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Abstract This study empirically examined whether the board structure is related to the earnings
management of Vietnamese firms. We classified the characteristics of the board structure into three
categories: board size, board independence, and board ownership structure. As the proxy variables for
board independence, we used the ratio of outside directors and CEO-chairman duality, and for the board
ownership structure, we used the stock ownership of inside and outside directors. As the proxy variable
for earnings management, we used discretionary accruals based on the modified Jones model. We used
data based on Vietnamese firms listed on the Ho Chi Minh stock exchange (HOSE) and the Hanoi stock
exchange (HNX) for 6 years from 2012 to 2017. We found that the size of the board had a negative effect
on earnings management. Also, the inside director stock ownership had a positive effect on earnings
management. This means that earnings management is suppressed as the board size grows, and the
higher the inside director stock ownership, the better the earnings management. Unlike existing papers
on earnings management, this study focused on the structure of the board of directors. Our findings
show the importance of the board of directors, which is the core of corporate governance, and suggests

ways to improve the financial transparency of Vietnamese firms.
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Table 1. Explanation of variables in the adjusted
Jones model

Variables Explanation
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AbSales, Change in the net Sales of firm in period t

AAE Change in the Accounts Receivable of firm in period t
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t Tangible assets of firm in period t
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Table 2. Definitions of major variables

Variables Explanation

Dependent Variables

DA, , Discretionary Accruals of firm i in period t
AB,DAf» A-bsolhut.e Vahhje of Discretionary Accruals of
et firm i in period t

Independent Variables

BODM Board size of firm i in period t; number of
directors

BOD_out,; oOutside directors ratio of firm i in period t
ratio of number of outside directors to number
of directors on board

Dua'lityf,j CEO-chairman duality of firm i in period t
dummy variable equal to 1 for firm with
CEO-chairman duality and O otherwise

BOWN_in ,  Inside directors ownership stake of firm i in
period t; ratio of inside directors shares to all
issued shares of firm

BOWN_out

t. Outside directors ownership stake of firm i in
period t; ratio of outside directors shares to all
issued shares of firm i in period t

Control Variables

CEO, . T ——
’ CEO ownership stake of firm i in period t; ratio
of CEO shares to all issued shares of firm
Lm".qem‘ Controlling ownership stake of firm i in period
t; ratio of controlling shares to all issued shares
of firm
GOV, . S
’ State ownership stake of firm i in period t:
ratio of state shares to all issued shares of firm
Foreignt,i Foreign ownership stake of firm i in period t:
ratio of foreign shares to all issued shares of
firm
SIZE, , Size of firm i in period t; the natural logarithm
) of total assets
LEV;J Leverage ratio of firm i in period t; ratio of
total debt to total assets
ROA“ Return on assets of firm i in period t; ratio of
net income to total assets
COAM Cash flow from operatin on assets of firm i in
period t; ratio of operating cash flows to total
assets
Big4, ; Auditor size of firm i in period t dummy
variable equal to 1 for firm with Bigd auditor
firm and O otherwise
3.3 7=y

T8 HPES EUE 7H 1~55 AASH] 918l Al
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DA, ; = By +5,BOD, ; + 3,BOD_out, ; 4)
+ B3Duality, ; + B8, BOWN_in
+B8;BOWN_out, ; + B, CEO, ;
+B;Large, ; + By GOV, ; + By Foreign, ;
+B1SIZE, ; + B LEV, ; + 81,ROA, ;

+813C0A, ; + B, Big4, ; +e,

AB_DA, ; = B, + 8,BOD, ; + 3,BOD_out, (5)
+ B3 Duality, ; + B8, BOWN_in ;
+B;BOWN_out, ; + B, CEO, ;
+B;Large, ; + By GOV, ; + By Foreign, ;

+ 61 SIZE, ; + B LEV, ; + 3,ROA, ;

+813C0A, ; + B, Big4, ; +e,
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71&2 SAZES Table 30 AASIAEE AzFa LAY
olo] HiZh(AB_DA)2 Ha 0.0920°02, tjsdt HE
@ 71gollA ARt oje]zAgo] dojdths RS FRI

Table 3. Descriptive statistics

Variables Mean StD Min Median Max
DA -0.001 0.138  -0.594  -0.007 1.014
AB_DA 0.092 0.103 0.000 0.061 1.014
BOD 5.500 1.129 3.000 5.000  11.000
BOD_out 0.641 0.177 0.000 0.600 1.000
Duality 0.286 0.452 0.000 0.000 1.000
BOWN_in 0.051 0.097 0.000 0.009 0.731
BOWN_out 0.056 0.097 0.000 0.013 0.837
CEO 0.039 0.081 0.000 0.005 0.647
Large 0.495 0.216 0.000 0.516 0.993
GOV 0.224 0.252 0.000 0.084 0.844
Foreign 0.106 0.137 0.000 0.046 0.865
SIZE 27.132 1.482 23.719 27.064 32.996
LEV 0.507 0.219 0.002 0.532 0.971
ROA 0.054 0.084 -1.587 0.042 0.784
COA 0.059 0.130  -0.481 0.051 1.397
Big4 0.249 0.432 0.000 0.000 1.000
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£(BOD_out)2 #HF 0.6407°]t}. £ 00F oA}
37} Aol A2k o] Fo%] 7]jo] A5, Ak
12 OJAS|7}F A Atejo]AtzEt o]Fojd 7]]jo] &4
ke AL T & Utk CEO-9F AZ AR
(Duality)= Bt 0.2857=, CEO7} o142 AZsk QL
£ 7195 87 g2 7I]do] o B2 A ¥ & 9l
ot ARfolAl AE-E(BOWN_in)@t AReJo]Al A E-&
(BOWN_out)?] B2 22+ 5.11%, 5.63%°]tt.

b

Sgus 3 BAUSE 4

=
o,

=
2

o)

o] HHAFHAB_DA)H 23 ()9
= HOjE ARRJo|AR|Z(BOD _out)> AF4 F
(DA), AZ= &) ERGAB_DAF =(-)2
o] A, SAHCE FASHA ¥t CEO-1%
A2 45 (Dualityl= AFA TAADAT oIt &
(9] oS BoEth ARelAl A 2-&(BOWN_in)}<
AFA LEADAT KA R Aol AFE =2
oLt vpAlEfoz, ARRJolAl A 2-&(BOWN_out)e- A
T2 SAADA), AFE LA AHHAB_DA) +
gt FH9 G HolE

i
g
)

ox of ox [fr i
e

h

4.3 CHAZY 3|7EAM

HEW 7|49 oJAks] 27} o]]xAof n]X|= JTF
2 Yotr7] ¢ OLS AEH(OLS: Ordinary Least
Squares regression, ©]5} OLS)¥ Fama-Macbeth 3]
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Table 4. Pearson & Spearman correlation coefficient
Upper triangle is Pearson correlation coefficient and lower triangle is Spearman correlation
coefficient. Statistically significant is shown as *, ** *** with 10%, 5%, 1% respectively.

Variables DA AB_DA BOD BOD_out Duality BOWN_in BOWN_out CEO Large GOV Foreign SIZE LEV ROA COA Blg4
0.2201  0.0222  -0.0061 0.0307 0.0358 -0.0024 0.0383 -0.0585 -0.0970  0.0383 0.0484 -0.0139 0.2022 -0.7693 -0.0332

DA ok * * ok ol " ok ook ok
-0.0411 -0.0725  -0.0006 0.0254 0.0235 0.0234 0.0108 -0.0968 -0.1056 -0.0754 -0.0840 0.0513 -0.0798 -0.0861 -0.0882
AB_DA o = ok ok ok ok e ok ok ok
BOD 0.0327  -0.0604 0.0570 -0.0041 0.0427 0.0956  0.0050 -0.0465 -0.1221  0.3156 0.3101 -0.0312 0.0560 0.0381 0.1629
ok o o o Ed ok e ok [ ok o ok
BOD._out -0.0020  -0.0060 0.0533 -0.3357 -0.3355 0.1081 -0.2368 0.1212 0.0050  0.0550 0.0175 -0.1716 0.0565 0.0306 0.1170
Duality 0.0342 0.0026  0.0169 *0.32:52 0.43*1§ *O.lly?*g 0.4322 *0.16*9*% *0,18}@ 0.0007 *0.08*9*6* -0.0149 *0,03793‘ -0.0210 *0.1182
BOWN in 0,05*42 0.0323  0.0899 70‘42*7*2 0.4622‘ 0‘09*63 0,9489‘ 70.042‘9 -0.3302  -0.0280 -0.0230 0‘06*5*3; 70.042’9‘ -0.0765 -0.0978
N 0.0487  0.0387 0.0869 0.0846 -0.0144 0.3117 0.0915 -0.0566 -0.3201 -0.0157 -0.0028 0.0622 -0.0503 -0.0476 -0.0649
BOWN_out - " ok ok ok e otk ol ok ke o ol
0.0579  0.0399 0.0409  -0.2833 0.4672 0.9183 0.2994 -0.0276 -0.3063 -0.0305 -0.0043 0.0506 -0.0522 -0.0821 -0.0777
CEO ol * 3 ok ok b= ok ok Aok ok ok ok
Lai -0.0358 -0.0583 -0.0467 0.1368 -0.1752 -0.2971 -0.2307 -0.2928 0.4571 0.0300 0.0648 0.0217 0.1025 0.1009 0.1437
rge * e o P et o o ok e ok ok ok ok
GOV -0.0927 -0.0926 -0.1026  -0.0075 —0.17&2 -0.3621 -0.3731 -0.3573 0.43*1*4; -0.14*2*% 0.0161  0.0395 0.0726 0.1389 0.0035
Foreign 0.05*8*1* *0.045*5* O.ZIii 0.043*% -0.0278 *0.09*3*1 *0.09*13 *0.07*7*2 0.0033 *(1075)*2 O.29§Z *0.24*83 0. 183§‘ 0.07*32 0.33é§
SIZE 0,05*62 70.09’51*3* 0‘2551*2 0.0171 -0.0882 70.14*22 70‘153*{1‘ 70,12*4’2 0.07*6*2 0.0038  0.2855 0.3319 -0.0351 70.069’1 0,48*4*%
; -0.0058  0.0568 -0.0391  -0.1523 -0.0210 0.0681 0.0502 0.0444 0.0014 0.0272 -0.2605 0.3417 -0.3592 -0.2139 0.0235

LEV ok 3 ok ok Aok e otk ool ook ok
0.1198  -0.0094 0.0612 0.0723 -0.0260 -0.0363 -0.0740 -0.0136 0.1218 0.0864  0.3225 -0.1044 -0.4740 0.3024  0.0029

ROA ok o e * ok ok o o ok ok ok
-0.7639  0.0025 0.0467 0.0401 -0.0448 -0.0795 -0.0991 -0.0729 0.1179 0.1482  0.1158 -0.0718 -0.2582 0.4129 0.0163

COA ok o o o I o ok ok Py oy o e s
Bigd -0.0250 -0.0S;;;& 0. 14*4*L 0.1 1*73 -0.1 lgi -0. 18:)3 -0.1 3*9*1 -0. 17@5* 0. 1493 0.0020 0.28*7*L 0.46*6*1* 0.0155 0.0342 0.0352

=4 wpgole] WYRHAB DAY 18 K] Jeke
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WD JHL

t=3.19, p<0.05).

HlAlE Aow ek
=413, p(0.05). AololAt A&

(BOWN out)2 BA|Zoz Uuks A7lE Ho|x| gk=r}.
o4} Table 500149 A% Ex

s
ERE:
A ole]

< s
CEO-91% HY %=

A

A
e

g71°l

_'

Azlo] e} olars]

o929 F7lo] 8() FFS AR [}

P2k, ARSlo| AL )
12799] 2719 folat Ahe Holx] Yot 7H4
Phe 212 71z,

P A 249

JOECER R

298

FFHAE HolA A7loll 714 31 71243 A
OJAF A& o]d2A9] F7of] KHH I v
Ao A3t E&E7I [7H 418 AASk= Ao=
& 4 Stk oo R ARQjojAt A E-&E FAZORE
Ao AIE HolX ggtrldl FHE SIE 71ZRit
th2-9] Table 69= Eq. (4)°] thigt SAEY AFE
YRR, o]z 9] WS FAHoRE dotEY|
el A=A GAAE %J‘(DA@)?J( F(DAY0O)FEO.
2 Uiro] AN AsE 42 UEiSlt) Eq. 4)
= AFd 4 %‘91 (DA} FaH(DAY0) &
FollA| BARCE At RPUS FRIsIHTHE=321.48,
p<0.0001; F=215.28, p<0.0001). AjzF2] o] &
9 0|9 FaAFle 2E ke Aola, F4H

olole F7AIE 23S Frka 4T 4 ek

ol:
2



HEY 7199 olxtE P29t ooz

Table 5. Multiple regression coefficient of board structure and size of earnings management.
Figures in parentheses are t-statistics and statistically significant is shown as *, **, *** with 10%, 5%,

1% respectively.

OLS Fama-Macbeth
AB_DA AB_DA
Variables Model 1 Model 2 Model 1 Model 2
o rercent 0.1205"* 0.2245" 0.1204™ 0.2247"
neercep (8.88) “.71) (20.69) 9.79)
50D -0.0070"* -0.0049" -0.0068"** -0.0041*
(-3.70) (-2.35) (-4.85) (-2.58)
50D out 0.0087 0.0247* 0.0079 0.0253*
- (0.66) (1.76) (1.09) (3.19
Dualis 0.0059 0.0021 0.0083 0.0046
Y (1.08) ©0.37) 0.99) 0.69)
, 0.0187 0.1175* 0.0090 0.1119*
BOWN_in ©0.74) 1.72) (1.24) “4.13)
0.0317 -0.0183 0.0350"** -0.0200*
BOWN_out (1.43) -0.79) (5.00) 2.53)
-0.1645" -0.1662***
CEO 2.05) 6.02)
. -0.0218* -0.0132
arge (-1.92) (-1.00)
-0.0368" -0.0404"%
GOV
(-3.42) -6.73)
Foretan -0.0133 -0.0143
8 (-0.72) (-0.99)
-0.0039* -0.0042**
SIZE (-2.07) (-3.85)
0.0256" 0.0250*
LEV (2.16) (2.81)
-0.0455 -0.0499
ROA 1.61) (-1.25)
-0.0385*" -0.0325
coA 2.17) (-0.54)
) -0.0100* -0.0101*
Bigd -1.72) (-3.76)
Adi. R 0.0052 0.0325 0.0142 0.0596

oJAlS] FE(BOD)}= AFFA WA S3HDA0)
99l5t QH+)2] P w|X|I(t=3.47, p<0.01; t=4.19,
p<0.01), A=A AN FH DAYl F2lgt ()<
AFS U= A0 (1=-2.16, p<0.05; t=-3.37, p<0.05)
UrEbstTh ARQ]o]AFE(BOD _out) AHFH AN &
DA FYTt ()Y FFS WA (=-3.45,
p<0.01; t=-2.26, p<0.1), AFH LAY FZHDA0)
of /o3t HHY JFS RO 2 (t=2.54,
p<0.05; t=3.73, p<0.05) Uttt CEO-21% A
F(Duality)= A2 DN BAZHORE Folgt JTF

o=

BAS HolX gkt AfolAt AE&BOWN_in}e
AFE B FEGOM0 FAT HH FFL

w2 Ao vebdTH=2.21, p0.1). Aol A&
2(BOWN_out)& A4 439 S4GHDA)] %]
209 FFe TAE Aoz Uehgrh=-2.63,
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p<0.01; t=-8.24, p<0,01).

N

A4 7t 2Y

71 F#E9} olA}s] o] wt o]
4 =R gotr 7] Y3l OLS I
A, HEEY 719 27] R V1%
719, 2719, 271902 Uy 7t 8l
o] HHZHAB_DA)N A= FFEA
ThEO g olAls] HRE HEO| F9% 5
Lol zt /g7 A g oe] gk
Ax FYgBAS Fohugich

&
I

441 7|19 #22 2/ Ft
Table 7°l= HEHS 7Y 2 710wt

HEES W74, 3714, 271922 o] OLS AL

=
7]

L 1%

=
T



AR &85 =R A A22d Al7E, 2021

Table 6. Multiple regression coefficient of board structure and earnings management.
Figures in parentheses are t-statistics and statistically significant is shown as *, **, *** with 10%, 5%,

1% respectively.

OLS Fama-Macbeth
DA < 0 DAY 0O DA <0 DAY O
Variables Model 3 Model 4 Model 5 Model 6 Model 3 Model 4 Model 5 Model 6
Intercent -0.1129**  -0.0455* 0,1334%  -0.2744™ -0.1122"*  -0.0341 0.1397***  -0.2844**
P (-7.27) 1.73) (5778) (-6.28) (-13.06) (-1.19) (17.80) (-5.70)
0D 0.0077**  0.0048™*  -0.0068"*  -0.0003 0.0077***  0.0049**  -0.0070**  -0.0003
(3.47) 4.19) (-2.16) (-0.14) (5.39) 4.91) (-3.37) (-0.44)
0D -0.0155 -0.0259**  -0.0005 0.0327* -0.0173* -0.0255"  -0.0081 0.0358**
-out (-1.04) (-3.45) (-0.02) (2.54) (-2.26) (-3.58) (-0.79) (.73)
Duall -0.0070 0.0015 0.0034 0.0052 -0.0098 -0.0012 0.0059 0.0051

uality (-1.11) (0.49) 0.39) (1.05) (-1.51) (-0.35) 0.59) 0.67)

BOWN i -0.0029 -0.0548 0.0302 0.0552 0.0139 -0.0469 0.0152 0.1001*
WN_in (-0.10) (-1.40) ©.71) (0.94) (0.66) (-1.58) 0.89) .21)
BOWN -0.0708**  -0.0013 -0.0064 -0.0292 -0.0684**  -0.0010 -0.0065 -0.0454**

-out (-2.63) (-0.09) (-0.18) (-1.49) (-8.24) (-0.29) (-0.61) (-3.12)
. 0.0492 -0.0960 0.0627* -0.1376*
(1.05) (-1.43) (2.33) (-2.14)

) 0.0149™ -0.0046 0.0049 -0.0055
Large .29 (-0.47) 0.66) -2.07)
cov 0.0219% -0.0127 0.0299%* -0.0075

(3.75) (-1.30) (5.26) (-1.76)
Fored 0.0137 -0.0466™** 0.0095 -0.0549**
oreen (1.33) (-2.91) (1.41) (-3.59)
sz 0.0010 0.0102% 0.0007 0.0105™*
0.91) (6.09) (0.47) (5.16)
-0.0408™* -0.0120 -0.0419" -0.0126
LEV (-6.30) -1.11) (-12.18) (-1.00)
ROA 0.5849% 11292 0.6317%% 1.1333%
(40.51) (32.07) (31.99) (61.27)
COA -0.7826™** -1.1657" -0.8122%* -1.1520%*
(-63.27) (-52.50) (-31.70) (-51.16)
Bind 0.0022 -0.0213™" 0.0040 -0.0212"*

18 (0.70) (-4.07) (1.45) (-5.31)

Adi. R? 0.0110 0.7827 0.0007 0.7296 0.0184 0.7993 0.0101 0.7544
A AeE Yot e B2 digt Eq. (5)9] 2 4.4.2 O|AIE] HEE BEFS F7I BM

A3 A= Z7)Q(FE=7.27, p<0.000)7} A7
(F=4.90, p<0.0001) FENATF A3t AL SRIsHAT.

OJAE] FHE(BOD), Ate]eAHE&(BOD_out), ARfiolAF
A&-&(BOWN_in)o] AF2] EPHe] HAHZHAB_DA)

o BAHOR GO G HIX 1, ol Bs| 4]
ol oIgHe Helet. olAks] FR(BODK: A

Mol FHZHAB_ DA ()2 FFE HAH
(t=-3.00, p<0.01), AFoJAM]-E(BOD_out)(t=2.40,
p<0.05), AFHiolAl AE-EBOWN_in)(t=1.86, p<0.1)
2 Mg HYH] HHZHAB_DA)ON H+H2 ¥ 4
FE uX ZaFog 7| Tt o]RA e TV
o TS vAE AL FAT = ok

A= E
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TR 590 23} 7]A4(F=2.98, p<0.01)F} 591 ©I5} 714
(F=5.24, p<0.0001) E5FollA AT 2L Felstict.

TFE7F 51 olskRl  oJARS|o ARl ARQJojARH]E
(BOD_out)o] A4 yHo] AHZHAB_DA) 2
3 HHY YIS vFK1=2.50, p<0.05). ZHHoz
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Table 7. Multiple regression for effect of firm size.
Figures in parentheses are t-statistics and
statistically significant is shown as *, **

4 with 10%, 5%, 1% respectively.

Table 8. Multiple regression for effect of board size
Figures in parentheses are t-statistics
and statistically significant is shown as *,
R with 10%, 5%, 1% respectively.

AB_DA AB_DA
Variables Large firm Middle firm Small firm Variables Large Board Small Board
0,0789 0,1246™" 0,1323"* 0,1432* 0,2309%*
Intercept 063 (3.49) 676) Intercept a.77) 577
0.0035 -0.0049 -0.0079"* -0.0365 0.0431%
BOD ©0.41) (-1.53) (-3.00) BOD_out (-1.50) 2.50)
-0.0451 -0.0197 0.0379** i -0.0078 0.0037
BOD_out 0.42) (-0.61) (2.40) Duality (-0.83) ©.53)
. -0.0006 -0.0082 0.0053 A 0.1010 0.0763
Duality (-0.02) (-0.57) 0.8 BOWN.in (110 ©.78)
‘ 0.7911 0.1430 0.1395* 0.0048 -0.0330
BOWN_in 039 0.83) (1'86) BOWN_out 0.19 (-1.08)
0.0459 -0.0624 -0.0073 -0.0881 -0.1433
BOWN_out 0.47) -1.16) -0.27) CEO (-0.76) (-1.30)
-0.3522 -0.1241 -0.2263** | 0.0193 -0.0334**
CEO (-0.14) 0.67) (-2.50) Large (1.05) (-2.36)
L -0.0146 0.0017 -0.0250* ov -0.0378* -0.0406™***
arge -0.18) ©.07) (-1.94) G (-1.93) (-3.14)
cov 0.0052 -0.0770"" -0.0285*" Forel -0.0583*" 0.0048
(0.07) (-3.45) (-2.33) oreign (-2.29) 0.19)
Forel -0.1472* -0.0991%* 0.0072 - -0.0003 -0.0056™
oreign (-1.82) (-3.27) .31 (-0.10) (-2.38)
-0.0166 0.0650** 0.0158 -0.0223 0.0424**
LEV -0.17) (2.26) (1.34) LEV (-1.00) (3.00)
-0.1829 0.4378"* -0.1088*** -0.0613* -0.0305
ROA (-0.83) (5.89) (-3.50) ROA -1.67) 0.75)
0.2639 -0.2543%* -0.0170 -0.0890"" -0.0269
COA (1.45) (-5.05) (-0.89) COA (-2.53) (-1.30)
B 0.0200 -0.0135 -0.0144" B -0.0050 ~0.0142*
18 (0.28) (-1.38) (-2.15) 18 (-0.54) (-1.93)
Adj. R? 0.0772 0.1740 0.0256 Adj. R? 0.0375 0.0315
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