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INTRODUCTION
1. The necessity of the topic
Financial statements of enterprises in general, and listed enterprises in particular, are products of the accounting system, and are one of the important bases used by shareholders, investors, creditors… to make economic decisions. The reliability of financial statements of enterprises, especially of listed enterprises, is always an important issue because the scope of influence is not only limited to the financial market of a country, but also the world financial market due to the interconnectedness and interdependence between markets in the context of globalization.
However, the characteristic of a listed company is all about the separation between ownership and management, leading to the consequences of the representation mechanism being conflicts of interest, information asymmetry… Managers are responsible for preparing financial statements, so they can choose accounting policies or make management decisions to intervene in accounting profits to benefit themselves or their interest groups. This behavior in accounting is called earnings management.  Earnings management reduces the objectivity and neutrality of financial statement data. Earnings management can be misleading to users of financial statements outside the enterprise and negatively impact their economic decisions.
Earnings management on financial statements is one of the topics that many researchers have conducted in many stock markets around the world. There are two common ways to implement earnings management on financial statements: earnings management based on accrual accounting variables (AEM) and earnings management based on real transactions (REM). Research on AEM estimation models began in the 1980s, typically the Healy (1985) and DeAngelo (1986) models. This was the basis for Jones (1991) to develop the most basic AEM estimation model. Dechow et al. (1995) completed the Jones (1991) model and it became the most widely used AEM estimation model. Later, Kothari et al. (2005) and several other researchers continued to propose other versions of the model based on the model of Dechow et al. (1995). Research on factors affecting AEM is quite popular such as factors related to board of directors (BOD) characteristics, ownership structure characteristics, audit quality. Among them, there are factors that are rarely included in the research model on factors affecting AEM in Vietnam such as the nationality diversity of board members, audit committee under the BOD, independent auditor tenure, and the board members ownership.
Research on REM started around 2000 and is still rare because the data to estimate REM is quite limited depending on the financial reporting standards in each country. The most commonly applied REM estimation model in empirical studies is Roychowdhury (2006) and an extended version, Gunny (2010), is less popular. Some typical studies on factors affecting REM include Guo et al. (2015) in Japan, Shayan-Nia et al. (2017) in Malaysia, Almashaqbeh et al. (2019) in Jordan, Sitanggang et al. (2020) in the UK, Ngo Thi Khanh Linh (2023) in Vietnam. According to the author's synthesis, the number of studies on REM is still quite modest in the world and in Vietnam and these studies do not fully estimate all aspects of REM, so this is a gap that needs to be filled. In addition, the literature review also points out factors that have never been studied about their impact on REM in Vietnam such as the independence of the BOD, gender diversity of the board members, professional qualifications of board members, ownership ratio of board members, and independent auditor tenure.
Vietnam is a developing country; the stock market is in the process of being improved to upgrade and the process of equitization of enterprises has been and is continuing. Vietnam stock exchange started operating in 2000 and is a frontier market. Although it has recently met the criteria for upgrading to a secondary emerging market, Vietnam stock exchange is still young compared to other countries in the region and the world. For the goal of sustainable development of the stock market, information transparency of listed companies plays an important role, so recently there have been studies on earnings management but the number is still modest compared to studies on the same topic in stock markets in the region and the world. Previous studies used quite old data sets, so the findings may no longer be suitable for the new context, when Vietnam stock exchange has made significant improvements in regulations and practices of corporate governance and information disclosure to meet the criteria of a secondary emerging market. In addition, most studies examine earnings management from the AEM perspective, only a few studies REM and almost no studies on both AEM and REM in Vietnam. Therefore, detecting earnings management (both AEM and REM) on financial statements at listed enterprises is necessary and there should be a comprehensive study on the method of detecting AEM and REM and the factors affecting AEM and REM at listed companies on the Vietnam stock exchange. Therefore, the implementation of the thesis with the topic: “Earnings management on financial statements: A study of non-financial companies listed on the Vietnam Stock Exchange”. The research results are an important basis for making recommendations to stakeholders such as listed enterprises, state regulators, users of financial statements, independent auditors and auditing companies, professional associations, and accounting - auditing training institutions. It contributes to raise awareness of stakeholders and supporting them in making more appropriate economic decisions.
2. Research objectives
* General objectives: The general research objective of the thesis is to identify and estimate earnings management, detecting factors and the impact of factors on earnings management at non-financial companies listed on the Vietnam stock exchange.
* Specific objectives:
Firstly, forming a theoretical basis through systematizing previous studies and related theories on earnings management at listed enterprises and factors affecting earnings management (AEM and REM), thereby pointing out research gaps;
Secondly, build research model and create research hypotheses suitable to the context of Vietnam stock exchange and the approach of the thesis;
Thirdly, evaluate the current status of earnings management along with the factors affecting earnings management at non-financial companies listed on the Vietnam stock exchange;
Fourthly, propose recommendations and implications for listed companies and related parties based on empirical research results to improve the quality of profit information disclosed in the financial statements of listed companies on the Vietnam stock exchange.
3. Research questions
The research questions of the thesis are as follows:
Question 1: What is the level of earnings management (AEM and REM) implementation on financial statements at non-financial companies listed on the Vietnam stock exchange? Is there a difference in the level of AEM and REM at non-financial companies listed on the Vietnam stock exchange over time and by industry?
Question 2: What factors affect earnings management (AEM and REM) of non-financial companies listed on the Vietnam stock exchange, and what is the level and direction of the impact?
Question 3: Do non-financial companies listed on the Vietnam stock exchange use AEM and REM as substitutes or complements to each other?
Question 4: What recommendations are proposed to stakeholders based on the research results to limit the negative impact of earnings management on financial statements?
4. Research objects and scope
Research objects is earnings management (AEM and REM) and determine factors and the impact of factors on earnings management on financial statements (AEM and REM) at non-financial companies listed on the Vietnam stock exchange.
Research scope:
+ Regarding the content: (1) the thesis estimates earnings management using two methods: AEM and REM; and (2) detects factors and evaluates the impact of factors on AEM and REM at non-financial companies listed on the Vietnam stock exchange.
+ Regarding the space: The thesis studies data of 409 non-financial companies listed on the Vietnam stock exchange. Enterprises in the financial sector (banking, insurance, securities) are not within the scope of the study due to the nature of their operations and differences in accounting policies.
+ Regarding time: data is collected from audited financial statements and annual reports in the period 2012 - 2023. At the time of writing the thesis, the 2024 financial statements and other reports had not been fully published, so the data was updated to the most recent year 2023.
5. [bookmark: _Toc185175368][bookmark: _Toc195225070][bookmark: _Toc195225161]Overview of research methods
The thesis uses quantitative research methods based on secondary data published by non-financial enterprises listed on the Hanoi Stock Exchange (HNX) and the Ho Chi Minh City Stock Exchange (HOSE). The data needed for the model of estimating earnings management is provided by Vietstock (Tai Viet Joint Stock Company), which is a financial - securities information portal established in 2001 and is a comprehensive and professional information channel on finance and securities in Vietnam.
Based on the collected data, the author proceeds to screen the data, compute the dependent variables and independent variables. Then, the thesis checks the conditions of multivariate regression suitable for panel data including: correlation test, multicollinearity test, heteroscedasticity test, autocorrelation test, endogeneity test. OLS, Fixed effect, Random effect, GLS, and GMM regressions are performed to overcome model defects and find the most suitable regression results as a basis for drawing conclusions.
6. New contributions of the thesis
In theory:
+ Systematize and contribute to clarifying the theoretical basis of earnings management such as concepts, motivations, methods of implementing earnings management, and fundamental theories explaining the earnings management behavior of managers;
+ Systematize AEM and REM estimation models, compare the advantages and limitations of each model to choose the model suitable for the research context in Vietnam;
+ Systematize the theoretical framework and design the research model along with 15 research hypotheses on factors affecting AEM and REM at non-financial companies listed on the Vietnam stock exchange.
In practice:
+ Identify the level of earnings management on financial statements (AEM and REM) of 409 non-financial companies listed on Vietnam stock exchange in the period 2012 – 2023;
+ Identify factors affecting earnings management on financial statements (AEM and REM) at 409 non-financial companies listed on the Vietnam stock exchange in the period 2012 – 2023;
+ Propose recommendations to stakeholders such as listed companies, state regulators, users of financial statements, independent auditors and auditing companies, professional associations, and accounting - auditing training institutions to limit the negative impacts of earnings management on financial statements on the sustainable development of the Vietnam stock exchange.
7. Structure of the thesis
The main content of the thesis includes 5 chapters:
Chapter 1. Theoretical basis
Chapter 2. Literature review
Chapter 3. Research design
Chapter 4. Research results
Chapter 5. Conclusion, discussion of research results and recommendations
[bookmark: _Toc203509875][bookmark: _Toc204033135][bookmark: _Toc204033210][bookmark: _Toc213628735][bookmark: _Toc213883648][bookmark: _Toc194971324][bookmark: _Toc202715938][bookmark: _Toc202716079][bookmark: _Toc202716169][bookmark: _Toc202716239][bookmark: _Toc202716647][bookmark: _Toc202716719]
CHAPTER 1. THEORETICAL BASIS
1.1. [bookmark: _Toc202715939][bookmark: _Toc202716080][bookmark: _Toc202716170][bookmark: _Toc202716240][bookmark: _Toc202716648][bookmark: _Toc202716720][bookmark: _Toc203509876][bookmark: _Toc204033136][bookmark: _Toc204033211][bookmark: _Toc213628736][bookmark: _Toc213883649][bookmark: _Toc194971325] Some general issues on earnings management on financial statements
1.1.1. Concept of earnings management on financial statements
Researchers have provided definitions of earnings management that complement each other, but they all have one thing in common - that is, earnings management is often associated with the purpose of gaining personal benefits of managers. Synthesizing from the above definitions, the researcher gives his opinion on earnings management on financial statements as follows: earnings management is the intentional intervention of managers into financial statement data through decisions that affect real transactions or change accounting policies, methods, and estimates within the framework of accounting standards. The purpose of earnings management is to achieve economic benefits (individual or group) and thus, negatively affect the neutrality of accounting information. Accordingly, earnings management affects the decisions of related parties, causing them to make wrong decisions based on insufficiently truthful accounting information.
1.1.2. Motivation for implementing earnings management on financial statements
Synthesizing studies on the motivations for implementing earnings management shows that the main motivations of managers when earnings management on financial statements are: to achieve the desired bonus of managers which based on business performance (Healy, 1985); to achieve the bonus of managers which based on stock price (Cheng and Warfield, 2005); to avoid violating debt contracts (Watts and Zimmerman, 1986; Healy and Wahlen, 1999); to avoid political costs (Demski, 1988; Jones, 1991); to meet analysts' forecasts, or to report a stable, sustainable income stream (Mulford and Comiskey, 2002); to attract investment cash flow from the capital market (Rangan, 1998; Erickson and Wang, 1999).
1.1.3. Methods of implementing earnings management on financial statements
1.1.3.1. Accrual-based earnings management (AEM)
AEM occurs within the framework of accounting standards, taking advantage of the flexibility of accounting methods. According to Xu et al. (2007), AEM does not create or eliminate earnings; it merely shifts earnings between periods. Since AEM is based on accounting regulations, it lacks flexibility and any changes require full disclosure in the Notes to the Financial Statements. Thus, AEM is easily detected by independent auditors and users of financial statements.
1.1.3.2. [bookmark: _Toc168947337]Real earnings management (REM)
According to Schipper (1989), REM is a type of earnings management that can be achieved by changing the timing of expenditures in investing or financing activities with the aim of manipulating reported earnings. REM is based on management decisions that manipulate short-term profits but affect future cash flows (Graham et al., 2005). Taking advantage of huge cash/trade discounts to increase sales volume also increases customers' expectations of future discounts and will ultimately be detrimental to long-term cash flows. As a result, REM increases information risk and reduces the quality of the overall information environment and thus causes significant negative consequences (Roychowdhury, 2006). REM is considered to be a signal of poorer financial performance in the future (Cohen and Zarowin, 2010).
1.1.3.3. Managers' choice of implementing AEM and REM
Studies have shown that managers switched from AEM to REM because it is easier to make discretionary decisions in operations and less likely to be detected by regulators and auditors. Pressure from auditors and accounting regulations have led managers to choose to implement REM more (Gunny, 2010). Cohen and Zarowin (2010), Jungeun et al. (2012), Baatour and Othman (2016), Ferentinou and Anagnostopoulou (2016), Ho et al. (2015) concluded that companies switched to REM instead of AEM because REM is less likely to be detected.
The above studies have investigated the actual transition from AEM to REM. However, these studies do not confirm a complete transition from AEM to REM. Therefore, REM can be used as a supplement to AEM. Zang (2012) and Alhadab et al. (2015) have provided empirical evidence to support this view.
1.2. [bookmark: _Toc202715940][bookmark: _Toc202716081][bookmark: _Toc202716171][bookmark: _Toc202716241][bookmark: _Toc202716649][bookmark: _Toc202716721][bookmark: _Toc203509877][bookmark: _Toc204033137][bookmark: _Toc204033212][bookmark: _Toc213628737][bookmark: _Toc213883653][bookmark: _Toc167024899][bookmark: _Toc168318335] Models for estimating earnings management on financial statements
1.2.1. AEM estimation models
+ Jones (1991) model;
+ Dechow et al. (1995) model;
+ Kasznik (1999) model;
+ Kothari et al. (2005) model.
1.2.2. REM estimation models
+ Roychowdhury (2006) model;
+ Gunny (2010) model.
1.3. [bookmark: _Toc202715941][bookmark: _Toc202716082][bookmark: _Toc202716172][bookmark: _Toc202716242][bookmark: _Toc202716650][bookmark: _Toc202716722][bookmark: _Toc203509878][bookmark: _Toc204033138][bookmark: _Toc204033213][bookmark: _Toc213628738][bookmark: _Toc213883656]  Fundamental theories
1.3.1. Agency theory
1.3.2. Asymmetric information theory
1.3.3. Stakeholder theory
1.3.4. Stewardship theory 
1.3.5. Resource dependence theory
1.3.6. Signaling theory
1.3.7. Contingency Theory
Chapter 1 summary

CHAPTER 2. LITERATURE REVIEW
2.1. Overview of research on the application of earnings management estimation models in empirical research
Overview of research and determination of the frequency of application of AEM and REM estimation models in the world and in Vietnam (2007 - 2024).
2.2.  Overview of research on factors affecting earnings management on financial statements
2.2.1.  The characters of the BOD factors
+ BOD size
+ BOD independence
+ Duality of the board chairman and CEO
+ Gender diversity of the BOD
+ Nationality diversity of the BOD
+ Financial and accounting expertise of BOD
2.2.2.  Audit quality factors
+ The existence of the audit committee
+ Independent audit quality
+ Independent auditor tenure
2.2.3.  Ownership structure factors
+ Ownership concentration
+ Institutional ownership
+ State ownership
+ Foreign ownership
+ Managerial ownership
+ Board member ownership 
2.3.  Research gaps
+ Research gaps on AEM
+ Research gaps on REM
+ Other research gaps
Chapter 2 summary

CHAPTER 3. RESEARCH DESIGN
3.1. Research process
The research process of the thesis is built with 6 steps.
Step 1: Identify the research problem
Step 2: Research the theoretical basis, review the literature and point out the research gap
Step 3: Develop hypotheses and research models, the use of quantitative research methods
Step 4: Collect and process data
Step 5: Present and discuss research results
Step 6: Propose recommendations to stakeholders, indicate limitations and future research directions
3.2. [bookmark: _Toc202715949][bookmark: _Toc202716090][bookmark: _Toc202716180][bookmark: _Toc202716250][bookmark: _Toc202716658][bookmark: _Toc202716730][bookmark: _Toc203509887][bookmark: _Toc204033147][bookmark: _Toc204033222][bookmark: _Toc213628748][bookmark: _Toc213883693] Research hypothesis
3.2.1. The influence of the characters of the BOD factors
H1a: Board size has an impact on AEM
H1b: Board size has an impact on at least one component of REM
H2a: Board independence has an impact on AEM
H2b: Board independence has an impact on at least one component of REM
H3a: Duality of the board chairman and the CEO has an impact on AEM
H3b: Duality of the board chairman and the CEO has an impact on at least one component of REM
H4a: Gender diversity of the BOD has an impact on AEM
H4b: Gender diversity of the BOD has an impact on at least one component of REM
H5a: Nationality diversity of the BOD has an impact on AEM
H5b: Nationality diversity of the BOD has an impact on at least one component of REM
H6a: The financial and accounting expertise of the BOD has an impact on AEM
H6b: The financial and accounting expertise of the BOD has an impact on at least one component of REM.
3.2.2. The influence of audit quality factors
H7a: The existence of the audit committee has an impact on AEM
H7b: The existence of the audit committee has an impact on at least one component of REM
H8a: Independent audit quality has an impact on AEM
H8b: Independent audit quality has an impact on at least one component of REM
H9a: The tenure of the independent auditor has an impact on AEM
H9b: The tenure of the independent auditor has an impact on at least one component of REM
3.2.3. The influence of ownership structure factors
H10a: Ownership concentration has an impact on AEM
H10b: Ownership concentration has an impact on at least one component of REM
H11a: Institutional ownership has an impact on AEM
H11b: Institutional ownership has an impact on at least one component of REM
H12a: State ownership has an impact on AEM
H12b: State ownership has an impact on at least one component of REM
H13a: Foreign ownership has an impact on AEM
H13b: Foreign ownership has an impact on at least one component of REM
H14a: Managerial ownership has an impact on AEM
H14b: Managerial ownership has an impact on at least one component of REM
H15a: Board member ownership has an impact on AEM
H15b: Board member ownership has an impact on at least one component of REM
3.3. [bookmark: _Toc195177680][bookmark: _Toc195459730][bookmark: _Toc202715951][bookmark: _Toc202716092][bookmark: _Toc202716182][bookmark: _Toc202716252][bookmark: _Toc202716660][bookmark: _Toc202716732][bookmark: _Toc203509889][bookmark: _Toc204033149][bookmark: _Toc204033224][bookmark: _Toc213628750][bookmark: _Toc213883698] Research model
[bookmark: _Toc213883699]3.3.1. Model for estimating earnings management on financial statements
3.3.1.1. AEM estimation model
The Dechow et al. (1995) model is used to estimate AEM because the literature review shows that this is the most commonly used model to estimate AEM in the world as well as in Vietnam. In a frontier stock market like Vietnam - where financial information lacks transparency, the Dechow et al. (1995) model has eliminated the influence of accrued revenue, helping to estimate accruals more reasonably than the original model of Jones (1991).
3.3.1.2. REM estimation model
The choice of using Roychowdhury (2006) model to estimate REM is because the literature review shows that this is the most commonly used model to estimate REM in the world and in Vietnam. Most of the studies on REM have used Roychowdhury (2006) model instead of Gunny (2010) model because of the feasibility in collecting the data needed for the model.
[bookmark: _Toc213883700]3.3.2. Model for examining factors affecting earnings management on financial statements
Model 1 with dependent variable is AEM (denoted as absDA)

(1) 	absDAit = α0  + β1 BSIZEit + β2 BINDit + β3 BDUALit   + β4 BWOMANit + β5 BFOREIGNit   + β6 BEXPERTit + β7 ACOMit   + β8 ABIG4it + β9 ATENUREit   + β10 OC it+ β11 OIit   + β12 OSit + β13 OFit   + β14 OMit + β15 OBit  + β16 SIZEit + β17 LEVit   + β18 ROAit + β19 GREV + β20 CFOA + β21 AGEit + β22 COVIDit + INDUSTRY  +  εit

Model 2 (consisting of 4 component models) with 4 dependent variable representing REM (denoted as abnCFO, abnPROD, abnDISEXP, COM_REM)

(2.1)	abnCFOit = α0  + β1 BSIZEit + β 2 BINDit + β 3 BDUALit   + β 4 BWOMANit + β5 BFOREIGNit   + β 6 BEXPERTit + β 7 ACOMit   + β 8 ABIG4it + β 9 ATENUREit   + β10 OC it+ β 11 OIit   + β 12 OSit + β 13 OFit   + β 14 OMit + β 15 OBit  + β16 SIZEit + β 17 LEVit   + β18 ROAit + β19 GREV + β 20 AGEit + β 21 COVIDit + INDUSTRY  +  εit

(2.2)	abnPRODit = α0  + β1 BSIZEit + β 2 BINDit + β 3 BDUALit   + β4 BWOMANit + β5 BFOREIGNit   + β6 BEXPERTit + β 7 ACOMit   + β 8 ABIG4it + β9 ATENUREit   + β10 OC it+ β 11 OIit   + β 12 OSit + β 13 OFit   + β 14 OMit + β 15 OBit  + β 16 SIZEit + β 17 LEVit   + β 18 ROAit + β19 GREV + β 20 AGEit + β 21 COVIDit + INDUSTRY  +  εit

(2.3)	abnDISEXPit = α0  + β1 BSIZEit + β2 BINDit + β3 BDUALit   + β4 BWOMANit + β5 BFOREIGNit   + β6 BEXPERTit + β7 ACOMit   + β8 ABIG4it + β9 ATENUREit  + β10 OC it+ β 11 OIit   + β 12 OSit + β 13 OFit   + β 14 OMit + β 15 OBit  + β 16 SIZEit + β 17 LEVit   + β 18 ROAit + β19 GREV + β 20 AGEit + β 21 COVIDit + INDUSTRY  +  εit

(2.4)	COM_REMit = α0  + β1 BSIZEit + β 2 BINDit + β3 BDUALit   + β4 BWOMANit + β5 BFOREIGNit   + β6 BEXPERTit + β7 ACOMit   + β8 ABIG4it + β9 ATENUREit   + β10 OC it+ β 11 OIit   + β 12 OSit + β 13 OFit   + β 14 OMit + β 15 OBit  + β 16 SIZEit + β 17 LEVit   + β 18 ROAit + β19 GREV + β 20 AGEit + β 21 COVIDit + INDUSTRY  +  εit

3.4. Measuring variables in the research model
3.4.1. Dependent variables
3.4.2. Independent variables
3.4.4. Control variables
3.5. Data collection and processing methods
3.5.1. Data collection method
Secondary data (raw data) is compiled and provided by Vietstock based on audited financial statements and annual reports of listed companies on Hanoi Stock Exchange (HNX) and Ho Chi Minh Stock Exchange (HOSE) in the period 2010 - 2023.
3.5.2. Data processing method
Step 1: Filter out extraneous data
Step 2: Regression to determine the dependent variable AEM and REM.
Step 3: Descriptive statistics 
Step 4: Pearson correlation analysis
Step 5: Multivariate regression determines factors affecting AEM and REM including OLS, Random effect, Fixed effect, GLS, GMM regressions and tests for multicollinearity, autocorrelation, heteroscedasticity, and endogeneity.
3.6. Enhanced testing
3.6.1. Test 1: testing the replacement/supplementation of REM for AEM at non-financial companies listed on the Vietnam stock exchange
Hypothesis H16: Non-financial companies listed on the Vietnam stock exchange use REM and AEM complementary to each other.
Model 3 is as follows:
AEMit = α0  + β1 abnCFO it +  β2 abnPROD + β3 abnDISEXP + B4 BSIZE + β5 BIND + β6 BDUAL  + β7 BWOMAN + β8 BFOREIGN   + β9 BEXPERT + β10 ACOM   + β11 ABIG4 + β12  ATENURE   + β13 OC + β14 OI   + β15 OS + β16 OF   + β17 OM + β18 OB  + β19 SIZE + β20 LEV + β21 ROA + β22 GREV + β23 AGE + β24 COVID + INDUSTRY   + εit
3.6.2. Test 2: examining the nonlinear relationship between board independence and AEM in non-financial companies listed on the Vietnam stock exchange
Hypothesis H17: There is a nonlinear relationship between board independence and AEM.
Model 4 is as follows:
AEMit = α0  +  β1BIND +  β2 BIND2 + β3 BSIZE + β4 BWOMAN + β5 BDUAL   + β 6 BFOREIGN   + β7 BEXPERT + β8 ACOM   + β9 ABIG4 + β10 ATENURE   + β11 OC + β12 OI  + β13 OS + β14 OF   + β15 OM+ β16 OB  + β17 SIZE + β18 LEV   + β19 ROA +  β20 GREV +  β 21 CFOA + β 22 AGE + β 23 COVID + INDUSTRY   +  εit
Chapter 3 Summary

CHAPTER 4. RESEARCH RESULTS
[bookmark: _Toc190975097]4.1. Overview of listed companies on the Vietnam stock exchange
4.1.1. Overview of Vietnam stock exchange
4.1.2. Research sample
The research sample is defined as non-financial companies listed on HOSE and HNX from 2012 to 2023. Companies in the financial, banking, insurance, and securities sectors are excluded from the research sample due to the nature of their operations leading to differences in accounting reports. Enterprises listed after 2012, delisted from 2023 onwards, and enterprises that do not disclose enough data for 12 years for the variables in the research model are all removed from the research data set. After screening the data, the final research sample has 409 listed enterprises (accounting for 58.09% of the total number of listed enterprises on HOSE and HNX).
4.1.3. Descriptive statistics 
4.1.4. Correlation analysis 
4.2. Research results on identifying earnings management on financial statements at non-financial companies listed on the Vietnam stock exchange
4.2.1. Research results on AEM measurement
The fiscal years in which non-financial companies listed on the Vietnam stock exchange implemented AEM the most (in terms of the absolute value of absDA) were 2021 and 2022, with the average absolute value of absDA being 0.1121865 and 0.1052522, respectively. These were two years in which the economy was deeply affected by the Covid-19 pandemic, so companies tended to report higher EM on their financial statements. For the remaining years, the average absolute value of absDA fluctuated between 0.08 and 0.10, without too much fluctuation, showing that listed companies on the Vietnam stock exchange maintained a relatively regular implementation of AEM.
4.2.2. Research results on REM measurement
The mean of abnCFO is highest in 2017 and lowest in 2021. For abnPROD, the highest mean was in 2018 and the lowest was in 2017. For abnDISEXP, the highest mean was in 2013 and the lowest was in 2017. For COM_REM, the highest mean was in 2021 and the lowest was in 2020.
4.3. Research results on factors affecting earnings management on financial statements at non-financial companies listed on the Vietnam stock exchange
4.3.1. Research results on factors affecting AEM in non-financial companies listed on the Vietnam stock exchange
The GMM regression results show that the variables that have a positive impact on the dependent variable absDA at the 1% significance level are the absolute value of DA of the previous year (absDA.L1), the ratio of non-executive members in the board (BIND), company size (SIZE), revenue growth (GREV), and return on assets (ROA). Factor which a positive impact at the 10% significance level is the ownership ratio of board members (OB). Variables that have a negative impact on absDA with statistical significance at 1% significant level are board size (BSIZE), female members in the board (BWOMAN), independent auditors are Big 4 (ABIG4), cash flow from operating activities (CFOA), and age of listing (AGE) and with statistical significance at 10% significant level, is foreign ownership ratio (OF).
4.3.2. Research results on factors affecting REM in non-financial companies listed on the Vietnam stock exchange
The GMM regression results show that the variables that have a positive impact on the dependent variable abnCFO (meaning they limit REM) at the 1% significant level are board size (BSIZE), state ownership ratio (OS), and revenue growth (GREV). The variables that have a negative impact on the dependent variable abnCFO (meaning they promote an increase in REM) at the 1% significant level is financial leverage (LEV); at the 5% significant level is foreign ownership ratio (OF); and at the 10% significant level is the duality of board chairman and CEO (BDUAL).
The GMM regression results show that the variables that have a positive impact on the dependent variable abnPROD (meaning promoting REM) are previous year's abnormal production costs (abnPROD.L1) and financial leverage (LEV) with statistically significant at 1%. The variables that have a negative impact on abnPROD (meaning limiting REM) at 1% significant level are Big4 independent auditors (ABIG4) and revenue growth (GREV); at 5% significant level are the ratio of non-executive members in the board (BIND), state ownership ratio (OS), and the Covid-19 pandemic (COVID).
The GMM regression results show that the variables that have a positive impact on the dependent variable abnDISEXP (meaning limiting REM) are previous year's abnormal discretionary expenses (abnDISEXP.L1), board size (BSIZE), state ownership ratio (OS), managerial ownership ratio (OM), and revenue growth (GREV) with statistical significance at 1% significant level; independent auditor (ABIG4) and age of listing (AGE) at 5% significant level. The variables that have a negative impact on abnDISEXP (meaning promoting REM) are financial leverage (LEV) and return on assets (ROA) at 1% significant level; independent auditor tenure (ATENURE) at 5% significant level.
[bookmark: _Toc213628781][bookmark: _Toc213883744]The GMM regression results show that the variables that have a positive impact on COM_REM at the 1% significant level are the REM of the previous year (COM_REM.L1) and financial leverage (LEV); at the 5% significant level is the duality of board chairman and CEO (BDUAL); at the 10% significance level is the board members ownership (OB). The variables that have a negative impact on the dependent variable COM_REM at the 1% significance level are the state ownership ratio (OS) and revenue growth (GREV); at the 5% significant level is the board size (BSIZE) and COVID-19; at the 10% significant level is the managerial ownership ratio (OM).
4.4. Research results of enhanced testing
4.4.1. Test 1: examining the substitution/complementarity of REM for AEM in non-financial companies listed on the Vietnam stock exchange
The regression results show that among the three representatives of REM, only abnCFO has an impact on AEM at the 1% significant level. The negative regression coefficient indicates that AEM is higher when abnCFO is lower which means higher level of REM. The remaining two representatives of REM, abnPROD and abnDISEXP, do not have statistically significant p-values.
4.4.2. Test 2: Testing the nonlinear relationship between board independence and AEM in non-financial companies listed on the Vietnam stock exchange
The GMM regression results show that the variables IND and IND2 both have an impact on AEM with significance at the 5% level, and the regression coefficients of these two variables have opposite signs.
Chapter 4 Summary

CHAPTER 5. CONCLUSION, DISCUSSION OF RESEARCH RESULTS AND RECOMMENDATIONS 
5.1. Conclusion on research results
5.1.1. Conclusion on the current status of earnings management on financial statements in Vietnam
Descriptive statistics show that non-financial companies listed on the Vietnam stock exchange have implemented both AEM and REM on their financial statements during the period 2012 - 2023. When analyzing AEM and REM by year, the research results are consistent in concluding that during the Covid-19 pandemic, both AEM and REM (represented by the total earnings management amounts according to real transactions COM_REM) have higher values ​​than the average value of the entire research period from 2012 to 2023. When analyzing by industry, the levels of AEM and REM have clear differentiation between different industry groups.
5.1.2.  Conclusion on factors affecting AEM
According to the regression results, the factors that have a positive impact on AEM are the independence of the board and ownership of board members. The factors that have a negative impact on AEM are the board size, gender diversity of board members, independent audit quality, and foreign ownership. The remaining factors that are not statistically significant are the duality of board chairman and CEO, nationality diversity of board members, financial and accounting expertise of board members, existence of the audit committee, independent auditor tenure, ownership concentration, institutional ownership, state ownership, and managerial ownership.
[bookmark: _Toc213883752]The control variables that have a positive impact on AEM are company size, ROA, and revenue growth. The control variables that have a negative impact on AEM are age of listing and operating cash flow. Financial leverage and Covid-19 have no impact on AEM.
5.1.3. Conclusions on factors affecting REM
According to the regression results, the factors that have a positive impact on REM are the duality of board chairman and CEO, independent auditor tenure, foreign ownership, and board member ownership. The factors that have a negative impact on REM are board size, board independence, independent audit quality, state ownership, and management ownership. The remaining factors that are not statistically significant are gender diversity of board members, nationality diversity of board members, financial and accounting expertise of board members, the existence of audit committee, ownership concentration, and institutional ownership.
[bookmark: _Toc195225109][bookmark: _Toc195225200][bookmark: _Toc213359693][bookmark: _Toc213628792][bookmark: _Toc213883761][bookmark: _Toc202716222][bookmark: _Toc202716773][bookmark: _Toc203509931][bookmark: _Toc204033191][bookmark: _Toc204033266]The control variables that have a positive impact on REM are financial leverage and ROA. The control variables that have a negative impact on REM are revenue growth, listing age, and Covid-19. The company size variable has no impact on REM.
5.1.4. Conclusion on the results of the enhanced tests
Test 1: Non-financial companies listed on the Vietnam stock exchange use REM and AEM complementary to each other through manipulation of sales and operating cash flow.
Test 2: The proportion of non-executive members in the BOD has a positive impact on AEM but this impact reverses when the proportion of non-executive members reaches 62.9%.
5.2.    Discussion on the research results
5.2.1. Discussion on the current status of earnings management on financial statements in Vietnam
5.2.2. Discussion on the factors affecting earnings management on financial statements (AEM and REM) at non-financial companies listed on the Vietnam stock exchange
5.2.2.1. Discussion on the impact of board character factors on AEM and REM
5.2.2.2. Discussion on the impact of audit quality factors on AEM and REM
5.2.2.3. Discussion on the impact of ownership structure factors on AEM and REM
5.3.   Some recommendations from research results
5.3.1. Recommendations for listed companies
+ Increase the number of members of the BOD;
+ Enhance the independence of the BOD;
+ Meet the requirement of separating the positions of Chairman of the board and CEO;
+ Increase the proportion of female members in the BOD;
+ Select reputable auditing companies;
+ Rotate independent auditing companies;
+ Find a reasonable balance in controlling foreign ownership ratio;
+ Bond the interests of managers with shareholders;
+ Limit the ownership ratio of members of the BOD.
5.3.2. Recommendations for state regulators
+ Improve regulations on information disclosure in annual reports;
+ Speed ​​up the process of completing regulations on accounting and auditing;
+ Improve regulations on corporate governance.
5.3.3. Recommendations for users of financial statements
+ Improve the ability to identify earnings management on financial statements;
+ Clearly perceive the current and future impact of earnings management to serve long-term investment goals;
+ Recognize earnings management signals on financial statements;
+ Use independent analysis reports.
5.3.4. Recommendations for independent auditors and audit firms
+ Focus on finding signs of earnings management on financial statements;
+ The research results of the thesis can be used to evaluate the quality of earnings on financial statements of listed enterprises;
+ Comply with professional ethics standards;
+ Increase the use of technology tools and auditing software to automate the auditing process and detect irregularities on financial statements;
+ Training and developing human resources, encourage employees to have international certificates such as CPA, ACCA or other professional certificates to enhance reputation, competitiveness, and the ability to detect earnings management.
5.3.5. Recommendations for professional associations
+ Organize specialized training courses on earnings management specifically for accountants and auditors. Training courses should emphasize professional ethics and responsibilities of accountants and auditors in detecting earnings management;
+ Develop and update specialized professional guidelines and standards related to earnings management risks, helping auditors have a reference basis when evaluating financial statements;
+ Promote professional ethics in the accounting and auditing community, especially in the implementation of honest and reasonable financial statements;
+ Promote a mechanism for sharing information and experience among association members, thereby raising common awareness of potential risks and improving audit quality across the market.
5.3.6. Recommendations for accounting – auditing training institutions
+ Integrate topics on earnings management into the curriculum;
+ Educate on professional ethics in accounting;
+ Improve skills in analyzing financial statements;
+ Encourage learners to participate in scientific research on topics surrounding financial statements and earnings management behavior.
5.4.   Some limitations and future research directions
First, this study used the most popular model, the Dechow et al. (1995) model, to estimate AEM and the Roychowdhury (2006) model to estimate REM on the financial statements of non-financial companies listed on the Vietname stock exchange in the period 2012 - 2023. Using other models to estimate AEM and REM is advisable to compare and re-verify research results on factors affecting AEM and REM.
Second, this study has shown the current status of AEM and REM by industry in Vietnam according to the NAICS industry classification standards. However, the factors affecting earnings management have not been determined for each industry. Each industry has different characteristics, leading to different accounting techniques for earnings management, and the factors affecting earnings management on the financial statements of each industry may also be different, so it is necessary to include them in specific research for each industry.
Third, in addition to the factors included in the model, some other factors may have an impact on earnings management such as family ownership ratio, age of board members, term of office of general director, listing conditions in the stock exchange, number of meetings of the BOD, number of meetings of the audit committee... Future studies should examine additional factors that may affect earnings management on financial statements at listed enterprises. 
Finally, this study only focuses on the group of listed enterprises that are non-financial enterprises, ignoring financial companies, securities, banks, insurance companies... These are financial intermediaries that play an important and key role in operating the economy, so they also need to be studied.

CONCLUSION
Financial statements are products of accounting that provide important information to help users make economic decisions. However, managers can interfere with earnings indicators through the selection of accounting policies or decisions to intervene in real transactions. This reduces the objectivity of earnings indicators on financial statements, causing misunderstandings and negatively affecting users' decisions. Earnings management on financial statements is a favorite research topic of global accounting researchers. However, most studies focus on AEM and ignore REM because REM operations are more difficult to detect. To narrow the research gaps, the thesis has systematized and contributed to clarifying the concepts, motives, methods of implementing profit management, and the fundamental theories explaining the profit management behavior of managers; systematized AEM and REM estimation models, compared the advantages and limitations of each model to choose the model suitable for the research context in Vietnam; systematize the theoretical framework and establish a research model along with 15 research hypotheses on factors affecting AEM and REM.
With data collected from 409 listed companies on the Vietnam stock exchange in the period 2012 - 2023, the thesis obtained the following important empirical results: (1) identifying and estimating the levels of AEM and REM, comparing AEM and REM by year, by industry, and with the results of previous studies; (2) identifying and assessing the impact of factors on AEM and REM in the context of Vietnam. The research results are the basis for proposing recommendations to stakeholders to help them identify, assess the level of earnings management, develop policies, and have appropriate practical behaviors when making economic decisions.
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