHJRUL]HG�DV�GLVFUHWLRQDU\�H[SHQVHV��

,Q� RXU� VDPSOH�� ZH� FDOFXODWH� GLVFUHWLRQDU\�

H[SHQVHV� DV� WKH� VXP� RI� VDOH� H[SHQVHV� DQG�

DGPLQLVWUDWLYH�H[SHQVHV��6LPLODU�WR�WKH�DERYH�

SURFHGXUH�� ZH� UXQ� UHJUHVVLRQ� (TXDWLRQ� ����

and�use�the�¿tted�value�as�proxy�for�normal�
GLVFUHWLRQDU\� H[SHQVHV� �1RUPB',6$

W
��� 7KH�

GLIIHUHQFH� EHWZHHQ� DFWXDO� GLVFUHWLRQDU\�

H[SHQVHV�DQG�QRUPDO�GLVFUHWLRQDU\�H[SHQVHV�

LV� WKH� DEQRUPDO� GLVFUHWLRQDU\� H[SHQVHV�

�$',6$
W
��� /RZHU� DEQRUPDO� GLVFUHWLRQDU\�

H[SHQVHV� LPSO\� PRUH� UHDO� HDUQLQJV�

PDQDJHPHQW�

���������������



5(6($5&+�21�(&2120,&�$1'�,17(*5$7,21

(;7(51$/�(&2120,&6�5(9,(: 1R���������������

���������������������

tttt DISANormADISADISA _/ 1 −= − ��������

:KHUH�',6
W
� LV�WKH�GLVFUHWLRQDU\�H[SHQVHV�

LQ�\HDU�W��$�LV�WKH�WRWDO�DVVHWV�DQG�6�LV�WKH�QHW�

VDOHV�

7KH� WKLUG� SUR[\� XVHG� E\�5R\FKRZGKXU\�

������� LV� DEQRUPDO� SURGXFWLRQ� FRVWV�� ,Q�

order� to� inÀate� earnings,� managers� may�
ERRVW� SURGXFWLRQ� PRUH� WKDQ� QHHGHG� WR�

ORZHU� WKH� DYHUDJH� WRWDO� FRVW� SHU� XQLW�� WKXV�

deÀate� the� reported� cost� of� goods� sold�
and� increase� operating� pro¿ts� margin.�
)ROORZLQJ� 5R\FKRZGKXU\� �������� ZH� UXQ�

WKH� UHJUHVVLRQ� (TXDWLRQ� ���� WR� HVWLPDWH� WKH�

QRUPDO�SURGXFWLRQ�FRVWV��1RUPB352'$
W
��DV�

the� ¿tted�value.�Production� costs�are�as� the�
VXP�RI�FRVW�RI�JRRGV�VROG�DQG�WKH�FKDQJH�LQ�

LQYHQWRU\�GXULQJ�WKH�\HDU�

����������

tttt PRODANormAPRODAPRODA _/ 1 −= − ����

:KHUH�352'
W
�LV�SURGXFWLRQ�FRVWV�LQ�\HDU�

W��$�LV�WKH�WRWDO�DVVHWV��6�LV�WKH�QHW�VDOHV��DQG�

∆S�LV�WKH�FKDQJH�LQ�QHW�VDOHV�

$EQRUPDO� SURGXFWLRQ� FRVWV� �$352'$
W
��

LV� WKH� GLIIHUHQFH� EHWZHHQ� DFWXDO� SURGXFWLRQ�

FRVWV� DQG� QRUPDO� OHYHO� RI� SURGXFWLRQ� FRVWV��

/DUJHU� DEQRUPDO� SURGXFWLRQ� FRVWV� LQGLFDWH�

PRUH�UHDO�HDUQLQJV�PDQDJHPHQW�

)ROORZLQJ�&RKHQ�HW�DO����������ZH�FUHDWH�

D� FRPSUHKHQVLYH� PHDVXUH� RI� UHDO� HDUQLQJV�

PDQDJHPHQW�E\�DJJUHJDWLQJ�WKH�DERYH�WKUHH�

SUR[LHV�� 7KH� QHZO\� FRQVWUXFWHG� SUR[\� LV�

&20B5(0
W
�� /RZHU� &20B5(0

W
� LQGLFDWHV�

KLJKHU�OHYHO�RI�UHDO�HDUQLQJV�PDQDJHPHQW��

&20B5(0
W
� �$&)2$

W�
��$',6$

W�
��$352'$

W
������

�����5HVHDUFK�K\SRWKHVHV

)ROORZLQJ� 5R\FKRZGKXU\� �������� ZH�

compare� a� group� of� suspected� ¿rms� with�
other� ¿rms� in� term� of� abnormal� CFO,�
DEQRUPDO� GLVFUHWLRQDU\� H[SHQVHV� DQG�

DEQRUPDO� SURGXFWLRQ� FRVWV�� 7KH� VXVSHFWHG�

¿rms� are� those� that� have� earnings� close� to�
]HUR� HDUQLQJV� WKUHVKROG�� :H� SURSRVH� WKH�

IROORZLQJ�IRXU�K\SRWKHVHV�

H1.� Suspected� ¿rms� exhibit� lower�
abnormal�cash�Àow�from�operating�activities�
than�non-suspected�¿rms�do.

H2.� Suspected� ¿rms� exhibit� lower�
DEQRUPDO� GLVFUHWLRQDU\� H[SHQVHV� WKDQ� QRQ�

suspected�¿rms�do.

H3.� Suspected� ¿rms� exhibit� higher�
DEQRUPDO� SURGXFWLRQ� FRVWV� WKDQ� QRQ�

suspected�¿rms�do.

H4.�Suspected�¿rms�exhibit�lower�COM_
REM�than�non-suspected�¿rms.

&RKHQ�HW�DO���������LQGLFDWH�WKDW�WKHUH�LV�D�

WUDGH�RII�EHWZHHQ�UHDO�HDUQLQJV�PDQDJHPHQW�

DQG� DFFUXDO� HDUQLQJV� PDQDJHPHQW�� 7KXV��

ZH� LQFOXGH� GLVFUHWLRQDU\� DFFUXDOV� �� D�

FRPPRQ�PHDVXUH�IRU�DFFUXDO�EDVHG�HDUQLQJV�

PDQDJHPHQW�LQ�OLWHUDWXUH���LQ�WKH�PRGHO��:H�

apply� modi¿ed� Jones� model� (Dechow� et�
DO��������� WR�HVWLPDWH�GLVFUHWLRQDU\�DFFUXDOV�

�'$
W
��DV�WKH�GLIIHUHQFH�EHWZHHQ�WRWDO�DFFUXDOV�

�7$
W
)� and� the� ¿tted� value� of� regression�

(TXDWLRQ� ����� ZKLFK� LV� SUR[\� IRU� QRUPDO�

DFFUXDOV��1RUPB7$
W
��

�����������
���

�������������
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:KHUH� DFFUXDOV� �7$
W
�� LV� WKH� GLIIHUHQFH�

EHWZHHQ�QHW�RSHUDWLQJ�HDUQLQJV�DQG�RSHUDWLQJ�

cash� Àows;� PPE
W
� LV� WKH� YDOXH� RI� SURSHUW\��

SODQW�DQG�HTXLSPHQW�

)ROORZLQJ� 5R\FKRZGKXU\� ������� DQG�

Guo�et�al.�(2015),�we�add�¿rm�size,�leverage,�
PDUNHW�WR�ERRN�UDWLR�DQG�UHWXUQV�RQ�DVVHWV�DV�

FRQWURO�YDULDEOHV�LQ�RXU�UHJUHVVLRQ�PRGHO�WR�

control�for�¿rm�characteristics.�

:H� LQYHVWLJDWH� WKH� GLIIHUHQFH� LQ� WKH�

OHYHO� RI� UHDO� HDUQLQJV�PDQDJHPHQW�EHWZHHQ�

suspected�¿rms�and�the�rest�of�the�sample�by�
examining�the�coef¿cient�of�variable�SUS�in�
WKH�IROORZLQJ�PRGHO��

��������

:KHUH�

5(0 �SUR[LHV�IRU�UHDO�HDUQLQJV�

PDQDJHPHQW��$&)2$��$',6$��$352'$�

DQG�&20B5(0�

6L]H ORJDULWKP�RI�PDUNHW�FDSLWDOL]DWLRQ

/(9 �ORQJ�WHUP�OLDELOLWLHV�VFDOHG�E\�WRWDO�

DVVHWV

52$ LQFRPH�EHIRUH�H[WUDRUGLQDU\�LWHPV�

VFDOHG�E\�WRWDO�DVVHWV

$%6B'$ �$EVROXWH�YDOXH�RI�

GLVFUHWLRQDU\�DFFUXDOV��'$�

07% �PDUNHW�WR�ERRN�UDWLR

,QGXVWU\ �'XPPLHV�IRU�LQGXVWULHV

<HDU �'XPPLHV�IRU�\HDUV

SUS=�1�if�operating�pro¿ts�is�positive�
DQG�OHVV�WKDQ����RI�WRWDO�DVVHWV

H1� and� H2� mean� that� β
�
� LV� H[SHFWHG� WR�

EH�QHJDWLYH�LI�5(0�LV�PHDVXUHG�DV�$&)2$�

or� ADISA.� H3� and� H4� imply� that� β
�
� LV�

H[SHFWHG�WR�EH�SRVLWLYH�LI�5(0�LV�PHDVXUHG�

DV�$352'$�RU�&20B5(0�

���'DWD�DQG�GHVFULSWLYH�VWDWLVWLFV

We� collect� ¿nancial� data� for� all� ¿rms�
OLVWHG�RQ� WKH�+RFKLPLQK�6WRFN�([FKDQJH�DQG�

+DQRL� 6WRFN� ([FKDQJH� IURP� ����� WR� �����

IURP� 9LHWVWRFN� ZHEVLWH�� )RU� FDOFXODWLRQ� RI�

PDUNHW�FDSLWDOL]DWLRQ��ZH�XVH�QXPEHU�RI�VKDUHV�

RXWVWDQGLQJ� SURYLGHG� E\� 6WR[SOXV� DQG� VKDUH�

SULFH�GDWD�IURP�&DIH)�ZHEVLWH��:H�XVH�LQGXVWU\�

classi¿cation�by�Vietstock,�which�is�based�on�
The� North� American� Industry� Classi¿cation�
System.� We� exclude� ¿nancial� ¿rms� for�
SDUWLFXODULWLHV�LQ�WKHLU�RSHUDWLRQDO�DFWLYLWLHV��

6LQFH�ZH�XVH�FKDQJH�LQ�VDOHV�RI�WKH�SUHYLRXV�

\HDU� WR� HVWLPDWH� DEQRUPDO� SURGXFWLRQ� FRVWV�

DQG� XVH� WKH� ODJJHG� WRWDO� DVVHWV� WR� HVWLPDWH�

other�proxies�of�earnings�management,�¿rm-
\HDUV�RI������DQG������DUH�ORVW��)XUWKHUPRUH��

DV�PHQWLRQHG�LQ�6HFWLRQ����ZH�UHTXLUH�DW�OHDVW�

15�¿rms�in�each�industry-year�to�estimate�the�
SUR[LHV� RI� HDUQLQJ� PDQDJHPHQW�� ,QGXVWU\�

years�with�less�than�15�¿rms�are�removed�from�
WKH�GDWD��)LQDOO\��ZH�KDYH������REVHUYDWLRQV��

LQ� ZKLFK� ���� REVHUYDWLRQV� �������� DUH�

considered�as�suspected�¿rm-years.

'HVFULSWLYH�VWDWLVWLFV�LQ�7DEOH���VHUYHV�DV�

D�SUHOLPLQDU\�FRPSDULVRQ�EHWZHHQ�VXVSHFWHG�

¿rms� and� non-suspected� ¿rms.� For� non-
suspected� ¿rms,� means� and� medians� of� all�
real�earnings�management�proxies�(¿rst�four�
YDULDEOHV��DUH�YHU\�FORVH�WR�]HUR��ZKLOH�WKRVH�

in� suspected�¿rms� are�much�more� different�
from� zero.�Abnormal� cash� Àows� (ACFOA)�
of�suspected�¿rms�are�3.7%�lower�in�term�of�
PHDQ�� DQG������� ORZHU� LQ� WHUP�RI�PHGLDQ��
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Table�1:�Mean/Median�Differences�between�Suspected�and�Non-suspected�¿rms

Suspected�¿rms Non-suspected�¿rms 0HDQ�
GLIIHUHQFHV

0HGLDQ�
GLIIHUHQFHV

9DULDEOH 0HDQ 0HGLDQ 0HDQ 0HGLDQ

&20B5(0 ������� ������� ������ �������� ������

�������

�������
�������

$&)2$ ������� ������� ������� �������� �������

���������

�������
��������

$',6$ ������� ������� ������� �������� �������
�������

��������
�������

$352'$ ������ ������ �������� �������� ������
������

������
������

$%6B'$ ������ ������ ������ ������ �������
�������

�������
���������

6,=( ����� ����� ����� ����� ������
�������

������
�������

07% ����� ����� ����� ����� ������
�������

������
�������

52$ ������� ������� ������ ������ �������
��������

�������
����������

/(9 ����� ������ ����� ������ �������
������

������
������

1 ��� ����

&20B5(0 $&)2�$',6�$352'$�� $&)2$ � $EQRUPDO� &)2�� $',6$ � DEQRUPDO� GLVFUHWLRQDU\� H[SHQVHV���
$352'$ �DEQRUPDO�SURGXFWLRQ�FRVWV��$%6B'$ �$EVROXWH�YDOXH�RI�GLVFUHWLRQDU\�DFFUXDOV��6HH�6HFWLRQ���IRU�PHDVXUHPHQW�
RI�WKHVH�YDULDEOHV�

SIZE=ln(market�capitalization),�ROA=Net�Operating�pro¿t�scaled�by�total�assets;�LEV=long-term�liability�scaled�by�
total�assets;;�SUS=1�for�suspected�¿rm-years�and�0�otherwise.�Suspected�¿rm-years�are�¿rms�those�have�net�operating�
pro¿t�scaled�by�total�assets�between�0�and�1percent.

(***),�(**),�(*)�indicate�signi¿cance�at�the�1%,�5%�and�10%�level,�respectively;��W�VWDWLVWLFV�DUH�SUHVHQWHG�LQ�SDUHQWKHVHV�

$EQRUPDO� GLVFUHWLRQDU\� H[SHQVHV� �$',6$��

of� suspected� ¿rms� are� also� lower.� These�
results� are� in� accordance�with� our� ¿rst� and�
VHFRQG� K\SRWKHVHV�� 0RUHRYHU�� FRQVLVWHQW�

with� our� third� hypothesis,� suspected� ¿rms�
KDYH�KLJKHU�PHDQV�DQG�PHGLDQV�RI�DEQRUPDO�

SURGXFWLRQ� FRVWV� �$352'$��� ,Q� OLQH� ZLWK�

our� fourth� hypothesis,� suspected� ¿rms�
H[KLELW� ORZHU� FRPSUHKHQVLYH� PHDVXUH� RI�

UHDO� HDUQLQJV� PDQDJHPHQW� �&20B5(0��

than� non-suspected� ¿rms� do.� All� of� these�
differences� are� highly� signi¿cant,� strongly�
con¿rming�our�suspision�that�suspected�¿rms�
XVH�UHDO�HDUQLQJV�PDQDJHPHQW�WR�DFKLHYH�WKH�

WKUHVKROG�RI�]HUR�HDUQLQJV�

7DEOH� �� UHSRUWV� WKH� 3HDUVRQ� FRUUHODWLRQ�

PDWUL[� RI� WKH� IRXU� SUR[LHV� RI� UHDO� HDUQLQJV�

PDQDJHPHQW��686�DQG�FRQWURO�YDULDEOHV��7KH�
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FRUUHODWLRQV�EHWZHHQ�686�DQG�HDFK�RI�&20B

5(0��$&)2$��$',6$�DQG�$352'$�DUH�DOO�

signi¿cant�and�have�expected�signs� (-0.161,�
���������������DQG��������UHVSHFWLYHO\���7KH\�

indicate� that� suspected� ¿rms� tend� to� have�
PRUH� UHDO� HDUQLQJV�PDQDJHPHQW��0RUHRYHU��

the� signi¿cant� correlations� between� ROA�
DQG� WKHVH� IRXU� SUR[LHV� RI� UHDO� HDUQLQJV�

PDQDJHPHQW� �������� ������� ������� ��������

respectively)�suggest�that�¿rms�with�high�level�
RI� HDUQLQJV�DUH� OHVV� OLNHO\� WR� HQJDJH� LQ� UHDO�

earnings�management.�Similarly,�larger�¿rms�
�KLJK�6,=(��ZLWK�KLJKHU�JURZWK��KLJK�07%��

WHQG�QRW� WR�KDYH� UHDO�HDUQLQJV�PDQDJHPHQW��

+RZHYHU��WKH�FRUUHODWLRQV�EHWZHHQ�$%6B'$�

DQG� HDFK� RI�52$��07%� DQG� 6,=(� VXJJHVW�

that�larger�¿rms,�high-growth�¿rm�and�better-
performing� ¿rms� are�more� likely� to� engage�
LQ� DFFUXDO�EDVHG� HDUQLQJV� PDQDJHPHQW���

6LQFH� ZH� GR� QRW� REVHUYH� DQ\� H[WUHPH�

FRUUHODWLRQ� DPRQJ� LQGHSHQGHQW� YDULDEOHV��

PXOWLFROOLQHDULW\�VKRXOG�QRW�EH�D�FRQFHUQ� LQ�

RXU�UHJUHVVLRQ����

���5HJUHVVLRQ�UHVXOWV

7DEOH� �� UHSRUWV� UHVXOWV� IRU� UHJUHVVLRQ�

����� ZLWK� GLIIHUHQW� SUR[LHV� RI� UHDO� HDUQLQJV�

PDQDJHPHQW�� 7KH� PRGHO� LQFOXGHV� 6,=(��

07%��52$�� /(9� DQG�$%6B'$� DV� FRQWURO�

YDULDEOHV�� WR� DGGUHVV� WKH� SRVVLELOLW\� WKDW�

RXU� HVWLPDWLRQV� RI� DEQRUPDO� YDOXHV� DUH�

V\VWHPDWLFDOO\�FRUUHODWHG�ZLWK�WKHVH�YDULDEOHV��

:KLOH� DEQRUPDO� YDOXHV� VKRZ� DOPRVW� QR�

relationship�with�SIZE�and�LEV,�¿rms�with�
EHWWHU�SHUIRUPDQFH��52$��DQG�KLJKHU�PDUNHW�

valuation� (MTB)� undertake� signi¿cantly�
OHVV� UHDO� HDUQLQJV� PDQDJHPHQW�� DV� VKRZQ�

FRQVLVWHQWO\�DFURVV�DOO�IRXU�PHDVXUHV��,Q�RWKHU�

ZRUGV�� UHDO� HDUQLQJV� PDQDJHPHQW� DSSHDUV�

to� be� indigenous� to� less� vibrant� ¿rms.� The�
explanation� could� be� that� marginal� bene¿ts�

RI� HDUQLQJV� PDQDJHPHQW� DUH� PXFK� OHVV� LQ�

good�¿rms.�There�is�little�incentive�to�get�into�
complication� of� manipulation� if� the� ¿rm� is�
DOUHDG\�YLJRURXV��

$FURVV� IRXU� UHJUHVVLRQV�� LW� LV� QRWLFLEOH�

that� the� coef¿cients� of� ROA� are� largest� in�
PDJQLWXGH��DEVROXWH�YDOXHV�UDQJH�IURP�������

WR� ������� DQG� DOVR� KLJKHVW� LQ� VWDWLFWLVFDO�

signi¿cance�(all�at�1%).�For�comparison,�MTB�
coef¿cients� have� absolute� values� ranging�
IURP� ����� WR� �������� *LYHQ� WKDW� VWDQGDUG�

GHYLDWLRQV�RI�07%�DQG�52$�DUH�URXJKO\�����

DQG�������D�FKDQJH�E\�RQH�VWDQGDUG�GHYLDWLRQ�

LQ� 52$� ZLOO� EH� DFFRPSDQLHG� E\� D� PXFK�

ODUJHU� FKDQJH� LQ� DEQRUPDO� HVWLPDWHV� WKDQ�

D� RQH� VWDQGDUG� GHYLDWLRQ� FKDQJH� LQ� 07%��

+HQFH��WKH�GHFLVLRQ�WR�HQJDJH�LQ�UHDO�HDUQLQJV�

PDQDJHPHQW��DV�UHSUHVHQWHG�E\�RXU�DEQRUPDO�

HVWLPWHV��LV�VWURQJO\�GHWHUPLQHG�E\�WKH�OHYHO�RI�

HDUQLQJV��,QGHHG��WKH�SXUSRVH�RI�UHDO�HDUQLQJV�

PDQDJHPHQW� LV� WR�KDYH� D�GHVLUDEOH� UHSRUWHG�

earnings.�This�con¿rms�the�approprietness�of�
RXU�IRXU�SUR[LHV�

'XPP\� YDULDEOH� 686� VKRZV� WKH�

differences� between� suspected� ¿rms� and�
other� ¿rms.� Consistent� with� our� ¿rst�
hypothesis,� SUS� coef¿cient� is� negative� in�
column� (1),� indicating� that� suspected� ¿rms�
DUH� PRUH� OLNHO\� WR� XQGHUWDNH� UHDO� HDUQLQJV�

PDQDJHPHQW� E\� VDOHV� DFFHOHUDWLRQ� XVLQJ�

FUHGLWV� DQG� GLVFRXQWV�� ZKLFK� OHDGV� WR� QR�

FKDQJH� RU� GLVSURSRUWLRQDWH� VPDOOHU� LQFUHDVH�

in�CFO.�Moreover,�negative�SUS�coef¿cient�
in�column� (2)� suggests� that� suspected� ¿rms�
inÀate� earnings� by� cutting� discretionary�
H[SHQVHV�� VXFK� DV� VHOOLQJ� H[SHQVHV� DQG�

DGPLQLVWUDWLRQ� H[SHQVHV�� ,Q� DJUHHPHQW� ZLWK�

the�third�hypothesis,�signi¿cant�positive�SUS�
coef¿cient� in� column� (3)� implies� that� ¿rms�
HIIHFWXDOO\� PDQDJH� WR� UHDFK� ]HUR� HDUQLQJV�
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WKUHVKROG� E\� RYHUSURGXFWLRQ�� ,Q� FROXPQ�

����� WKH� FRPELQHG� HIIHFWV� RI� WKH� SUHYLRXV�

three�measures� result� in�a�highly� signi¿cant�
coef¿cient.�It�is�therefore�obvious�that�listed�
¿rms� on� Vietnam� stock� market� actually�
PDQLSXODWH�WKHLU�RSHUDWLRQDO�DFWLYLWLHV�WR�PHHW�

]HUR�HDUQLQJV�WKUHVKROG��

7KLV�WDEOH�UHSRUWV�WKH�UHVXOWV�RI�WKH�UHJUHVVLRQ�

PRGHO�������LQ�ZKLFK�5(0�LQGLFDWHV�WKH�OHYHO�RI�

UHDO�HDUQLQJV�PDQDJHPHQW�ZKLFK�LV�PHDVXUHG�

E\� DEQRUPDO� &)2� �$&)2$��� DEQRUPDO�

GLVFUHWLRQDU\� H[SHQVHV� �$',6$��� DEQRUPDO�

SURGXFWLRQ�FRVWV��$352'$��DQG�&20B5(0�

�&20B5(0 $&)2�$',6�$352'$���

$%6B'$ � $EVROXWH� YDOXH� RI� GLVFUHWLRQDU\�

DFFUXDOV�� 6HH� 6HFWLRQ� �� IRU� PHDVXUHPHQW� RI�

WKHVH�YDULDEOHV�

+RZHYHU�� ZH� DFNQRZOHGJH� WKDW� WKH�

signi¿cance� level� of� SUS� coef¿cient� is� at�
10%� in� the� ¿rst� column,� which� means� the�
SRZHU�RI�WKH�WHVW�LV�QRW�VR�VWURQJ�FRPSDUHG�WR�

RWKHU�FROXPQV��7KLV�FDQ�EH�H[SODLQHG�LQ�WZR�

GLIIHUHQW�ZD\V��

7DEOH����5HJUHVVLRQ�UHVXOWV

��� ��� ��� ���

9$5,$%/(6 $&)2$ $',6$ $352'$ &20B5(0

6,=( �������� ������� ������� ��������

������� ������ ������ �������

07% ������ ������ ������� ������

������ ������ ������� ������

52$ ����� ����� ������ �����

������ ������ ������� ������

/(9 ������ ������� ������� ������

������ ������� ������ ������

$%6B'$ ������� �������� ����� ������

������� ������� ������ �������

686 ������� �������� ������ �������

������� ������� ������ �������

&RQVWDQW �������� ������� ������ �������

������� ������� ������ �������

2EVHUYDWLRQV ����� ����� ����� �����

5�VTXDUHG ����� ����� ����� �����

SIZE=ln(market�capitalization),�ROA=Net�Operating�pro¿t�scaled�by�total�assets;�LEV=long-term�liability�scaled�by�total�
assets;�SUS=1�for�suspected�¿rm-years�and�0�otherwise.�Suspected�¿rm-years�are�¿rms�those�have�net�operating�pro¿t�deÀated�
WRWDO�DVVHWV�EHWZHHQ���DQG���SHUFHQW�

The�coef¿cients�of�industry�and�year�dummies�are�not�reported.�

(***),�(**),�(*)�indicate�signi¿cance�at�the�1%,�5%�and�10%�level,�respectively.��7�VWDWLVWLFV�DUH�SUHVHQWHG�LQ�SDUHQWKHVHV�
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)LUVW�� DV� GLVFUHWLRQDU\� H[SHQVHV� DUH�

PRVWO\� FDWDJRUL]HG� DV� RSHUDWLQJ� DFWLYLWLHV��

when�a�¿rm�manupulate�earnings�by�cutting�
GLVFUHWLRQDU\� H[SHQVHV�� LW� VLPXOWDQHRXVO\�

decrease� cash� outÀows,� and� thus� increase�
cash� inÀows� from� operating� activities.� At�
WKH� VDPH� WLPH�� VDOHV� DFFHOHUDWLRQ� E\� FUHGLW�

sales� and� discounts� dampen� cash-Àows-to-
DVVHW� UDWLR�� 7KHVH� WZR� FRQWUDGLFWRU\� HIIHFWV�

PD\� XSVHW� HDFK� RWKHU�� UHVXOWLQJ� LQ� D� OHVV�

signi¿cant� coef¿cient� of� SUS� in� ACFOA�
PRGHO��,W�LV�ZRUWK�UHPLQGLQJ�WKH�UHODWLRQVKLS�

EHWZHHQ� $&)2$� DQG� $',6$� LV� QRW� RQH�

ZD\�� (IIRUWV� WR� DFFHOHUDWH� VDOHV� PD\� DOVR�

LQFUHDVH� VHOOLQJ� H[SHQVHV�� RQH� FRPSRQHQW�

RI� GLVFUHWLRQDU\� H[SHQVHV�� WKXV� SRWHQWLDOO\�

reduce�the�statistical�signi¿cance�of��SUS�in�
$',6$�PRGHO�

:H� SURSRVH� D� VHFRQG� H[SODQDWLRQ� DV�

IROORZV�� 'HVSLWH� PXWXDO� RIIVHWLQJ� HIIHFWV�

EHWZHHQ� VDOHV� DFFHOHUDWLRQ� DQG� UHGXFWLRQ�

of� discretionary� expenses,� coef¿cient� of�
SUS� in� ACFOA� model� is� less� signi¿cant�
SUREDEO\� EHFDXVH� VDOHV� DFFHOHUDWLRQ� PD\�

QRW�EH�WKH�IDYRULWH�DSSURDFK�LQ�UHDO�HDUQLQJV�

PDQLSXODWLRQ�� 5HGXFWLRQ� RI� GLVFUHWLRQDU\�

H[SHQVHV�DQG�RYHUSURGXFWLRQ�VHHP�WR�EH�PRUH�

IDYRUDEOH�WDFWLFV��DV�VKRZQ�ZLWK�KLJKHU�OHYHO�

of�statistical�signi¿cance.�This�is�not�unusual,�
DV�DFFHOHUDWLRQ�RI�VDOHV�E\�FUHGLW�LV�YHU\�ULVN\��

and�to�inÀate�earnings�by�pushing�sales�with�
ODUJH� GLVFRXQWV� GRHV� QRW� DOZD\V� ZRUN� RXW�

DV� H[SHFWHG�� DV� LW� GHSHQGV� RQ� DQ� LPSRUWDQW�

H[WHUQDO� IDFWRU� ±� WKH� FXVWRPHUV�� :KHUHDV��

FXWWLQJ�GLVFUHWLRQDU\�H[SHQVHV�DQG� UHGXFLQJ�

FRVW� RI� JRRGV� VROG� E\� RYHUSURGXFWLRQ� FDQ�

EH� GRQH� LQWHUQDOO\�� 7KH\� DUH� QHYHWKHOHVV�

YHU\�VDIH�WDFWLFV�DQG�WKH�HIIHFWV�DUH�DVVXUHG��

$Q\KRZ�� WKH� RYHUSURGXFHG� JRRGV� LV� LQ�

WKH� VWRUDJH� RI� LQYHQWRU\��PXFK�VDIHU� D� W\SH�

RI� DVVHW� WKDQ� LQ� UHFHLYDEOHV� JHQHUDWHG� E\�

DFFHOHUDWHG�VDOHV��

���&RQFOXVLRQ

In�this�paper,�we�use�a�sample�of�listed�¿rms�
RQ�ERWK�H[FKDQJH�+6;�DQG�+1;�IURP������

�����WR�H[DPLQH�UHDO�HDUQLQJV�PDQDJHPHQW�LQ�

Vietnamese� listed�¿rms.�In�accordance�with�
prior� literature,� we� ¿nd� that� managers� are�
WHPSWHG� WR�PDQLSXODWH�RSHUDWLRQDO�DFWLYLWLHV�

to�meet�zero�earnings�threshold.�Speci¿cally,�
WKH\� HQJDJH� LQ� UHDO� HDUQLQJV� PDQDJHPHQW�

WKURXJK� VDOHV� DFFHOHUDWLRQ�� UHGXFWLRQ� RI�

GLVFUHWLRQDU\�H[SHQVHV��DQG�RYHUSURGXFWLRQ��

7KLV�FRQFOXVLRQ�LV�FRQVLVWHQW�DFURVV�GLIIHUHQW�

SUR[LHV� XVHG�� LQFOXGLQJ� DEQRUPDO� FDVK�

Àows,�abnormal�discretionary� expenses� and�
DEQRUPDO� SURGXFWLRQV� FRVWV�� $GGLWLRQDOO\��

UHDO� HDUQLQJV� PDQDJHPHQW� LV� OHVV� VHYHUH� LQ�

EHWWHU�SHUIRUPLQJ�� KLJKHU�PDUNHW�YDOXDWLRQ�

¿rms.� Based� on� the� results,� we� conjecture�
WKDW� UHGXFWLRQ� RI� GLVFUHWLRQDU\� H[SHQVHV�

DQG� RYHUSURGXFWLRQ�PD\� EH�PRUH� IDYRUDEOH�

WDFWLFV�LQ�UHDO�HDUQLQJV�PDQDJHPHQW�

*LYHQ� WKH�DERYH� UHVXOWV��ZH�VXJJHVW� WKDW�

PDUNHW� SDUWLFLSDQWV�� HVSHFLDOO\� LQGLYLGXDO��

QRQ�VRSKLVWLFDWHG� LQYHVWRUV�� VKRXOG� EH�

VNHSWLFDO� RI� WKH� UHSRUWHG� HDUQLQJV� WKDW� DUH�

FORVH� WR�]HUR��7KH\�VKRXOG� FORVHO\�H[DPLQH�

ZKHWKHU� WKHUH� DUH� LQFRQVLVWHQF\� EHWZHHQ�

sales� growth� and� cash� Àows,� discretionary�
H[SHQVHV�DQG�LQYHQWRU\�
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5HIHUHQFHV

��� $6,$1�'(9(/230(17�%$1.��$'%���������$6($1�FRUSRUDWH�JRYHUQDQFH�

VFRUHFDUG�FRXQWU\�UHSRUWV�DQG�DVVHVVPHQWV������

��� $/3+216(��3��	�+$1*��1��7��������)LQDQFLDO�'LVWUHVV�DQG�$FFUXDO�$QRPDO\��

(YLGHQFH�IURP�WKH�9LHWQDPHVH�6WRFN�0DUNHW��$YDLODEOH�DW�6651���������

�� %251(0$11��6���.,&.��7���0(00(/��&��	�3),1*67(1��$��������$UH�EDQNV�

XVLQJ� KLGGHQ� UHVHUYHV� WR� EHDW� HDUQLQJV� EHQFKPDUNV"� (YLGHQFH� IURP�*HUPDQ\��

-RXUQDO�RI�%DQNLQJ�	�)LQDQFH����������������

��� %85*67$+/(5��'��	�',&+(9��,��������(DUQLQJV�PDQDJHPHQW�WR�DYRLG�HDUQLQJV�

GHFUHDVHV�DQG�ORVVHV��-RXUQDO�RI�DFFRXQWLQJ�DQG�HFRQRPLFV�������������

��� &+(1��&���.,0��-��%��	�<$2��/��������(DUQLQJV�VPRRWKLQJ��'RHV�LW�H[DFHUEDWH�

RU�FRQVWUDLQ�VWRFN�SULFH�FUDVK�ULVN"�-RXUQDO�RI�&RUSRUDWH�)LQDQFH������������

��� &+(1*�� 4�� 	� :$5),(/'�� 7�� '�� ������ (TXLW\� LQFHQWLYHV� DQG� HDUQLQJV�

PDQDJHPHQW��7KH�DFFRXQWLQJ�UHYLHZ��������������

�� &2+(1��'��$���'(<��$��	�/<6��7��=�� ������5HDO� DQG�DFFUXDO�EDVHG� HDUQLQJV�

PDQDJHPHQW�LQ�WKH�SUH�DQG�SRVW�6DUEDQHV�2[OH\�SHULRGV��7KH�DFFRXQWLQJ�UHYLHZ��

������������

��� '(&+2:��3��0���5,&+$5'621��6��$��	�781$�� ,��������:K\� DUH�HDUQLQJV�

NLQN\"� $Q� H[DPLQDWLRQ� RI� WKH� HDUQLQJV� PDQDJHPHQW� H[SODQDWLRQ�� 5HYLHZ� RI�

DFFRXQWLQJ�VWXGLHV�������������

��� '(&+2:��3��0��	�6.,11(5��'��-��������(DUQLQJV�PDQDJHPHQW��5HFRQFLOLQJ�

WKH� YLHZV� RI� DFFRXQWLQJ� DFDGHPLFV�� SUDFWLWLRQHUV�� DQG� UHJXODWRUV�� $FFRXQWLQJ�

KRUL]RQV��������������

���� (&+2:��3��0���6/2$1��5��*��	�6:((1(<��$��3��������'HWHFWLQJ�HDUQLQJV�

PDQDJHPHQW��$FFRXQWLQJ�UHYLHZ����������

���� '(*(25*(��)���3$7(/��-��	�=(&.+$86(5��5��������(DUQLQJV�PDQDJHPHQW�WR�

H[FHHG�WKUHVKROGV��7KH�-RXUQDO�RI�%XVLQHVV�����������

����GONG,�G.,�LOUIS,�H.�&�SUN,�A.�X.�2008.�Earnings�management�and�¿rm�performance�
IROORZLQJ�RSHQǦPDUNHW�UHSXUFKDVHV��7KH�-RXUQDO�RI�)LQDQFH��������������

���� *5$+$0�� -�� 5��� +$59(<�� &�� 5�� 	� 5$-*23$/�� 6�� ������ 7KH� HFRQRPLF�

implications�of�corporate�¿nancial�reporting.�-RXUQDO�RI�DFFRXQWLQJ�DQG�HFRQRPLFV��
���������

��� *82��-���+8$1*��3���=+$1*��<��	�=+28��1��������)RUHLJQ�RZQHUVKLS�DQG�UHDO�

HDUQLQJV�PDQDJHPHQW��(YLGHQFH�IURP�-DSDQ��-RXUQDO�RI�,QWHUQDWLRQDO�$FFRXQWLQJ�

5HVHDUFK��������������

���� +($/<��3��0��	�:$+/(1��-��0�� ������$� UHYLHZ� RI� WKH� HDUQLQJV�PDQDJHPHQW�

OLWHUDWXUH�DQG�LWV�LPSOLFDWLRQV�IRU�VWDQGDUG�VHWWLQJ��$FFRXQWLQJ�KRUL]RQV��������������

���� 5,&+$5'621��6��$��� 6/2$1��5�� *��� 62/,0$1��0��7��	�781$�� ,�� ������

$FFUXDO� UHOLDELOLW\��HDUQLQJV�SHUVLVWHQFH�DQG�VWRFN�SULFHV��-RXUQDO�RI�DFFRXQWLQJ�

DQG�HFRQRPLFV��������������
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���� 7(2+��6��+���:(/&+��,��	�:21*��7��-��������(DUQLQJV�PDQDJHPHQW�DQG�WKH�

XQGHUSHUIRUPDQFH�RI�VHDVRQHG�HTXLW\�RIIHULQJV��-RXUQDO�RI�)LQDQFLDO�HFRQRPLFV��
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