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The� study� aims� to� review� di൵erent� measurements� of� earnings� quality� and� investigate� its�
determinants,�mainly�derived�from�¿rm�characteristics�of�Vietnamese�listed�companies�from�
2011�to�2019.�Panel�data�analysis�is�implemented,�and�¿xed-e൵ect�regression�is�employed�
along�with�post-estimation�tests�to�achieve�robust�¿ndings.�The�research�results�indicate�that�
dividend�yield�and�¿rm�size�are�positively�related�to�earnings�quality�while�¿nancial�leverage,�
growth,�pro¿tability,�and�accounting�losses�negatively�impact�on�earnings�quality.�Meanwhile,�
¿rm�age�and�the�Circular�200�have�a�positive�partial�impact�on�the�quality�of�earnings�of�listed�
¿rms�in�Vietnam.
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(DUQLQJV�FDQ�EH�YLHZHG�DV�D�EDVLV�LQ�GHWHUPLQLQJ�DQG�VLJQDOLQJ�GLYLGHQG�SD\PHQW��DV�D�JXLGHOLQH�

for�investment�and�decision-making�process,�as�a�proxy�for�¿rm’s�performance,�as�a�criterion�
in�pricing�stock,�and�¿nally,�as�a�prediction�proxy�to�predict�¿rm�performance�(Mohammady,�
2010).�Earnings�quality�(EQ)�represents�the�degree�of�accountability�and�usefulness�of� the�
reported�earnings�¿gures.�In�the�same�stream�of�thinking,�earnings�are�also�considered�to�have�
better�quality�when�they�convey�more�information�about�the�¿nancial�performance�of�¿rms�
�'HFKRZ�HW�DO�,�2010).�In�addition,�it�is�emphasized�that�EQ�is�an�informative�indicator�if�it�
can�be�used�as�a�basis�for�predicting�future�earnings.�As�a�result,�high-quality�earnings�can�
reduce�agency�cost�and�information�asymmetry�and�subsequently�help�¿rm�management�and�
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RWKHU� VWDNHKROGHUV�PDNH�SURSHU�GHFLVLRQV��ZKLFK� LV�FUXFLDO�IRU�WKH�ZHOO�IXQFWLRQLQJ�FDSLWDO�

PDUNHWV��3HQPDQ���������(4�FDQ�EH�XQGHUVWRRG�DV�WKH�GHJUHH�WR�ZKLFK�UHSRUWHG�HDUQLQJV�LQ�

the�income�statement�reÀect�the�actual�situation�of�¿rms.

However,� with� the� material� misstatements� in� the� ¿nancial� statements� leading� to� a�
colossal�corporate�collapse� in� recent�years,� there�has�been�great�concern�about� the�quality�
of� reported�earnings� from�listed�companies� in�the�stock�market.�This�is�justi¿able�because�
there�is�a�signi¿cant�di൵erence�between�unaudited�and�audited�¿nancial�statements,�or�even�
PDWHULDO�PLVVWDWHPHQWV�FDQ�QRW�EH�GHWHFWHG�E\�DXGLWRUV��$�W\SLFDO�H[DPSOH�RI�WKH�ODWWHU�LV�WKH�

dissolution�of�Arthur�Andersen,� the� famous�audit� ¿rm,� in�association�with� the�collapse� of�
(QURQ�&RUSRUDWLRQ��DQ�$PHULFDQ�HQHUJ\�FRPSDQ\�UHVXOWLQJ� IURP�PLVUHSUHVHQWLQJ�HDUQLQJV�

to�indicate�good�performance.�Similarly,�in�Vietnam,�a�typical�case�can�be�related�to�Hoang�
Anh�Gia�Lai�Joint�Stock�Company�(HAG)�with�the�sudden�change�from�the�pro¿t�after�tax�of�
253�billion�VND�to�the�loss�of�2,025�billion�VND�after�being�audited�for�the�¿cal�year�2019�
(Ngoc�and�Thanh,�2020).�Put�di൵erently,�fraudulent�¿nancial�reporting,�earnings�management�
(EM)�practices,�or�poor�performance�can�have�adverse� impacts�on�the�quality�of�earnings,�
which�a൵ect� the� investors’�belief� and�the�going�concern�assumptions�of� the� corporation� in�
WKH�IXWXUH��$V�D�UHVXOW��(4�PHDVXUHPHQWV�DQG�GHWHUPLQDQWV�KDYH�EHFRPH�WRSLFV�RI�LQWHUHVW�WR�

PDQ\�UHVHDUFKHUV�

In�Vietnam,�most� studies� use� accounting-based�measures� focusing� on�accruals� quality� or�
detection�of�EM�through�changes�in�discretionary�accruals�(Dang,�2015;�Nguyen�and�Le,�2016;�
'DR��������+RDQJ�DQG�'DQJ���������0RVW�RI�WKHVH�VWXGLHV�DSSO\�VWDQGDUG�PRGHOV�GHYHORSHG�

E\�)ULHGODQ���������'HFKRZ�HW�DO����������DQG�.RWKDUL�HW�DO����������7KHVH�PRGHOV�VWDQG�IRU�

the�¿rst�two�approaches�to�measure�accruals�quality,�and�subsequently,� the�role�of�accruals�
LQ� UHFRJQLVLQJ� WLPHO\� JDLQ�DQG� ORVV� DV\PPHWULFDOO\�� DV� SURSRVHG�E\�%DOO� DQG� 6KLYDNXPDU�

(2006),�has�not�been�utilized.�This� study�will�focus�on�synthesizing� the�EQ�measurements�
and�examining�its�determinants�in�the�context�of�Vietnamese�listed�¿rms.�This�research�paper�
has�been�conducted�a�quantitative�research�methodology�to�examine�the�impacts�of�¿nancial�
leverage,�growth,�pro¿tability,�dividend�yield,�¿rm�age,�and�size�on�EQ.�The�sample�includes�
443�companies�listed�on�the�Hanoi�Stock�Exchange�(HNX)�and�Ho�Chi�Minh�Stock�Exchange�
(HOSE)� from�2011�to�2019,� resulting�in�3,987�¿rm-year�observations.�Multiple� regression�
analysis�and�¿xed-e൵ect� (FE)�regression�are�employed�to�examine�the�determinants�of�EQ�
along�with�post-estimation�tests�to�achieve�robust�¿ndings.�Our�research�results�indicate�that�
dividend�yield� and�¿rm�size�are�positively�related� to�EQ�while�¿nancial� leverage,�growth,�
pro¿tability,�and�accounting�losses�negatively�impact�on�EQ.�Meanwhile,�our�study�has�not�
found�any�statistically�signi¿cant�relationships�between�¿rm�age�as�well�as�the�Circular�200�
and�the�quality�of�earnings�in�Vietnam.

The�study�is�organized�into�¿ve�parts�as�follows.�Part�2�provides�a�theoretical�background�
DQG� D� OLWHUDWXUH� UHYLHZ� RQ� (4� PHDVXUHPHQWV� DQG� GHWHUPLQDQWV�� 3DUW� �� SUHVHQWV� WKH� GDWD�

FROOHFWLRQ�DQG�UHVHDUFK�PHWKRGRORJ\��3DUW���GLVFXVVHV�UHVHDUFK�UHVXOWV��DQG�3DUW���FRQFOXGHV�

WKH�SDSHU�
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���7KHRUHWLFDO�EDFNJURXQG�RQ�HDUQLQJV�TXDOLW\�PHDVXUHPHQWV

2.1�Earnings�quality

Dechow�and�Dichev�(2002)�considered�that�earnings�could�be�viewed�as�a�signi¿cant�proxy�
that� investors� use� to� assess� the� ¿rms’� future� cash� Àows.� Lev� (1989)� de¿ned� EQ� as� the�
predictability�of�¿nancial�variables.�He�explained�that�the�higher�quality�of�earnings�requires�
predictable�events,�which�are�assumed�to�have�potential�inÀuences�on�the�future�cash�Àow,�
QHHG�WR�EH�LPSRXQGHG�LQ�WKH�FRPSDQ\¶V�FXUUHQW�HDUQLQJV�DQG�YDOXHV��7HHWV��������FRQVLGHUHG�

(4� WR� VHH�D�FRPSDQ\¶V�HFRQRPLF�SHUIRUPDQFH� WKURXJK�SULPDU\�HYHQWV� UHSRUWHG�DFFRUGLQJ�

to�accounting�standards,�and�thereby�providing�information�about�the�quality�of�accounting�
information.�Besides,�EQ�is�de¿ned�as�the�extent�to�which�pro¿t�is�reported�truthfully,�and�
they�proposed�seven�measures�of�pro¿t�quality:�survival,�predictability,�variability,�proportion�
RI�FDVK�IURP�RSHUDWLQJ�DFWLYLWLHV��FKDQJHV�LQ�DFFUXDOV��DQG�DGMXVWHG�DFFUXDOV��6FKLSSHU�DQG�

Vincent,�2003).�Moreover,�EQ� is� considered�the�most�comprehensive�measure�of�¿nancial�
statements�quality� (Lev,�1989).�EQ� is�also�used� in�many�empirical� studies� to�examine� the�
changes�in�pro¿tability�over�time�and�assess�the�impact�of�changes�in�accounting�standards�
and� regulatory� environment,� comparing� ¿nancial� statements� across� countries� along� with�
measuring�market�prices�among�businesses�with�di൵erent�quality�of�reported�earnings.

2.2�Earnings�quality�measurements

)UDQFLV�HW�DO�� (2004)�classi¿ed�EQ�measurements� into� two�main�groups:�accounting-based�
PHDVXUHV��L�H���accruals�quality,�earnings�persistence,�earnings�predictability,�DQG�HDUQLQJV�
VPRRWKQHVV��DQG�PDUNHW�EDVHG�PHDVXUHV��L�H���value�relevance,�timeliness��DQG�FRQVHUYDWLVP���
While�the�former�focuses�on�using�accounting�numbers�from�¿nancial�statements�to�measure�
the�reliability�and�predictability�of�earnings,�the�latter�combines�these�¿gures�with�stock�prices�
or�returns�to�reÀect�the�decision�usefulness�of�accounting�information.

2.2.1�Accounting-based�measures

)RU�DQ�DFFRXQWLQJ�EDVHG�DSSURDFK�WR�PHDVXUH�(4��WKHVH�PHDVXUHPHQWV�DUH�FRQVWUXFWHG�E\�

XVLQJ�WZR�PDLQ�HDUQLQJV�FRPSRQHQWV��QDPHO\�FDVK�DQG�DFFUXDOV��:KLOH�WKH�FDVK�FRPSRQHQW�

LV� UHDOL]HG�� WKH�DFFUXDO�FRPSRQHQW� LV� FRQVLGHUDEO\�XQFHUWDLQ�GXH� WR�ELDVHV� LQ�PDQDJHPHQW�

MXGJPHQWV�DQG�HVWLPDWHV��)UDQFLV�HW�DO���������

Accrual�quality

'HVSLWH�VXFK�ELDV��ZKLFK�FDQ�UHVXOW�LQ�PLVUHSUHVHQWDWLRQ�RI�HFRQRPLF�SKHQRPHQD��WKH�DFFUXDO�

FRPSRQHQW�LV�VWLOO�FRQVLGHUHG�D�VRXUFH�RI�UHOHYDQW�LQIRUPDWLRQ�WR�LQYHVWRUV��7KHUHIRUH��WR�DVVHVV�

the�reliability�of�EQ,�several�researchers�have�used�accruals�in�di൵erent�ways.�According�to�
DeAngelo�(1986)�and�Schipper�and�Vincent�(2003),�the�changes�in�total�accruals�can�represent�
the�degree�of�EM,�resulting�in�an�inverse�relationship�between�this�¿gure�and�EQ�(Equation�
1).�From�the�model�developed�by�DeAngelo�(1986),�Friedlan�(1994)�added�revenues�into�the�
model�to�control�for�changes�in�performance�(Equation�2)�as�below:

� �DQG� ���
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���

ZKHUH�7$&
LW
�denotes�total�accruals�of�¿rm�i�at�time�t,�equal�to�net�income�minus�CFO;�TAC

LW��
�

means�total�accruals�of�¿rm�i�at�time�(t-1);�REV
LW
�denotes�revenues�of�¿rm�i�at�time�t.

$QRWKHU�DSSURDFK�XVHG�E\�-RQHV���������'HFKRZ�HW�DO����������DQG�.RWKDUL�HW�DO���������LQ�

three�respective�equations�(3),�(4),�(5)�below�is�to�identify�the�discretionary�accruals�resulting�
IURP�LQWHQWLRQDO�DFFRXQWLQJ�WUHDWPHQWV�WR�PDQLSXODWH�HDUQLQJV��DOVR�UHIHUUHG�WR�DV�DEQRUPDO�

RU� XQH[SHFWHG� DFFUXDOV�� DV� UHVLGXDOV� IURP� UHJUHVVLQJ� WRWDO� DFFUXDOV� RQ� QRQ�GLVFUHWLRQDU\�

DFFUXDOV� GHULYHG� IURP� XQPDQDJHG� HFRQRPLF� WUDQVDFWLRQV� LQFOXGLQJ� FKDQJHV� LQ� UHYHQXHV��

changes�in�accounts�receivables�and�a�book�value�of�property,�plant,�and�equipment.�While�
WKH�ERRN�YDOXH�RI�33(�GHWHUPLQHV�GHSUHFLDWLRQ�FRVW��WKH�FKDQJH�LQ�UHYHQXHV�LPSOLHV�FKDQJHV�

LQ�ZRUNLQJ�FDSLWDO��$VVXPLQJ�WKDW�FKDQJH�LQ�FUHGLW�VDOHV�FRXOG�DOVR�EH�WKH�VRXUFHV�RI�(0��WKH�

Jones�model�was�modi¿ed�by�adjusting�in�the�change�in�revenues�(by�Dechow�HW�DO���������
VXEWUDFWHG�WKH�FRUUHVSRQGLQJ�FKDQJH�LQ�UHFHLYDEOHV�IURP�WKH�FKDQJHV�LQ�UHYHQXHV���0RUHRYHU��

.RWKDUL� HW� DO�� (2005)� controlled� for�¿rm�performance� (ROA)� in� their�model.�Overall,� the�
higher�the�discretionary�accruals�from�each�model,�the�lower�the�quality�of�earnings.

�
�� ���

� ��
DQG�� ���

� ���
���

ZKHUH� 7$&
LW
� denotes� total� accruals� of� ¿rm� i� at� time� t,� equal� to� net� income�minus� CFO;��

7$
LW��
�means�total�assets�of�¿rm�i�at�time�(t-1);�∆REV

LW
�LQGLFDWHV�FKDQJHV�LQ�UHYHQXH�IURP�WLPH�

(t-1)�to�time�t;�∆AR
LW
�PHDQV�FKDQJHV�LQ�DFFRXQWV�UHFHLYDEOHV�IURP�WLPH��W����WR�WLPH�W��33(

LW�

represents�the�book�value�of�property,�plant,�and�equipment�of�¿rm�i�at�time�t;�ROA
LW��
�GHQRWHV�

return�on�assets�of�¿rm�i�at�time�(t-1).

$SDUW� IURP� WKH� WZR�DSSURDFKHV�DV�PHQWLRQHG�DERYH� WR�PHDVXUH�(4��JLYHQ� WKH� UHODWLRQ�

between� current� accruals� and� cash�Àow,�Dechow�and�Dichev� (2002)�measured�EQ� as� the�
DEVROXWH� YDOXH� RU� WKH� VWDQGDUG� GHYLDWLRQ� RI� UHVLGXDOV� IURP� UHJUHVVLQJ� FKDQJHV� LQ�ZRUNLQJ�

FDSLWDO��on�the�previous,�current�and�future�CFO,�¿nding�that�the�magnitude�of�this�¿gure�is�
LQYHUVHO\�UHODWHG�WR�(4�DV�IROORZV�

� ��
(6)

�� Changes�in�working�capital�(∆WCA)�=�Changes�in�current�assets�(∆CA)�-�Changes�in�cash�and�cash�equiva�
lents�(∆CASH)�-�Changes�in�current�liabilities�(∆CL)�+�Changes�in�short-term�loans�(∆STLOAN)
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where�∆WCA
LW
� indicates�the�changes�in�working�capital�of�¿rm�i�from�time�(t-1)�to�time�t;��

7$
LW��
�means� total� assets� of� ¿rm� i� at� time� (t-1);� CFO

LW��
� denotes� cash�Àow� from� operating�

activities�of�¿rm�i�at�time�(t-1);�CFO
LW
�means�cash�Àow�from�operating�activities�of�¿rm�i�at�

time�t;�CFO
LW��
�denotes�cash�Àow�from�operating�activities�of�¿rm�i�at�time�(t+1).

Ball�and�Shivakumar�(2006)�controlled�for�this�conservatism�in�previous�models�due�to�
WKH� LPSRUWDQFH� RI� DFFUXDO� DFFRXQWLQJ� LQ� UHFRJQL]LQJ� XQUHDOL]HG� JDLQ� RU� ORVV�� 7KLV� PRGHO�

signi¿cantly� improves� the� speci¿cation� and� can� explain� up� to� three� times� the� amount� of�
variation� in�accruals�compared�with�the�conventional� linear�speci¿cations�as�Jones�(1991).��
At� the� same� time,� Ball� and� Shivakumar� (2006)� argued� that� conventional� linear� accruals�
PRGHOV�WKDW�RPLW�WKH�UROH�RI�DFFUXDOV�LQ�DV\PPHWULFDOO\�WLPHO\�ORVV�UHFRJQLWLRQ��FRQGLWLRQDO�

FRQVHUYDWLVP)�result�in�a�relatively�poor�speci¿cation�of�the�accounting�accrual�process.�As�
a�result,�from�modi¿ed�Jones�model,�they�have�added�CFO,�DCFO,�and�their�interaction�as�
IROORZV�

� �

���

ZKHUH�7$&
LW
�denotes�total�accruals�of�¿rm�i�at�time�t,�equal�to�net�income�minus�CFO;�TA

LW��
�

represents�total�assets�of�¿rm�i�at�time�(t-1);�∆REV
LW
�indicates�the�changes�in�revenue�of�¿rm�

i�from�time�(t-1)�to�time�t;�∆AR
LW
�denotes�the�changes�in�accounts�receivables�of�¿rm�i�from�

WLPH��W����WR�WLPH�W��33(
LW
�means�book�value�of�property,�plant,�and�equipment�of�¿rm�i�at�time�

t;�CFO
LW
�denotes�cash�Àow�from�operating�activities�of�¿rm�i�at�time�t;�DCFO�denotes�dummy�

variable�equal�to�1�when�CFO
LW
�LV�QHJDWLYH��DQG���RWKHUZLVH�

Time-series�properties

In�addition,�to�evaluate�the�accrual�quality,�some�researchers�assess�EQ�through�its�time-series�
properties.� Accordingly,� earnings� are� considered� to� be� of� higher� quality� when� earnings�
SHUIRUPDQFH�SHUVLVWV�LQWR�WKH�QH[W�SHULRG��HDUQLQJV�SHUVLVWHQFH���3HQPDQ�DQG�=KDQJ��������

Schipper� and�Vincent,� 2003),�or�when�decision-makers�can�use� the�past� earnings� to�make�
IXWXUH� SUHGLFWLRQV� �earnings� predictability�� �/LSH�� ������ %DUWK� HW� DO��� ������&RKHQ�� ������
Barua,�2006).�From�the�same�Equation�8�below�with�previous�and�current�earnings�before�
extraordinary,�while� earnings� persistence� is�measured�as� a� regression� coe൶cient,� earnings�
SUHGLFWDELOLW\�LV�H[SUHVVHG�WKURXJK�WKH�VWDQGDUG�GHYLDWLRQ�RI�UHVLGXDOV�IURP�UHJUHVVLRQ�PRGHO�

� � ��

ZKHUH� ($51
LW
� indicates� earnings� before� extraordinary� items� of� ¿rm� i� at� time� t;� EARN

LW��
�

denotes�earnings�before�extraordinary�items�of�¿rm�i�at�time�(t-1);�TA
LW��
�PHDQV�WRWDO�DVVHWV�RI�

¿rm�i�at�time�(t-1).
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/DVW� EXW� QRW� OHDVW�� HDUQLQJV� VPRRWKQHVV� LV� PHDVXUHG� DV� LQFRPH� YDULDELOLW\� GLYLGHG� E\�

cash�Àow�variability�(Leuz�HW�DO����������7KLV�PHDVXUHPHQW�LPSOLHV�KRZ�PXFK�HDUQLQJV�ZLOO�
Àuctuate�from�one�unit�of�cash�Àow�variability.�As�a�result,�this�attribute�is�also�referred�to�
as�a�special�case�of�EM,�which�means�that�the�arti¿cial�smoothness�is�created�by�EM�instead�
of�earnings�persistence.�Overall,�the�lower�the�ratio,�the�higher�the�possibilities�of�EM�along�
ZLWK�WKH�ORZHU�(4�

� �

���

ZKHUH� �LV�WKH�VWDQGDUG�GHYLDWLRQ�RI�WKH�UDWLR�RI�HDUQLQJV�EHIRUH�H[WUDRUGLQDU\�LWHPV�DW�

WLPH�W�WR�WRWDO�DVVHWV�DW�WLPH��W����� �GHQRWHV�WKH�VWDQGDUG�GHYLDWLRQ�RI�WKH�UDWLR�RI�FDVK�

Àow�from�operating�activities�at�time�t�to�total�assets�at�time�(t-1).

2.2.2�Market-based�measures

7KH� RWKHU� JURXS� LV� PDUNHW�EDVHG� PHDVXUHV�� LQFOXGLQJ� YDOXH� UHOHYDQFH�� WLPHOLQHVV�� DQG�

FRQVHUYDWLVP�RI�HDUQLQJV�

Value�relevance

Value�relevance,�referred�to�as�the�ability�of�earnings,�explains�the�changes�in�stock�prices�or�
UHWXUQV��DQG�WKH�JUHDWHU�H[SODQDWRU\�SRZHU�LV�DVVRFLDWHG�ZLWK�KLJK�(4��&ROOLQV�HW�DO���������

'XPRQWLHU�DQG�/DEHOOH��������&KHQJ�HW�DO�,�2005).�Accordingly,�Edward�Bell�Ohlson�(EBO)�
models�have�been�employed�to�measure�this�property�of�EQ.�In�this�model,�the�stock�price�
LV�UHJUHVVHG�RQ�ERRN�YDOXH�SHU�VKDUH��HDUQLQJV�SHU�VKDUH��RU�WKH�FKDQJH�LQ�HDUQLQJV�SHU�VKDUH�

(used�in�modi¿ed�EBO�model),�creating�a�price�relevance�model�(Equation�10).�Instead�of�
XVLQJ�WKH�VWRFN�SULFH��VRPH�UHVHDUFKHUV�KDYH�XVHG�VWRFN�UHWXUQ�WR�FUHDWH�D�UHWXUQ�UHOHYDQFH�

model�(Equation�11).�Accordingly,�EQ�is�determined�based�on�the�coe൶cient�R��IURP�WKHVH�

equations:
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ZKHUH�3LW�represents�a�closing�stock�price�of�¿rm�i�at�time�t;�RETLW
�LQGLFDWHV�WKH�VWRFN�UHWXUQ�

of�¿rm�i�at�time�t;�BVPSLW�denotes�book�value�per�share�of�¿rm�i�at�time�(t-1);�EPSLW
�PHDQV�

earnings�per�share�of�¿rm�i�at�time�(t-1);�∆EPS
LW
�GHQRWHV� WKH�FKDQJHV�LQ�HDUQLQJV�SHU�VKDUH�

IURP�WLPH��W����WR�WLPH�W�

7LPHOLQHVV�DQG�FRQVHUYDWLVP

7LPHOLQHVV�DQG�FRQVHUYDWLVP�GHVFULEH� WKH� VLWXDWLRQ� LQ�ZKLFK�DFFRXQWLQJ�HDUQLQJV�DUH�XVHG�

as�proxies�for�economic�income�when�promptly�exposed�to�bad�or�good�news.�Speci¿cally,�
%DOO�HW�DO��(2000)�de¿ne�conservatism�as�a�di൵erential�ability�of�accounting�earnings�to�depict�
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economic�losses�against�economic�gains.�In�other�words,�timely�recognition�of�losses�is�often�
refered�to�as�a�“conservative”�accounting�system�(Basu,�1997;�Pope�and�Walker,�1999).�It�is�
DOVR�SRLQWHG�RXW�WKDW�FRQGLWLRQDO�FRQVHUYDWLVP�LV�PRUH�OLNHO\�WR�WLPHO\�UHFRJQL]H�WHUULEOH�QHZV�

WKDQ�JRRG�QHZV�LQ�HDUQLQJV��GHFUHDVLQJ�(0�SUDFWLFHV�DQG�LQFUHDVLQJ�(4��%DVX��������0RUD�

and�Walker,�2015).�As�can�be�seen�from�Basu’s� regression�function�in�Equation�12�below,�
this�approach�is�similar�to�that�of�Ball�and�Shivakumar�(2006)�when�considering�conditional�
conservatism�in�accounting�despite�the�di൵erences�in�choosing�variables�to�reÀect�excellent�
or�inadequate�information.�Speci¿cally,�instead�of�considering�negative�CFO�as�an�indicator�
RI� ORXV\� LQIRUPDWLRQ�� %DVX� ������� HPSOR\HG� QHJDWLYH� VWRFN� UHWXUQ�� $FFRUGLQJO\�� %DVX¶V�

UHJUHVVLRQ�IXQFWLRQ�LV�DV�IROORZV�

� X
LW�
=�β

��
+�β

�
N�+�β

�
5(7

LW�
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where�XLW�denotes�earnings�per�share�of�¿rm�i�at�time�t,�divided�by�stock�price�at�the�beginning�
RI�WKH�SHULRG��5(7LW�represents�the�stock�return�of�¿rm�i�at�time�t;�N�denotes�dummy�variable�
equal�to�1�in�case�of�imperfect�information�(RETLW�<�0),�and�0�otherwise.

EQ� measurement� based� on� the� accrual� quality� aspect� is� considered� as� an� appropriate�
approach.�Total�accruals� (TAC),�which� reÀect�EQ,� are� employed�by�most�models.�On� the�
one�hand,�DeAngelo�(1986)�and�Friedlan�(1994)�only�consider�the�changes�in�TAC�and�do�
QRW�UXQ�DQ\�NLQGV�RI�UHJUHVVLRQ��$V�D�UHVXOW��VXFK�PRGHOV�DUH�OHVV�SRWHQW� LQ�PHDVXULQJ�(4�

as� they�do�not� consider� the� impact�of� the�¿rms’�operations�and�characteristics,�which� can�
impact� EM�behaviors� and�EQ.�On� the� other�hand,�most�models�perform� regressions�with�
Pooled�OLS�model�in�which�TAC�are�regressed�on�di൵erent�factors�such�as�revenues,�the�book�
value�of�PPE,�accounts�receivables,�and�CFO�to�identify�the�discretionary�accruals.�However,�
each�model�still�has�limitations,�leading�to�low�explanatory�power.�Speci¿cally,�Jones�(1991),�
'HFKRZ�HW�DO����������DQG�.RWKDUL�HW�DO��(2005)�did�not�consider�CFO�and�conservatism�of�
EQ,�Dechow� and�Dichev� (2002)� only� considered�CFO� and� used�working� capital� accruals�
�:&$�� �VKRUW�WHUP� DFFUXDOV�� LQVWHDG� RI� 7$&� DV� SUHYLRXV� VWXGLHV��$FFRUGLQJO\�� ZKLOH� WKH�

IRUPHU�LJQRUHG�WKH�UROH�RI�DFFUXDO�LQ�WLPHO\�JDLQ�RU�ORVV�UHFRJQLWLRQ��WKH�ODWWHU�LV�YLHZHG�DV�

only�appropriate�for�¿rms�with�a�short�operating�cycle.�Ball�and�Shivakumar�(2006)�controlled�
for�the�conservatism�of�EQ�in�modi¿ed�Jones�model�developed�by�Dechow�HW�DO����������7KLV�
model�o൵ers�an�enhancement�in�speci¿cation�improvement�as�it�can�explain�up�to�three�times�
WKH�DPRXQW�RI�FKDQJHV�LQ�DFFUXDO�FRPSDUHG�WR�RWKHU�SUHYLRXV�VWXGLHV�

2.3�Determinants�of�earnings�quality

������/HYHUDJH

Leverage,�measured�as�total�liabilities�over�total�assets,�represents�a�trade-o൵�consideration�
between� the� bene¿ts� of� tax� shield� and� the� costs� of� ¿nancial� distress� or� even� bankruptcy.�
Leverage�reÀects�the�¿rm’s�potential�risk�and�the�impact�on�the�accrual�accounting�quality�
and� the�¿nancial�statements.�Many�previous� studies�have� found�the� link�between�¿nancial�
leverage�and�the�quality�of�reported�earnings�(Dechow�HW�DO���������'H)RQG�DQG�-LDPEDOYR��
������*RSDODQ�DQG�-D\DUDPDQ���������([SUHVVO\��WKH�VWXGLHV�LQGLFDWHG�WKDW�WKH�KLJKHU�OHYHUDJH�
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the�¿rm�is�using,�the�closer�it�is�getting�to�the�credit�limit,�and�thus�the�managers�will�have�
LQFHQWLYHV� WR� PDQLSXODWH� HDUQLQJV�� %\� GRLQJ� WKLV�� WKH\� FDQ� VDWLVI\� WKH� GHEW� FRYHQDQWV� LQ�

H[LVWLQJ�FUHGLW�JUDQWLQJ�FRQWUDFWV�DQG� LW� LV�SRVVLEOH� WR� UDLVH�QHZ�GHEW�ZLWK�PRUH� IDYRUDEOH�

WHUPV��'HFKRZ�HW�DO���������RU�DYRLG�WKH�EUHDFK�RI�ORDQ�FRQWUDFWV��'H)RQG�DQG�-LDPEDOYR��

�������$V�D�UHVXOW��(4�PLJKW�EH�UHGXFHG��7KLV�LQYHUVH�UHODWLRQVKLS�ZDV�DOVR�IRXQG�LQ�VWXGLHV�

E\�*RSDODQ�DQG�-D\DUDPDQ� ��������.DPDX�DQG�:DZHUX���������+DVVDQ�DQG�%HOOR� ��������

DQG�/LX�HW�DO��(2017).�In�contrast,�Barton�and�Waymire�(2004)�prove�that�the�EQ�is�positively�
correlated�with�leverage.�Parte-Esteban�and�Garcia�(2014),�and�Vasilescu�and�Millo�(2016)�
indicated�that�this�relationship�has�no�statistical�signi¿cance.

Credit�institutions�have�played�an�important�role�in�the�¿nancial�market�in�Vietnam.�Debt�
often� accounts� for� a� high� proportion� of� the� capital� structure� in�many� ¿rms,� and� thus� this�
IDFWRU�DOVR�LPSDFWV�RQ�HDUQLQJV�DQG�(4��5HFHQW�VWXGLHV�E\�%XL�DQG�1JR���������DQG�+RDQJ�

and�Dang�(2018)�showed�a�negative�impact�of�¿nancial�leverage�on�the�quality�of�corporate�
HDUQLQJV��7KHUHIRUH��WKH�K\SRWKHVLV�LV�GHYHORSHG�DV�IROORZV�

H1:�There�exists�a�negative�relationship�between�¿nancial�leverage�and�earnings�quality�
of�listed�¿rms�in�Vietnam.

2.3.2�Growth

Growth�is�measured�as�the�di൵erence�between�revenue�of�¿rm�i�at�time�t�and�t-1�over�revenue�
of�¿rm�i�at�time�t-1�[(REVLW�-�REVLW��

)/REV
LW��
@��:KHQ�FRQVLGHULQJ�VDOHV�JURZWK�RU�JURZWK�LQ�WRWDO�

net�operating�assets�as� an�indicator�of�the�¿rm�growth� rate,�Nissim�and�Penman�(2001)�and�
*KRVK�HW�DO���������VKRZ�WKDW�FRPSDQLHV�ZLWK�KLJKHU�JURZWK�UDWHV�KDYH�ORZHU�(4��7KLV�DGYHUVH�

LPSDFW�RI�JURZWK�RQ�(4�LV�DOVR�VXSSRUWHG�E\�WKH�UHVHDUFK�RI�'HFKRZ�HW�DO����������*RSDODQ�

DQG�-D\DUDPDQ���������+RZHYHU��/HH�HW�DO��(2006),�Vasilescu�and�Millo�(2016),�and�Liu�HW�DO��
(2017)�found�insigni¿cant�result�for�this�relationship.�Given�Vietnamese�companies�are�in�the�
early�stages�of�their�life�cycle,�the�growth�is�increasing�signi¿cantly.�Speci¿cally,�descriptive�
statistics�in�this�study�show�that�companies�in�Vietnam�have�an�average�growth�rate�of�13.9%,�
ZKLOH�UHVHDUFK�E\�/LX�HW�DO��(2017)�showed�that�this�¿gure�for�US�market�is�only�6.7%.

In�Vietnam,�Hoang� (2016),�Nguyen�and�Nguyen� (2019)� found� that� growth� impacts� the�
company’s�EQ.�However,�their�¿ndings�show�di൵erent�directions�of�correlation�signs.�Thus,�
WKH�IROORZLQJ�K\SRWKHVLV�LV�SURSRVHG�

H2:�There�is�a�relationship�between�growth�and�earnings�quality�of�listed�¿rms�in�Vietnam.

2.3.3�Pro¿tability

As�indicated�in�previous�studies,�¿rm�pro¿tability�signi¿cantly�inÀuences�¿nancial�reporting�
and�EQ�(Lang�and�Lundholm,�1993;�Hamidzadeh�and�Zeinali,�2015).�On�the�one�hand,�¿rms�
with�higher�positive�pro¿ts�tend�to�provide�a�better�quality�of�reported�¿gures�(Lin�and�Wu,�
2014).�On�the�other�hand,�high�pro¿tability�can�enhance�the�¿rm’s�¿nancial�position�from�the�
perspective�of� investors�and�other� stakeholders,� thus� encouraging�¿rms� to�provide� income�
statements� with� outstanding� numbers� derived� from� fraudulent� ¿nancial� reporting� or� EM�
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EHKDYLRUV��0HDQZKLOH��)UDQFLV�HW�DO��(1996),�and�Liu�HW�DO��(2017)�did�not�¿nd�any�evidence�
UHJDUGLQJ�WKLV�UHODWLRQVKLS�

In�Vietnam,�previous�studies�have�found�empirical�evidence�on�the�impact�of�pro¿tability�
on�EQ.�According� to� Bui� and� Ngo� (2017),� ¿rms�with� outstanding� performance� and� high�
pro¿tability�will�have�high-quality�earnings,�while�Duong�(2013),�Hoang�and�Dang�(2018)�
found�a�negative�relationship�between�pro¿tability�and�EQ.�We�measure�pro¿tability�as�EBIT/
7RWDO�DVVHWV��7KH�K\SRWKHVLV�LV�VXJJHVWHG�DV�IROORZV�

H3:�There�exists�a�relationship�between�earnings�quality�and�pro¿tability�of�listed�¿rms�in�
9LHWQDP�

2.3.4�Accounting�losses

In�addition�to�the�force�majeure�cases�in�which�¿rms�are�negatively�a൵ected�by�outside�factors�
VXFK�DV�XQH[SHFWHGO\�KLJK�OHQGLQJ�LQWHUHVW�UDWH�LQ�������WKH�86�&KLQD�WUDGH�ZDU�LQ�������RU�

COVID-19�pandemic�recently,�¿rms�may�have�subjective�reasons�to�adjust�negative�pro¿t.�
Speci¿cally,�motivated�by�tax�evasion,�managers�tend�to�change�the�accounting�policies� to�
increase�costs�and�reduce�revenue�in�the�period,�leading�to�a�negative�pro¿t�and�a�lower�EQ.�
7KLV�DUJXPHQW�LV�DOVR�VXSSRUWHG�E\�'R\OH�HW�DO���������DQG�5DQ�HW�DO����������LQ�ZKLFK�WKH\�

indicated� that� poor� performance� is� associated�with� lower� quality� of� earnings.� In� contrast,�
'H$QJHOR�HW�DO��(1994)�argued�that�such�poor�performance�might�reduce�¿rms’�chances�of�
HDUQLQJV�PDQLSXODWLRQ�DQG�WKXV�UHVXOWV�LQ�D�KLJKHU�(4��:H�XVH�WKH�GXPP\�YDULDEOH�RI�ORVV�

(LOSS)�which�is�equal�to�1�when�the�¿rms�have�negative�net�income�and�0�otherwise.�The�
K\SRWKHVLV�LV�SURSRVHG�DV�IROORZV�

H4:�There�exists�a�negative�relationship�between�accounting�losses�and�earnings�quality�
of�listed�¿rms�in�Vietnam.

������'LYLGHQG�\LHOG

The�dividend�yield�is�measured�as�the�percentage�of�dividend�paid�by�¿rm�i�during�the�time�
t�over�the�¿rm’s�stock�price�at�the�end�of�time�t.�Managers�hesitate�to�raise�dividends�unless�
WKH�GLYLGHQG�LV�EHOLHYHG�WR�EH�VXVWDLQHG�DW�WKH�QHZ�OHYHO��DQG�WKXV��D�FRQVWDQW�GLYLGHQG�SROLF\�

is�expected�to�be�sustained�over�time�(Lintner,�1956).�Brav�HW�DO���������DOVR�VXSSRUWHG�WKLV�
¿nding� as� earnings� persistence� contributes� mainly� to� ¿rms’� dividend� payment� decisions.�
0RUHRYHU��IUDXGXOHQWO\�UHSRUWHG�HDUQLQJV�FDQ�QRW�PDLQWDLQ�VXVWDLQDELOLW\�DQG�WHQG�WR�UHYHUVH�

in�the�future,�therefore,�¿rms�with�EM�behaviors�are�less�likely�to�increase�dividends�(Dechow�
HW�DO�,�1996).�At�the�same�time,�according�to�signaling�theory,�changes�in�dividend�payment�
could�send�signals�of�¿rms’�earnings�prospects�to�the�market.�Put�di൵erently,�dividend�rises�
PD\�VLJQDO�JRRG�QHZV�WR�WKH�PDUNHW��ZKLOH�GLYLGHQG�GHFOLQHV�PLJKW�FRQYH\�EDG�QHZV�

7KH�SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�(4�DQG�GLYLGHQG�\LHOG�LQ�HPHUJLQJ�PDUNHWV�VXFK�DV�&KLQD�

and�Indonesia�is�also�found�in�the�studies�by�Deng�HW�DO���������DQG�6LUDLW�DQG�6LUHJDU���������
0RUHRYHU��+H�HW�DO��(2017)�highlighted�that�this�relationship�might�di൵er�across�countries�in�
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terms�of�institutional�strength�and�transparency.�In�general,�these�¿ndings�are�in�line�with�the�
information�e൵ect�of�dividends.�Therefore,�the�following�hypothesis�is�suggested:

H5:�There�is�a�positive�relationship�between�dividend�yield�and�earnings�quality�of�listed�
¿rms�in�Vietnam.

������)LUP�DJH

In�addition�to�the�¿nancial�determinants,�¿rm�age�may�also�be�related�to�the�quality�of�earnings.�
With�the�same�approach�as�McNichols�(2002),�we�measure�¿rm�age�as�the�di൵erence�between�
the�year�of�observation�and�when�the�company�was�o൶cially�listed�on�the�Vietnamese�stock�
exchange.�On�the�one�hand,�the�greater�the�¿rm�age,�the�more�experience�it�gains,�minimizing�
costs�and�enhancing�quality.�As�a�result,�they�would�be�less�likely�to�engage�in�the�behaviors�
that� a൵ect� EQ� and� their� reputation� in� the� market� (Ericson� and� Pakes,� 1995).� Similarly,�
McNichols�(2002)�argued�that�¿rms�in�growing�stage�have�a�lower�quality�of�earnings�than�
long-established�¿rms.�Therefore,�¿rm�age�is�positively�related�to�EQ.�This�outcome�was�also�
VXSSRUWHG�E\�+H�HW�DO����������'HQJ�HW�DO����������DQG�1JX\HQ�DQG�7UDQ���������ZKHUHDV�6LUDLW�

DQG�6LUHJDU��������DQG�*XO�HW�DO��(2009)�found�that�¿rm�age�is�negatively�associated�with�EQ.�
Meanwhile,�other�studies�did�not�¿nd�any�signi¿cant�relationship�between�EQ�and�¿rm�age�
(e.g.,�Olowokure�HW�DO�,�2016).�Therefore,�the�hypothesis�is�proposed�as�follows:

H6:�Firm�age�and�earnings�quality�of�listed�¿rms�in�Vietnam�are�positively�related.

2.3.7�Firm�size

Firm�size�is�measured�by�the�natural�logarithm�of�its�total�assets.�Under�the�requirements�of�
REOLJDWRU\�FRPSOLDQFH�ZLWK�WKH�UHJXODWLRQV�VHW�E\�WKH�DXWKRULWLHV�DQG�WKH�PDUNHW�VXSHUYLVRUV��

large�¿rms�are�under�lots�of�pressure�(Karami�and�Akhgar,�2014),�and�may�have�higher�EQ�
compared�to�small�ones.�Previous�research�¿ndings�also�found�a�positive�relationship�between�
¿rm�size�and�EQ.�The�study�by�Ball�and�Foster�(1982)�indicated�that�¿rm�size�is�positively�
related� to� earnings�quality�as� large�companies�often�have� to� spend�¿xed�costs� to�maintain�
internal�control�systems�in�the�process�of�¿nancial�reporting.�On�the�contrary,�small�¿rms�often�
KDYH�ZHDN�LQWHUQDO�FRQWURO�V\VWHPV�DQG�UHYLVH�SUHYLRXVO\�UHSRUWHG�HDUQLQJV�WDUJHWV��'R\OH�HW�

DO����������$FFRUGLQJ� WR�3DUWH�(VWHEDQ�DQG�*DUFLD� ��������/LX�HW�DO�� ��������%XL�DQG�1JR�

(2017),�there�is�a�positive�relationship�between�¿rm�size�and�EQ.�Nevertheless,�they�indicated�
that�big�¿rms�might�have�lower�EQ�than�small�¿rms�(Watts�and�Zimmerman,�1990;�Gopalan�
and�Jayaraman,�2012;�and�Vasilescu�and�Millo,�2016).�Therefore,�the�following�hypothesis�is�
GHYHORSHG�

H7:�Firm�size�and�earnings�quality�of�listed�¿rms�in�Vietnam�are�positively�related.

2.3.8�Circular�200

In�Vietnam,�from�2001� to�2005,� the�Vietnam�Ministry�of�Finance�(MoF)�has� issued�26�
standards�(VAS-Vietnam�Accounting�Stantands)�which�were�customized�to�¿t�Vietnam�based�
on�the�old�versions�of�the�respective�International�Accounting�Standards�(IAS).�In�addition,�
WKHVH�VWDQGDUGV�KDYH�EHHQ�VXSSOHPHQWHG�E\�PDQ\�JXLGDQFHV�VXFK�DV�&LUFXODUV�RU�'HFLVLRQV��
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7KH�ODWHVW�DQG�PRVW�FRPSUHKHQVLYH�RQH�LV�WKH�&LUFXODU����������77�%7&�GDWHG����'HFHPEHU�

2014,�which�has�come�into�e൵ect�since�01�January�2015.�Accordingly,�principles�related�to�
the�presentation�and�disclosure�of�¿nancial�statements�under�this�Circular�No.�200�are�viewed�
to�be�closer�to�the�International�Financial�Reporting�Standards�(IFRS)�than�the�previous�ones.�
7KHUHIRUH�� WR�DVVHVV� WKH� LPSDFW� OHYHO�RI� WKLV�&LUFXODU�RQ�(4�� WKH� DXWKRUV�ZLOO�XVH� GXPP\�

circular�variable�(CIR)�which�takes�value�of�1�when�the�year�of�observation�is�greater� than�
�����DQG���RWKHUZLVH��7KH�K\SRWKHVLV�LV�DGYDQFHG�DV�IROORZV�

H8:�Circular�200�and�earnings�quality�of�listed�¿rms�in�Vietnam�are�positively�related.

���5HVHDUFK�PHWKRGRORJ\�DQG�GDWD�FROOHFWLRQ

3.1�Data�collection

The�data�used�in�this�study�were�collected�from�the�audited�¿nancial�statements�of�companies�
listed�on�both�HNX�and�HOSE�from�2010� to�2019�using�the�Fiinpro�database.�Among�18�
industries�according�to�Industry�Classi¿cation�Benchmark�(ICB)�level�2,�three�industries�in�
the� ¿eld� of�¿nancials,� including�Banking,� Insurance� and�Real� Estate�were� excluded� from�
the�research�sample�due�to�their�distinct�features�in�the�¿nancial�reporting�system�as�well�as�
DFFRXQWLQJ�WUHDWPHQWV��0HDQZKLOH��WKH�PLQLPXP�QXPEHU�RI�REVHUYDWLRQV�IRU�HDFK�LQGXVWU\�LQ�

each�year�is�required�to�be�greater�than�20�for�regression�with�Ball�and�Shivakumar’s�(2006).�
6RPH�RI�WKHP�DUH�H[FOXGHG�IURP�UHVHDUFK�VDPSOH��$V�D�UHVXOW��WKH�UHVHDUFK�VDPSOH�FRQVLVWV�

of� 9� remaining� industries�with� 443�¿rms� from�2011� to�2019,� resulting� in� 3,987�¿rm-year�
REVHUYDWLRQV�

3.2�Research�methodology

This� research� employed� a� quantitative� research� method.� Multiple� regression� analysis� is�
considered�an�appropriate�approach�to�investigating�the�impact�level�of�¿rm�characteristics�
on�its�quality�of�earnings.�Besides,�the�dataset�used�in�this�research�is�presented�in�panel�data.�
7KHUHIRUH��SDQHO�GDWD�DQDO\VLV�LV�LPSOHPHQWHG��DQG�)(�UHJUHVVLRQ�LV�HPSOR\HG�DV�WKH�SULPDU\�

model�to�capture�the�e൵ects�of�all�variables�that�are�individual-speci¿c�and�constant�over�time.�
In�addition,�FE�regression�is�a�powerful�tool�in�solving�omitted�variable�bias�for�panel�data.�
)(�UHJUHVVLRQ�KDV�DOVR�EHHQ�XVHG�LQ�VWXGLHV�UHODWHG�WR�(4�DQG�(0�VXFK�DV�1JX\HQ�DQG�%XL�

��������%XL�DQG�1JR��������

3.3�Research�model

3.3.1�Measurement�of�earnings�quality

Given�the�Vietnamese�stock�market�conditions,�EQ�measurements�by�market-based�approach�
tend�to�be�inappropriate�as�changes�in�stock�price�or�returns�are�mainly�a൵ected�by�psychological�
IDFWRUV�RI�LQGLYLGXDO�LQYHVWRUV�RU�HYHQ�PDUNHW�PDQLSXODWLRQ�EHKDYLRUV�UDWKHU�WKDQ�DFFRXQWLQJ�

¿gures�such�as�EPS�or�BVPS.�Besides,�Vietnamese�stock�exchanges�have�been�established�
IRU�D�ZKLOH��VR�WKH�GDWD�DUH�DYDLODEOH�IRU�D�VKRUW�SHULRG�RI�WLPH��7KXV��PHDVXULQJ�(4�WKURXJK�

accounting-based�measures�with�time-series�properties�can�be�di൶cult.�As�a�result,�accounting-
EDVHG�PHDVXUHV�DUH�PRUH�DSSURSULDWH�FRPSDUHG�WR�PDUNHW�EDVHG�RQHV�
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Many� previous� studies� in� Vietnam� have� not� yet� considered� cash� Àows� for� operating�
activities�(CFO)�and�the�role�of�accruals�in�recognising�timely�gain�and�loss�asymmetrically.�
Therefore,�we�apply�the�method�by�Ball�and�Shivakumar�(2006)�to�measure�EQ�as�we�believe�
this�is�an�appropriate�approach�to�measure�EQ�given�the�condition�of�the�Vietnamese�stock�
PDUNHW��7KH�PRGHO�LV�DV�IROORZV�

� �

����

ZKHUH�7$&
LW
�means�total�accruals�of�¿rm�i�at�time�t,�equal�to�net�income�minus�CFO;�TA

LW��
�

represents�total�assets�of�¿rm�i�at�time�(t-1);�∆REV
LW
�indicates�the�changes�in�revenue�of�¿rm�

i�from�time�(t-1)�to�time�t;�∆AR
LW
�denotes�the�changes�in�accounts�receivables�of�¿rm�i�from�

WLPH��W����WR�WLPH�W��33(
LW
�indicates�book�value�of�property,�plant,�and�equipment�of�¿rm�i�at�

time�t;�CFO
LW
�means�cash�Àow�from�operating�activities�of�¿rm� i�at�time� t;�DCFO�denotes�

dummy�variable�equal� to� 1�when�CFO
LW
� is�negative,�and� 0�otherwise;�β

�
�GHQRWHV� LQWHUFHSW�

coe൶cient�of�a�regression�model;�β
�
,β

�
,β

�
,β

�
,β

�
�are�estimated�slope�coe൶cients�of�a�regression�

model;�ε
LW
�PHDQV�UHVLGXDOV�RI�WKH�UHJUHVVLRQ�PRGHO�

:H�PHDVXUH�(4�E\�XVLQJ�WKH�DEVROXWH�YDOXH�RI�UHVLGXDOV�IURP�UHJUHVVLRQ�PRGHO�����7KLV�

DSSURDFK�KDV�DOVR�EHHQ�DSSOLHG�LQ�UHVHDUFK�E\�&RKHQ���������/L�DQG�:DQJ���������)ROORZLQJ�

WKH�UHVHDUFK�E\�&KHQ�HW�DO����������ZH�PXOWLSO\�WKH�DEVROXWH�YDOXHV�RI�WKH�UHVLGXDOV�E\�����5���

Thus,�higher�values�of�residuals�represent�higher�EQ.�Speci¿cally,�EQ�is�determined�as�follows:

� (4
LW�
=�-|ε

LW
_� ����

ZKHUH�(4
LW
�denotes�earnings�quality�of�¿rm�i�at�time�t;� |ε

LW
_�UHSUHVHQWV�WKH�DEVROXWH�YDOXH�RI�

UHVLGXDOV�IURP�UHJUHVVLRQ�PRGHO������

������(PSLULFDO�PRGHO

With�3,987�¿rm-year�observations�of�443�companies�listed�on�the�HNX�and�HOSE�from�2011�
WR�������DV�LOOXVWUDWHG�LQ�UHVHDUFK�PHWKRGRORJ\��WKH�VWXG\�XVHG�WKH�)(�UHJUHVVLRQ�FRQWUROOLQJ�

for� ¿rm-speci¿c� characteristics� as� the� primary�model� for� such� panel� data.� The� regression�
model�to�investigate�the�impact�level�of�factors�inÀuencing�EQ�is�as�follows:

� (4
LW�
=�β

��
+�β

�
LEV

LW�
+�β

�
GROWTH

LW�
+�β

�
OROA

LW�
+�β

�
LOSS

LW�
��

� β
�
DIV

LW�
+�β6$*(LW�

+�β
�
SIZE

LW�
+�β

�
CIR

LW
�+�ε

LW
�� ����

ZKHUH�(4
LW
�indicates�earnings�quality�of�¿rm�i�at�time�t;�LEV

LW
�represents�¿nancial�leverage�of�

¿rm�i�at�time�t;�GROWTH
LW
�means�a�revenue�growth�rate�of�¿rm�i�at�time�t;�OROA

LW
�GHQRWHV�

operating�return�on�assets�of�¿rm�i�at�time�t;�LOSS
LW
�means�dummy�variable�equal�to�1�if�net�

income�is�negative,�and�0�otherwise;�DIV
LW
�denotes�dividend�yield�of�¿rm�i�at�time�t;�AGE

LW
�

represents�the�age�of�¿rm�i�at�time�t;�SIZE
LW
�means�the�size�of�¿rm�i�at�time�t;�CIR

LW
�GHQRWHV�
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dummy�variable�equal�to�1�if�the�year�of�observation�is�greater�than�2014,�and�0�otherwise;�
β
�
�means�intercept�coe൶cient�of�a�regression�model;�β

�
,β

�
,β

�
,β

�
,β

�
,β6,β�,β��DUH�HVWLPDWHG�VORSH�

coe൶cients�of�a�regression�model;�ε
LW
�PHDQV�UHVLGXDOV�RI�WKH�UHJUHVVLRQ�PRGHO�

���5HVHDUFK�UHVXOWV

4.1�Descriptive�statistics

7DEOH���VKRZV� WKH�GHVFULSWLYH� VWDWLVWLFV�RI� WKLV� VWXG\��$IWHU�FRQWUROOLQJ�PLVVLQJ�YDOXHV�� WKH�

dataset�is�strongly�balanced.�Also,�outliers�for�variables�as�EQ,�GROWTH,�OROA,�and�DIV�
DUH�ZLQVRUL]HG�DW�����(4�KDV�DQ�DYHUDJH�YDOXH�RI���������DQG�LWV�PLQLPXP�DQG�PD[LPXP�

YDOXH� DUH� ������� DQG� �������� UHVSHFWLYHO\�� 7KLV� LQGLFDWHV� WKH� H[LVWHQFH� RI� GLVFUHWLRQDU\�

DFFUXDOV�LQ�UHSRUWHG�HDUQLQJV�IURP������WR�������DQG�WKHUHIRUH��WKH�KLJKHU�WKH�DEVROXWH�YDOXH�

RI�GLVFUHWLRQDU\�DFFUXDOV��WKH�ORZHU�WKH�(4�

The�average�¿nancial�leverage�(LEV)�takes�an�average�value�of�0.504,�implying�that�listed�
¿rms�employ�both�debt�and�equity.�However,�the�lowest�¿gure�for�this�ratio�is�0.002,�while�the�
highest�one�is�1.294.�This�indicates�that�some�¿rms�have�not�utilized�the�advantage�of�leverage,�
whereas�others�can�be�at�the�risk�of�bankruptcy�with�total�liabilities�exceeding�total�assets.�In�
addition,�revenue�growth�rate�(GROWTH)�and�operating�returns�on�asset�(OROA)�are�13.9%�
and�7.4%�on�average,�respectively.�This�is�justi¿able�since�Vietnamese�¿rms�are�still�in�the�
early�stages�of�their�life�cycle.�Besides,�accounting�losses�(LOSS)�account�for�5.7%�of�3,987�
observations�from�2011�to�2019.�Regarding�the�dividend�yields�(DIV),�this�¿gure�points�out�
WKDW�EHVLGHV�FDSLWDO�JDLQ��ZKLFK�LV�WKH�UHDOL]HG�FKDQJH�LQ�VWRFN�PDUNHW�YDOXH��LQYHVWRUV�ZLOO�

receive�additional�returns�of�6.6%�on�average�from�holding�this�type�of�¿nancial�instruments.

7DEOH����'HVFULSWLYH�VWDWLVWLFV�RI�WKH�UHVHDUFK�YDULDEOHV

9DULDEOHV 2EV 0HDQ 6G 0LQ 0D[

(4 ���� ������ ����� ������ ������

LEV ���� ����� ����� ����� �����

GROWTH ���� ����� ����� ������ 0.661
OROA ���� ����� ����� ������ �����

LOSS ���� ����� ����� ����� �����

DIV ���� 0.066 0.069 ����� �����

$*( ���� ����� ����� ���� ������

SIZE ���� ������ 1.486 ������ ������

CIR ���� 0.556 ����� ����� �����

1RWHV��EQ�is�earnings�quality.�LEV�is�¿nancial�leverage.�GROWTH�is�the�revenue�growth�rate.�
OROA�is�an�operating�return�on�assets.�LOSS�is�a�dummy�accounting�losses�variable.�DIV�is�
the�dividend�yield.�AGE�is�¿rm�age.�SIZE�is�a�¿rm�size.�CIR�is�a�dummy�control�Circular�200�
YDULDEOH�

6RXUFH��7KH�DXWKRUV¶�FDOFXODWLRQ
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Two�non-¿nancial�determinants,�including�¿rm�age�and�¿rm�size,�take�an�average�value�of�
7.209�and�27.077,�respectively.�This�indicates�that�most�of�the�companies�are�o൶cially�listed�
on�the�Vietnamese�stock�exchange�since�the�beginning�of�2013,�and�thus,�they�are�still�in�the�
HDUO\�VWDJHV�RI�WKHLU�RSHUDWLQJ�F\FOHV�

)LJXUH����Earnings�quality�(2011-2019)

6RXUFH��7KH�DXWKRUV¶�FDOFXODWLRQ

The� research� sample� consists� of� nine� remaining� industries� with� 443� ¿rms� from� 2011�
to� 2019.� From� processed� and� calculated� ¿gures,� detailed� descriptive� statistics� of� EQ� is�
implemented�by�year�(Figure�1)�and�by�industry�(Figure�2).�Regarding�EQ�in�Vietnam�during�
the�nine�years,�as�illustrated� in�Figure�1,� the�¿gure�gradually�increased�from�2011�before�
reaching� the� highest� 4� years� later� and� subsequently� experienced� a� Àuctuation� during� the�
UHPDLQLQJ�\HDUV�RI�WKH�VWXG\�SHULRG�

)LJXUH����Earnings�quality�across�industries

6RXUFH��7KH�DXWKRUV¶�FDOFXODWLRQ
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7R� VRPH� H[WHQW�� WKLV� WUHQG� RI� (4� LV� FRQVLVWHQW� ZLWK� WKDW� RI� HFRQRPLF� GHYHORSPHQW� LQ�

Vietnam.� Speci¿cally,� after� the� global� ¿nancial� crisis� in� 2008,�with� changes� in� economic�
policies�such�as�adjusting�interest�rate�for�credit�growth�while�controlling�the�inÀation�at�an�
appropriate�level,�Vietnamese�¿rms�not�only�had�lending�opportunities�to�make�investments�
DQG�SURGXFWLRQV�EXW�DOVR�ZLWQHVVHG�WKH�LQFUHDVH�LQ�FRQVXPSWLRQ�GHPDQG��WKHUHE\�LPSURYLQJ�

the�earnings�along�with�the�quality�of�these�¿gures.

Meanwhile,� since� the� issuance�of�Circular�200� in�early�2015,�¿nancial� statements�have�
EHHQ� SURYLGHG� WR� LQYHVWRUV�ZLWK� D� KLJKHU�GHJUHH� RI� WUDQVSDUHQF\� LQ� ERWK�SUHVHQWDWLRQ� DQG�

disclosure� than�previous�ones,� enhancing�EQ.�However,�the�Àuctuation�of�this�¿gure�from�
2015�to�2019�can�be� interpreted�as�a�sign�of� the�Vietnamese� stock�market’s�unsustainable�
GHYHORSPHQW��$V�D�UHVXOW��WKLV�FDQ�EH�DWWULEXWHG�WR�(0�EHKDYLRUV�RU�SRRU�SHUIRUPDQFH��ZKLFK�

have�a�negative�impact�on�the�quality�of�earnings,�a൵ecting�not�only�investors’�beliefs�but�also�
WKH�FRUSRUDWLRQ¶V�IXWXUH�JRLQJ�FRQFHUQ�DVVXPSWLRQV�

5HJDUGLQJ�WKH�(4�DFURVV�QLQH�LQGXVWULHV�LQ�WKH�UHVHDUFK�VDPSOH��)LJXUH���LQGLFDWHG�WKDW�WKH�

0HGLD�LQGXVWU\�KDV�WKH�KLJKHVW�(4�ZKLOH�+HDOWK�&DUH�LQGXVWU\�LV�WKH�RQH�ZLWK�WKH�ORZHVW�(4��

In�addition,�Utilities,�Construction�and�Materials,�and�Chemical� industries�are�at�the� same�
OHYHO�IROORZHG�E\�WKH�IRXU�UHPDLQLQJ�RQHV�

4.2�Regression�results

7DEOH� �� LOOXVWUDWHV� WKH� UHJUHVVLRQ� DQDO\VLV� UHVXOWV� IURP� )(� UHJUHVVLRQ� PRGHO�� 5HJDUGLQJ�

¿nancial� leverage� (LEV),� this� ratio� is� negatively� associated� with� EQ� at� the� signi¿cance�
level�of�5%.�Speci¿cally,�the�regression�coe൶cient�equal�to�-0.010�indicates�that�when�the�
RWKHU�IDFWRUV�DUH�KHOG�FRQVWDQW��D���SHUFHQW�LQFUHDVH�LQ�OHYHUDJH�OHDGV�WR�D�GHFUHDVH�LQ�(4�E\�

0.01%�on�average.�Although�this�result�has�statistical�signi¿cance,�it�has�pretty�low�economic�
signi¿cance.�However,�our� ¿nding� indicates� that�companies�with�a�high� level� of�¿nancial�
leverage�are�viewed�as�having�low-quality�of�earnings.

Our�¿nding� implies� that�Vietnamese�listed�¿rms� that�employ�more�debt� in� their�capital�
structure�are�more�likely�to�manipulate�earnings�to�meet�the�requirements�of�creditors�and�to�
H[WHQG�WKH�DELOLW\�WR�UDLVH�DGGLWLRQDO�GHEW�LQ�WKH�IXWXUH��+HQFH��WKHLU�(4�PLJKW�EH�GHFUHDVHG��

Our�¿nding�is�consistent�with�the�results�by�DeFond�and�Jiambalvo�(1994),�Dechow�HW�DO��
(2010),�Gopalan�and� Jayaraman� (2012),�Nguyen�and�Nguyen� (2019).� In�addition,�Nguyen�
and�Tran�(2018)�also�indicated�that�EM�behaviors�are�in�association�with�the�use�of�¿nancial�
leverage�in�Vietnamese�listed�companies.

In�terms�of�growth�(GROWTH)�which�is�measured�as�the�growth�rate�of�net�revenues,�this�
ratio�has�an�adverse�partial�impact�on�EQ�at�the�signi¿cance�level�of�1%.�With�the�regression�
coe൶cient�equal�to�-0.005,�the�study�indicates�that�when�the�other�factors�are�held�constant,�
D���SHUFHQW�LQFUHDVH�LQ�UHYHQXHV�JURZWK�UHVXOWV�LQ�D�GHFUHDVH�LQ�(4�E\��������RQ�DYHUDJH��

Although�our� result�has� low�economic�signi¿cance,� it� implies� that�companies�with�a�high�
revenues�growth�rate�have�low-quality�of�earnings,�which�is�similar�to�the�research�outcomes�
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E\�1LVVLP� DQG� 3HQPDQ� ��������*KRVK� HW� DO�� ��������'HFKRZ� HW� DO�� ��������*RSDODQ� DQG�

Jayaraman�(2012),�and�Hoang�(2016).

7DEOH����5HVXOW�RI�UHJUHVVLRQ�DQDO\VLV

)(�UHJUHVVLRQ

LEV ������

�������

GROWTH ������

�������

OROA ������

�������

LOSS ������

�������

DIV �����

�������

$*( ������

�������

SIZE �����

�������

CIR �����

�������

&RQVWDQW ������

�������

Observations �����

R-squared ����

1RWHV��Standard�errors�in�parentheses;�*,�**,�***�indicate�statistical�signi¿cance�at�the�10%,�
5%,� and� 1%� test� levels,� respectively.� EQ� is� earnings� quality.� LEV� is� ¿nancial� leverage.�
GROWTH� is� revenue�growth� rate.�OROA� is� operating� return� on�assets.� LOSS� is�dummy�
accounting�losses�variable.�DIV�is�dividend�yield.�AGE�is�¿rm�age.�SIZE�is�¿rm�size.�CIR�is�
GXPP\�FRQWURO�&LUFXODU�����YDULDEOH�

6RXUFH��7KH�DXWKRUV¶�FDOFXODWLRQ

Operating�ROA�(OROA),�measured�as�the�pro¿t�or�loss�from�operation�divided�by�average�
total�assets,�is�also�negatively�associated�with�EQ�at�the�signi¿cance�level�of�1%.�With�the�
regression�coe൶cient�equal�to�-0.188,�the�outcome�shows�that�when�the�other�factors�are�held�
constant,�an�average�decrease�of�0.188%�in�EQ�is�derived�from�a�1-percent�increase�in�OROA.�
As�a�result,�companies�with�high�OROA�are�viewed�to�have�low-quality�of�earnings.�This�can�
be�explained�from�the�context�of�the�Vietnamese�stock�market�that�many�investors�are�mainly�
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concerned�with�the�pro¿tability�of�their�capital,�thereby�only�investing�in�companies�that�can�
yield�high�and�sustainable�pro¿t�ratios�over�time.�Consequently,�this�has�put�pressure�on�the�
PDQDJHUV�WR�PDNH�RYHUSURGXFWLRQ�GHFLVLRQV�RU�FXW�GLVFUHWLRQDU\�H[SHQVHV�DQG�DSSO\�³FUHDWLYH�

accounting� treatments”�to�manipulate�reported�earnings,�thereby�reducing�EQ.�In�Vietnam,�
such�¿ndings�are�also�found�in�the�studies�by�Duong�(2013),�and�Hoang�and�Dang�(2018).

The�dummy�accounting�losses�variable�(LOSS)�is�found�to�have�a�negative�relationship�
with�EQ�at�a�signi¿cant�level�of�1%�with�a�coe൶cient�of�-0.040.�This�result�is�consistent�with�
'R\OH�HW�DO���������DQG�5DQ�HW�DO����������7KLV�RXWFRPH�LPSOLHV�WKDW�QHJDWLYH�HDUQLQJV�FDQ�EH�

GHULYHG�IURP�SRRU�SHUIRUPDQFH�RU�LQWHQWLRQDO�DGMXVWPHQWV�RI�PDQDJHPHQW�WR�LQFUHDVH�FRVWV�WR�

lower�pro¿t�¿gure.�Therefore,�companies�can�lower�or�even�avoid�the�tax�liabilities�and�create�
“hidden�reserves”�which�will�eventually�be�used�to�increase�income�in�future�periods.�In�some�
cases,�such�an�accounting�treatment��is�also�referred�to�as�“arti¿cial�earnings�smoothness”�or�
³LQFRPH�VPRRWKLQJ´�

The� relationship� between� EQ� and� dividend� yield� (DIV)� is� found� to� be� positive� and�
statistically� signi¿cant� at� 5%.� Speci¿cally,�with� the� regression� coe൶cient� equal� to� 0.022,�
our�¿nding� indicates� that�a�1-percent� increase�in�dividend�yield�also� leads� to�a� rise� in�EQ�
E\��������RQ� DYHUDJH��$FFRUGLQJO\�� KLJKHU�GLYLGHQG�\LHOGV� UHVXOW� LQ� KLJKHU�(4��ZKLFK� LV�

consistent�with�the�information�e൵ect�of�dividends�and�other�previous�¿ndings�by�Sirait�and�
6LUHJDU���������'HQJ�HW�DO����������DQG�+H�HW�DO���������

In�terms�of�¿rm�size�(SIZE),�the�research�result�is�consistent�with�many�previous�studies.�
Speci¿cally,�this�ratio�has�a�positive�impact�on�EQ�at�the�signi¿cance�level�of�10%�under�this�
thesis.�With�the�regression�coe൶cient�equal�to�0.002,�the�outcome�indicates�that�when�the�other�
factors�are�held�constant,�a�1-percent�increase�in�¿rm�size�results�increases�EQ�by�0.002%�on�
average.�This�means�companies�with�a�larger�scale�have�a�higher�quality�of�earnings,�which�is�
XQGHUVWDQGDEOH�JLYHQ�WKH�HFRQRPLHV�RI�VFDOH��$FFRUGLQJO\��ODUJH�FRPSDQLHV�KDYH�D�ORZHU�FRVW�

per�unit�produced�than�small�ones,�thereby�increasing�pro¿t�and�the�competitive�advantage�
in�the�market.�In�addition,�as�pointed�out�by�Ball�and�Foster�(1982),�¿rm�size�is�positively�
correlated�with�the�quality�of�earnings�as�large�companies�often�have�to�incur�¿xed�costs�to�
maintain�an�internal�control�system�during�the�¿nancial�reporting�process.�Such�¿ndings�are�
DOVR�DJUHHG�E\�3DUWH�(VWHEDQ�DQG�*DUFLD���������/LX�HW�DO����������DQG�%XL�DQG�1JR��������

Firm�age�(AGE)�and�Circular�200�(CIR)�are�found�to�have�no�signi¿cant�relationships�with�
(4��+RZHYHU��WKH�SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�&LUFXODU�����DQG�(4�LPSOLHV�WKDW�LQ�DGGLWLRQ�

to�comprehensive�and�updated�guidance�provided�by�the�Circular,� there�have�been�speci¿c�
existing�gaps�that�¿rms�can�manipulate�their�earnings�in�some�ways.�Therefore,�despite� the�
KLJKHVW�OHYHO�RI�(4�DFKLHYHG�GXULQJ�������LW�FRXOG�QRW�PDLQWDLQ�D�VWDEOH�OHYHO�RU�FRQWLQXHG�

to� increase� in� 4� years� later.� Such� an� outcome� also� implies� the� need� for� higher� ¿nancial�
reporting�standards�such�as�International�Financial�Reporting�Standards�(IFRS),�which�can�
create�a�better�quality�of�earnings�in�terms�of�accountability�and�decision�usefulness�for�listed�
companies�in�Vietnam.
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4.3�Post-estimation�tests�and�results

4.3.1�Multicollinearity

The� multicollinearity� phenomena� have� been� tested� by� using� Vаriаnсе� InÀаtiоn� Fасtоrs�
(VIF),� and� the� results� are� shown� in� Table� 3.� If� the�VIF� values� of� all� variables� are� under�
���WKHUH�LV�QR�VLJQDO�RI�PXOWLFROOLQHDULW\�SUREOHP�LQ�WKH�UHVHDUFK�PRGHO��$W� WKH�VDPH� WLPH��

such�a�result�is�consistent�with�the�matrix�of�correlation�in�which�the�correlation�coe൶cients�
EHWZHHQ�WKH�LQGHSHQGHQW�YDULDEOHV�DUH�ORZHU�WKDQ�������7KHUHIRUH��LW�FDQ�EH�FRQFOXGHG�WKDW�WKH�

PXOWLFROOLQHDULW\�SUREOHP�GRHV�QRW�H[LVW�LQ�WKLV�UHVHDUFK�PRGHO�

7DEOH����0XOWLFROOLQHDULW\�WHVW

9,) ��9,)

LEV 1.63 ����

GROWTH 1.16 ����

OROA 1.65 ����

LOSS 1.16 ����

DIV ���� ����

$*( ���� ����

SIZE ���� ����

CIR ���� ����

Mean�VIF ����

1RWHV��EQ�is�earnings�quality.�LEV�is�¿nancial�leverage.�GROWTH�is�the�revenue�growth�
rate.�OROA�is�an�operating�return�on�assets.�LOSS�is�a�dummy�accounting�losses�variable.�
DIV� is�the�dividend�yield.�AGE� is�¿rm�age.�SIZE� is�a�¿rm�size.�CIR� is�a�dummy�control�
&LUFXODU�����YDULDEOH�

6RXUFH��7KH�DXWKRUV¶�FDOFXODWLRQ

������+HWHURVNHGDVWLFLW\

Modi¿ed� Wald� test� for� groupwise� heteroskedasticity� in� FE� regression� model� has� been�
HPSOR\HG�WR�WHVW�WKH�KHWHURVNHGDVWLFLW\�SKHQRPHQD�LQ�WKLV�VWXG\��8QGHU�WKH�QXOO�K\SRWKHVLV��

the�variance�of�the�error�is�the�same�for�all�individuals�(hоmоskеdаstiсity).�The�testing�result�
indicates�that�the�p-value�is�equal�to�0.000,�which�leads�to�a�signi¿cant�rejection�of�the�null�
K\SRWKHVLV��7KXV��LW�FDQ�EH�FRQFOXGHG�WKDW�KHWHURVNHGDVWLFLW\�LV�SUHVHQW�LQ�WKH�PRGHO�

4.3.3�Autocorrelation

$XWRFRUUHODWLRQ� �DOVR� UHIHUUHG� WR� DV� VHULDO� FRUUHODWLRQ�� LV� UHVSRQVLEOH� IRU� WRR� RSWLPLVWLF�

standard�errors.�Wооldridgе’s�tеst�fоr�аutосоrrеlаtiоn�in�раnеl�dаtа�is�performed�with�the�null�
hypothesis�assuming� that� there� is�no�¿rst-order� autocorrelation� in� the�model� (Wооldridgе,�
2002).�The� test�result� indicates�the�p-value�equal�to�0.1663�greater�than�0.1;�therefore,�we�
failed�to�reject�the�null�hypothesis.�It�can�be�concluded�that�autocorrelation�is�not�present.
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4.3.4�Cross-sectional�dependence

:LWK�PDQ\�FURVV�VHFWLRQDO� XQLWV� DQG� D� IHZ� WLPH�VHULHV�REVHUYDWLRQV�DV� SDQHO�GDWD�� WKHUH�DUH�

possibilities�of�signi¿cant�cross-sectional�dependence,�which�may�arise�because�of�the�existence�
RI�VWDQGDUG�VKRFNV�DQG�XQREVHUYHG�FRPSRQHQWV�WKDW�EHFRPH�SDUW�RI�WKH�HUURU�WHUP�DV�LQGLFDWHG�

LQ�PDQ\� SUHYLRXV� VWXGLHV�� 3HVDUDQ¶V� &'� WHVW� RI� FURVV�VHFWLRQDO� LQGHSHQGHQFH� LV� SHUIRUPHG�

XQGHU�WKH�QXOO�K\SRWKHVLV�WKDW�WKH�HUURU�WHUPV�DUH�QRW�FRUUHODWHG�DFURVV�HQWLWLHV��FURVV�VHFWLRQDO�

LQGHSHQGHQFH���7KH�UHVXOW�VKRZV�WKDW�)(�PRGHO�SURGXFHV�UHJUHVVLRQ�UHVLGXDOV�WKDW�DUH�FURVV�

VHFWLRQDO�GHSHQGHQW��7KH�DYHUDJH�DEVROXWH�YDOXH�RI�FRUUHODWLRQ�EHWZHHQ�WKH�UHVLGXDOV�LV��������

Therefore,�Pesaran’s�CD�test�rejects�the�cross-sectional�independence�at�any�signi¿cance�level.�
In�other�words,�it�can�be�concluded�that�cross-sectional�dependence�is�present�in�the�model.

4.3.5�Omitted-variable�bias

5DPVH\�5(6(7�WHVW�KDV�EHHQ�HPSOR\HG�WR�WHVW�ZKHWKHU�WKH�RPLWWHG�YDULDEOHV�ELDV��7KH�UHVXOW�

shows�that�the�p-value�is�all�signi¿cant,�and�thus,�the�study�rejects�the�null�hypothesis�that�the�
PRGHO�KDV�QR�RPLWWHG�YDULDEOHV��+RZHYHU��)(�UHJUHVVLRQ�DVVXPHV�WKDW�XQREVHUYDEOH�IDFWRUV�

that�may�a൵ect�the�two�sides�of�the�regression�simultaneously�are�time�unchanged.�Moreover,�
FE� regression�deploys�within-group�changes�over� time,�and�by� including�FE� (i.e.,�¿rm�and�
time�e൵ects),�we�can�control�the�mean�di൵erences�across�the�¿rms�in�any�observable�predictors.�
Thus,�the�FE�coe൶cients�absorb�all�the�across-¿rm�variance�the�entire�time.�As�a�result,�FE�
UHJUHVVLRQ�LV�FRQVLGHUHG�DQ�RSWLPDO�VROXWLRQ�WR�GHDO�ZLWK�RPLWWHG�YDULDEOHV�ELDV�IRU�SDQHO�GDWD�

������(QGRJHQHLW\

Regarding�the�endogeneity�problem,�we�consider�¿nancial�leverage�an�endogenous�variable�
as�¿nancial�leverage�depends�on�many�other�factors�(Booth�HW�DO���������)UDQN�DQG�*R\DO��
�������$FFRUGLQJO\��E\�XVLQJ�FDSLWDO�LQWHQVLW\�DV�DQ�LQVWUXPHQWDO�YDULDEOH��PHDVXUHG�E\�WKH�

JURVV�DPRXQW�RI�33(�GLYLGHG�E\�WRWDO�DVVHWV��WKH�UHVXOW�VKRZV�WKDW�WKLV�LQVWUXPHQWDO�YDULDEOH�

LV�DSSURSULDWH��DQG�WKH�HQGRJHQHLW\�SUREOHP�LV�QRW�SUHVHQW�LQ�WKLV�UHVHDUFK�DV�WKH�S�YDOXH�RI�

the�endogenity�test�is�equal�to�0.2565,�which�fails�to�reject�of�the�null�hypothesis�that�¿nancial�
OHYHUDJH�LV�DQ�H[RJHQHRXV�YDULDEOH�

4.3.7�Post-estimation�results

Table� 4� reports� the� comparison� between� estimates� using� di൵erent� regressions,� including�
FE,�ordinary� least� squared� (OLS),� and�FE�with�Driscoll-Kraay� standard�errors� (1998).�At�
the�same�time,�using�Huber-White�standard�errors,�the�results�of�FE�and�OLS�are�robust�to�
KHWHURVNHGDVWLFLW\��ZKHUHDV�)(�ZLWK�'ULVFROO�.UDD\�VWDQGDUG�HUURUV�LV�DV\PSWRWLFDOO\�UREXVW�

WR�KHWHURVNHGDVWLFLW\�DQG�FURVV�VHFWLRQDO�GHSHQGHQFH�

As�shown�in�Table�4,�OLS�regression�has�a�higher�R-squared�than�FE�and�FE�with�Driscoll-
Kraay�standard�errors.�Speci¿cally,�while�the�R-square�of�OLS�with�Huber-White�standard�
errors� equals� 0.20,�which�means� the� independent� variables�explain� 20%�of� the� dependent�
YDULDEOH��WKDW�RI�)(�DQG�)(�ZLWK�'ULVFROO�.UDD\�VWDQGDUG�HUURUV�LV�RQO\�������+RZHYHU��)(�

DQG�)(�ZLWK�'ULVFROO�.UDD\�VWDQGDUG�HUURUV�WHQG�WR�VKDUH�WKH�VDPH�UHVXOWV��DQG�HVSHFLDOO\�WKH�
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ODWWHU�DSSURDFK�LV�UREXVW�WR�SUREOHPV�RI�WKH�UHVHDUFK�PRGHO�DQG�LV�FRQVLVWHQW�ZLWK�SUHYLRXV�

studies.�Three�models�report�relatively�consistent�results�in�leverage,�growth,�operating�ROA,�
dividend,�age,�EQ,�and�signi¿cance�levels.�However,�the�signi¿cant�positive�impacts�of�size�
and�Circular�200�on�EQ�are�found�at�5%�and�10%�levels�of�signi¿cance,�respectively.�The�
SRVLWLYH�LPSDFW�RI�&LUFXODU�����RQ�(4�LPSOLHV�WKDW�GHVSLWH�WKH�XSGDWHG�JXLGDQFH�SURYLGHG�E\�

the�Circular�200,�there�have�been�speci¿c�existing�gaps�that�¿rms�can�manipulate�their�earnings�
in�some�ways.�There�is�a�need�for�higher�¿nancial�reporting�standards�such�as�International�
Financial�Reporting�Standards� (IFRS)�to�create� a�better�quality�of�earnings� to�ensure�both�
accountability�and�decision�usefulness�for�listed�companies�in�Vietnam.�

7DEOH����6XPPDU\�RI�SRVW�HVWLPDWLRQ�UHVHDUFK�UHVXOWV

)(�ZLWK�+XEHU�:KLWH�

VWDQGDUG�HUURUV

2/6�ZLWK�+XEHU�:KLWH�

VWDQGDUG�HUURUV

)(�ZLWK�'ULVFROO�.UDD\�

VWDQGDUG�HUURUV

LEV ������ ������ ������

(0.006) ������� �������

GROWTH ������ ������ ������

������� ������� �������

OROA ������ -0.176*** ������

(0.016) ������� �������

LOSS ������ ������ ������

������� ������� �������

DIV ����� ����� �����

������� (0.006) �������

$*( ������ ������ ������

������� ������� �������

SIZE ����� ����� �����

������� ������� �������

CIR ����� ����� �����

������� ������� �������

BFRQV ������ ������ ������

������� ������� �������

Observations ���� ���� ����

R-squared ���� ���� ����

1RWHV��EQ�is�earnings�quality.�LEV�is�¿nancial�leverage.�GROWTH�is�the�revenue�growth�rate.�
OROA�is�an�operating�return�on�assets.�LOSS�is�a�dummy�accounting�losses�variable.�DIV�is�the�
dividend�yield.�AGE�is�¿rm�age.�SIZE�is�a�¿rm�size.�CIR�is�a�dummy�control�Circular�200�variable.

6RXUFH��7KH�DXWKRUV¶�FDOFXODWLRQ
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���&RQFOXVLRQ

Our�study�reviews�the�measurements�of�EQ�and�investigates�its�determinants�that�are�mainly�
derived� from�¿rm� characteristics.�The� panel� data�with� 3,987�¿rm-year� observations� were�
collected� from�443� listed� ¿rms�on� the�HNX�and�HOSE� from�2011� to�2019.�Our� research�
¿ndings�indicate�that�dividend�yield�and�¿rm�size�are�positively�related�to�EQ�while�¿nancial�
leverage,�growth,�pro¿tability,�and�accounting�losses�negatively�impact�on�EQ.�Also,�¿rm�age�
and�Circular�200�are�found�to�have�a�positive�partial�impact�on�EQ�on�listed�¿rms�in�Vietnam.

Our� results� imply� that�¿rms� should�mitigate�EM�while�maintaining�attractive� dividend�
yields� alongside� a� balanced� capital� structure,� stable� revenue� growth,� and� operating�ROA.�
Despite�its�possible�short-term�bene¿ts,�EM�would�not�be�an�e൵ective�solution�in�the�long�run.�
If�such�manipulation�of�earnings�is�detected�and�published,�it�will�a൵ect�the�investors’�belief�
and�the�going�concern�assumptions�of�enterprises�in�the�future.�For�big�¿rms,�utilizing�their�
HFRQRPLHV�RI�VFDOH�DQG�KDYLQJ�D�VROLG�LQWHUQDO�FRQWURO�V\VWHP�DUH�EHWWHU�VROXWLRQV�WR�DFKLHYH�

higher�pro¿ts�and�higher�degrees�of�transparency,�and�higher�accounting�information�quality.

Our� study� has� some� shortcomings.�We� focused� mainly� on� the� accrual� quality� aspect� of�
(4��ZKLFK�ZDV�UHJUHVVHG�RQ�VHYHQ�LQGHSHQGHQW�YDULDEOHV�DQG�RQH�FRQWURO�YDULDEOH��$OWKRXJK�

FRPSDUHG�ZLWK�SUHYLRXV�UHVHDUFK�UHVXOWV�DQG�REWDLQHG�D�FHUWDLQ�GHJUHH�RI�VLPLODULWLHV��RXU�VWXG\�

KDV�QRW�FRQVLGHUHG�(4�LQ�D�PXOWL�GLPHQVLRQDO�DSSURDFK�GXH�WR�WKH�ODFN�RI�GDWD��7KXV��WKLV�LV�WKH�

gap�for�future�study.�Also,�we�only�focus�on�¿rm�characteristics.�Further�study�can�be�conducted�
VR�WKDW�RWKHU�PDFUR�IDFWRUV�DW�WKH�LQGXVWU\�OHYHO�DQG�WKH�FRXQWU\�OHYHO�PLJKW�EH�LQFOXGHG�LQ�WKH�

HPSLULFDO�PRGHO��/DVWO\��WKH�HQGRJHQHLW\�SUREOHP�KDV�QRW�EHHQ�IXOO\�FRQWUROOHG��7KH�UHVHDUFK�

FDQ�EH�H[WHQGHG�E\�DSSO\LQJ�WKH�*00�PRGHO�WR�FRQWURO�HQGRJHQHLW\��
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