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e purpose of this study is to investigate whether the application of International Financial
Reporting Standard (IFRS) increases the transparency of information in the financial state-
ments sted companies in Vietnam. The study also seeks to identify firms' motivations for voluntarily
adopting IFRS in the pre-adoption period and provides recommendations and solutions on the roadmap for
1FRS application in Vietnam.

The study utilises logistic and linear regressions to test the hypothetical relations set up in the study. The
study was conducted as follows: (1) First, we researched 322 listed companies to grasp the application of
IFRS; assessing enterprises motivation and readiness to apply IFRS in the pre-adoption period. (2) We con-
tinued to investigate 195/322 enterprises surveyed above, divided into 2 groups: already applied IFRS and
not yet applied IFRS, using the structural equation modeling (SEM) method with AMOS - SPSS to check
whether the application of IFRS increases the level of transparency of information in financial statements,
and identify and measure the factors affecting the application of IFRS in Vietnam.

Keywords: International Financial Reporting Standard (IFRS), Vietnamese Accounting Standards
(VAS), Conceptual Framework, Financial Statements.

JEL Classifications: H§3

1. Introduction businesses. Therefore, the application of

In Vietnam, besides accounting standards,
accounting activities are also subject to financial
mechanisms and tax policies. The absence of a
clearly defined scope of application for each group
of policies leads to challenges and difficulties for

International Financial Reporting Standards (IFRS)
in Vietnam requires analyzing the fundamental dif-
ferences between IFRS and Vietnamese Accounting
Standards (VAS), thereby proposing solutions to
these challenges and differences. We have conduct-
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ed IFRS research, collected current legal documents
related to accounting in Vietnamese enterprises,
especially financial mechanism, tax policy, analyzed
and evaluated the differences in policy before offer-
ing solutions.

Statistics from the International Accounting
Standards Board (IASB) shows that 131 out of 143
countries and territories worldwide have officially
announced the application of IFRS in various forms.
Vietnam's participation in regional and international
trade agreements such as the ASEAN Economic
Community and the EU-Vietnam Free Trade
Agreements increases the need for high-quality
financial statements, requiring Vietnam to harmo-
nize regulations to apply best practices in account-
ing. In addition, improved corporate accountability
and financial reporting quality will contribute to
boosting and raising the rating of Vietnam's stock
market. It is therefore essential that the Government
of Vietnam make a decision on accounting reform in
Vietnam in the coming period.

By collecting data from the questionnaire, ana-
lyzing data from AMOS software, the article is car-
ried out with the following contents: (1) assessing
the actual situation of applying IFRS in enterprises
in Vietnam, and assessing the difficulties and chal-
lenges when applying IFRS, (2) defining and meas-
uring the factors affecting the application of IFRS in
Vietnam, (3) testing the differences in the level of
information transparency in financial statements
between two groups of enterprises: having applied
IFRS and not yet applying IFRS

2. Literature review

The development and implementation of global
accounting standards initiated by the IASB have
gained widespread support from numerous national
accounting bodies and international organisations.

© TMU’s JTS

The literature on global implementation of IFRS
highlighted the reasons for IFRS adoption, experi-
ence effects, diversity in practice and implementa-
tion challenges (Barth et al.,2012; Samuel Mongrut,
Diego Winkelried, 2019). Ghio & Verona. (2014)
argued that although a range of dimensions on the
subject of global accounting harmonisation is cov-
ered in the existing literature, implementation chal-
lenges such as the cost of implementation, aware-
ness, training and IT also need attention. Hakim,
Ben Othman & Anas, Kossentini (2015) observed
that stakeholders, including preparers, users and
others, are faced with challenges during implemen-
tation such as training of employees, realignment of
processes as well for future in regard to various
changes in curriculum to align the graduates’ capa-
bilities with changes in accounting practices. El-
Gazzar, S.M., (2017) observed challenges on the
lack of guidance during the implementation of IFRS
for Belgian publicly traded companies exposing the
risk of multiples interpretations during the initial
IFRS reporting. Al-Basteki H, (2005) identified
practical implementation challenges experienced by
regulators, preparers and report users in regard to
training and other technicalities. He documented
challenges experienced during IFRS implementa-
tion with respect to costs of training and information
system alteration. Vera Palea, 2018 conducted a sur-
vey-based study in 2017 aimed at understanding the
preparatory efforts by companies trading in the EU
towards the adoption of IFRS. This was the first
group of countries to adopt IFRS; thus, they had no
past experience of implementation on which they
could draw. Jurisdictions that opted for single-step
IFRS adoption reported the IFRS implementation
process as costly, complex and burdensome for EU-
listed companies. In their questionnaire, finance
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directors of listed Romanian companies showed
their interests in some matters such as training, alter-
ations to information systems and implementation
consultancy-related costs. Samuel Mongrut, Diego
Winkelried, 2019 documented perceptions of pro-
fessionals with IFRS implementation experience,
identifying challenges such as training and the cap-
turing of data which took precedence over specific
IFRS implications. Training future accountants has
been considered as a major challenge during and
after implementation of IFRS.

During the 2001 - 2005 period, Vietnam
researched, developed and issued 26 accounting
standards on the basis of international accounting
standards at that time. In fact, it is undeniable that
VAS has made a great contribution to improving the
transparency and honesty of financial statements in
order to provide high quality information to report
users. However, after 20 years of the publication
without any amendments and supplements, VAS has
revealed some limitations with some contents not
suitable for transactions in the market economy in
the current period, especially in a dynamically
developing capital market with the emergence of
complex financial instruments. Therefore, although
the Government has made efforts to enhance the
transparency of financial information, the quality of
financial reporting of enterprises in general and pub-
lic utilities in Vietnam has not yet met the require-
ments of the market. Due to the low awareness of
legal compliance among corporate directors, some
financial statements are prepared with a specific
motive for a particular purpose. Besides, in addition
to accounting standards and tax policy, Vietnam also
applies financial mechanisms issued by regulatory
agencies in each of the fields such as securities,
banking and insurance. The main objective of this

¢ TMU’'s JTS

mechanism is to serve the management and supervi-
sion of state agencies in each field or to serve the
management and supervision of the owners of
SOEs. In fact, the scope of application of the finan-
cial mechanism in some cases is unclear or inconsis-
tent with accounting regulations even though it has
been specified in accounting standards. In other
cases, some SOEs have been approved by their
owners to apply their own financial mechanism, but
the regulations are inconsistent or even conflicting
with accounting standards, but these regulations are
applied to prepare and present financial statements,
causing difficulties for accounting activities at
enterprises.

3. Overview of the pre-adoption period of
IFRS in Vietnam

3.1. Context of IFRS application in Vietnam

On March 16, 2020, Ministry of Finance of
Vietnam issued Decision No 345/QD-BTC on
Project of application of International financial
reporting standards (IFRS) in Vietnam. Under
Decision No. 345/QD-BTC, the application of IFRS
is optional for businesses for the period from 2022
to 2025 but it will be mandatory from late 2025. In
that context, it is assumed that the businesses will
more or less care about this decision whether they
are subject to mandatory adjustment application of
the IFRS of the decision. Grasping that need, we
conducted a survey to assess the readiness for adop-
tion IFRS of enterprises in Vietnam. The survey
began with a period for planning and design from
April 2020 to July 2020. Then, from August 2020 to
October 2020, it was the period of doing surveys,
collecting results, filtering data, analyzing and eval-
uating the results. The questionnaire was designed
to facilitate the participation of businesses in the
survey. Through the survey results, we saw that
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businesses have had judgments and practical actions
to ensure compliance as required by regulations.
Besides assessment of the readiness to apply IFRS
of businesses in Vietnam, we also aimed to find out
challenges that businesses which have applied IFRS
faced when applying, preparing IFRS reports for the
first time, and at the same time, listen to the sharing
about the difficulties of businesses where IFRS has
not been applied. With the results obtained, we can
give valuable information to the regulatory agencies
in issuing regulations, guiding the application of
IFRS, contributing to supporting businesses to make
the transition in the most favorable way. This survey
project was designed with the target audience at the
management level and senior accounting personnel
of businesses in Vietnam.

3.2. Existing difficulties in IFRS adoption in
Vietnam

Regimes and policies related to preparation and
presentation of financial statements

According to the World Bank (2020) and Asian
Development Bank (2021), in most countries world-
wide, there are usually two textual systems:
accounting standards and tax policies. However, in
addition to accounting standards and tax policies,
Vietnam has financial regimes issued by the State
administration agencies in various fields such as
securities, banking, insurance, etc. These regimes
primarily serve the management and supervision of
government agencies in each sector or the adminis-
tration and management of State-owned enterprises
(SOEs). However, as the scope of application is
unclear, financial regimes still sometimes dominate
the accounting at enterprises though the issues have
been guided by accounting standards. This is more
serious for specific financial regime for SOEs since
this particular regime is sometimes inconsistent,

© TMU’s JTS

even in conflict with accounting standards, causing
difficulties for accounting at enterprises.

Currently, the preparation and presentation of
financial statements of credit institutions and for-
eign bank in Vietnam are based on two legal regu-
lations: Vietnamese Accounting Standards (VAS)
and regulations issued by the State Bank of
Vietnam. In addition, the Ministry of Finance in
charge of management and supervision of credit
institutions also issues other legal regulations,
requiring them to apply. In some cases, these regu-
lations affect the preparation and presentation of
the financial statements of credit institutions and
cause difficulties for them.

In Vietnam, state-owned enterprises are consid-
ered to have an important role, so in addition to
complying with the law like other enterprises, state-
owned enterprises also have special financial
regimes. Similar to credit institutions and insurance
companies, because the scope of application of
financial regimes is not clear, some financial
regimes have differences or even conflicts with
accounting standards. .

The capital market and financial market

According to the World Bank (2020), IFRS aims
at presenting items of financial statements at fair
value, in accordance with the market economy at the
time of reporting (Mark To Market). In order to
meet IFRS requirements, there is a need for a func-
tioning market to provide reliable financial figures
when performing certain techniques like determina-
tion of fair value, effective interests, property losses,
etc. In addition, because IFRS aims to reflect trans-
actions of developed economies with a variety of
complex financial instruments (which are not yet
common in Vietnam), IFRS adoption to a transition-
al economy like Vietnam can face some certain
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shortcomings in the short term, especially for the
banks, securities, insurance, etc. because in these
organisations, the group of assets and liabilities,
which should be accounted for at fair value, is of rel-
atively big proportion. The lack of information to
determine the fair value of these assets and liabili-
ties may cause information errors in enterprises’
financial statements or fail to accurately reflect the
actual financial position of the entities.

Human resources

According to Asian Development Bank (2021),
basically, accountants working for Vietnamese
enterprises, especially SOEs, are not well-trained in
IFRS, while IFRS is a "principle-based" system.
The application of fair value, valuation of asset loss-
es, etc. when the operating market does not provide
sufficient and reliable financial parameters requires
the estimates and accounting judgments, especially
some sophisticated financial instruments which are
not yet available in Vietnam. Thus, at the initial
stage of IFRS adoption, enterprises need the support
from assessors, certified practicing accountants and
auditors. However, in Vietnam, nowadays this team
is generally weak and in shortage. In addition, the
code of professional ethics of accounting is some-
times not well adhered to, being one of the major
difficulties for enterprises. Due to the limited active
market, the implementation of pricing models is
necessary. Enterprises can hire experts, although
this may increase the business cost. A team of pro-
fessional experts operating professionally and with
appropriate qualifications is also an obstacle to
accounting and auditing.

Investment cost of information technology sys-
tems

To implement IFRS, it is necessary to invest in
software systems for gathering information required

© TMU’s JTS

by IFRS. These software systems are often of great
value, even up to tens of millions of dollars, espe-
cially those applicable to credit institutions, insur-
ance companies, etc. Thus, in the short term, many
enterprises might have difficulties in investing IT
infrastructure to serve the implementation of IFRS.

Criteria for evaluating the financial position and
performance results of enterprises

According to Deloitte Vietnam (2020), one of
IFRS’s greatest benefits is the enhancement of infor-
mation transparency of financial statements. When
applying IFRS, the financial information of a busi-
ness will be more realistic and cautious but might
not be as positive as it used to be when applying
VAS. If the board of management does not have a
good sense of law and ethics, and is not willing to
publicize the financial position, it will be difficult to
apply IFRS. Some companies, especially listed
companies, are afraid of disclosure of their financial
health with ineffective operation that can affect their
listing position as well as their reputation on the
stock market. Similarly, some SOEs are also reluc-
tant to disclose their financial information transpar-
ently as this might affect their ranking and classifi-
cation.

4. Research methods and results

4.1. Data and methodology

The study was conducted with the following
contents: (1) First, we researched 322 enterprises
via online questionnaires to grasp the situation of
applying IFRS in Vietnam, find out the level of
readiness of enterprises to apply IFRS, identify
challenges and difficulties that businesses face in
applying IFRS and provide appropriate solutions
and orientations for businesses (2) We continued to
investigate 195 out of 322 enterprises in (1) to iden-
tify and measure the factors affecting the application
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IFRS in Vietnam today by using AMOS data analy-
sis software.

(1) The investigation was conducted in the peri-
od from March 20, 2020 to August 15, 2020 through
the websites of the Ministry of Finance, Ho Chi
Minh City Securities Commission, Vietnam
Association of Certified Public Accountants
(VACPA), Association of Chartered Certified
Accountants (ACCA). We screened 322 valid
responses for implementation. Each response was
considered as a representative of a business in
Vietnam. After synthesizing the response results, we
proceeded to use in-depth data analysis tools to
select each information in order to give objective
results and the most accurate reflection of the opin-
ions businesses. This information is presented in
Section 4.2.

(2) We continued to select samples by non-prob-
ability sampling method, to collect data from 195
enterprises out of 322 enterprises who completed
the online questionnaires in part (1). The survey
subjects are representatives of the board of directors
in charge of finance and accounting of the entities.
The period of survey and data collection was from
September 2020 to April 2021. The main data analy-
sis method used for this study was the structural
equation modeling (SEM) method with AMOS -
SPSS. To obtain a reliable estimate for this method,
according to Tauchen (1986), the sample should
usually be larger than 200 (n > 200). Based on the
empirical rule of Hair et al. (2010), for one estimate
variable, the minimum sample size needed for this
study was n > 8 x number of variables = 8§ x 24 =
192. Combining from the above principles, the sam-
ple size, we chose n = 195. This information is pre-
sented in Section 4.3.

© TMU’s JTS

4.2. The situation and orientation of applying
IFRS in Vietnam

To assess the current situation and application of
IFRS in Vietnam, with the help of Deloitte Vietnam,
Vietnam's Ministry of Finance, we conducted a sur-
vey of 322 enterprises of the following types: for-
eign-invested enterprises, enterprises listed on the
stock market, unlisted enterprises. These businesses
are in the fields of household goods, petroleum and
mining, transportation - hotel - tourism, construc-
tion, automobile, information technology, etc.

Level of IFRS application of enterprises in
Vietnam

The survey results show a positive signal that
after nearly 6 months of issuing Decision No.
345/QD-BTC of Vietnam on the roadmap to apply
IFRS, more than 50% of surveyed enterprises said
they have applied or are preparing to convert under
IFRS. This shows the consensus on the importance
of applying IFRS in Vietnamese business today.
According to experts, the rate of voluntary adoption
of IFRS will continue to increase in the following
years.

Motivation to IFRS application

According to a survey on the motivation to
apply IFRS of enterprises: 76% want to attract for-
eign direct investment capital, 16% want to
increase the transparency of information on finan-
cial statements, 6 % apply due to mandatory regu-
lations of the State, 2% apply due to competitive
pressure.

Form of IFRS application

Among the businesses currently applying IFRS,
30% of businesses have fully applied IFRS (all
accounting transactions recognized under IFRS
from the beginning) and the remaining 70% have
just made the conversion when preparing and pre-
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34%
20% 19%
14%
A 6%
Foreign Listed Large Unlisted  Joint stock Others
invested companies  unlisted state companies
companies public companies
companies

Energy, Oil & Gas,
Mining and Chemicals
6%

Transport Services,
Travel - Restaurants -
Hotels

8%

Industrial and
Construction
Products
9%

Industrial Automation
and Information
Technology
18%

Figure 1: Proportion of enterprises participating in the survey

senting financial statements. Most businesses
choose the form of report conversion from VAS to
IFRS by entry adjusted for different reasons such as:

* Companies in Vietnam make IFRS reports
which are mainly sent to the overseas parent compa-
ny or foreign investors;

* Report conversion form from VAS to IFRS
with entries final conversion will help save money
and time than fully applying IFRS;

* The accounting team is not qualified, enterprises
must use accounting consulting services to support
the conversion and release of reports under IFRS
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Businesses are required to apply IFRS

B Businesses are not required to apply IFRS
49%

when preparing reports

(**)

26%
on -
7% f £ Apits o
75 8% 10%
Full application of IFRS (¥*)  Apply conversion entry Currently in the Unplanned

preparation phase

Figure 2: Status of IFRS application of enterprises in Vietnam

Quality of IFRS reporting

In the business group already applying IFRS, 30%
answered that their IFRS reports are audited by an
independent auditing organization. This shows that
businesses preparing financial statements according
to IFRS not only follow Decision No. 345/QD-BTC
but also want to do it right and methodically from the
beginning with the support of audit services.
Although this rate is relatively low, we think it will
continue to increase in the future and become the
trend of integration and internationalization of
Vietnamese enterprises. In the future, the number of
financial statements according to IFRS that need to
be audited is increasing. In addition, 25% of business-
es said they must provide the IFRS report for third
parties, thereby speaking up the importance of finan-
cial statements according to IFRS. To continue to
grow and expand to the world market, medium enter-
prises needs to be met the request from outside time-
ly, transparently and at the same time, to perfect the

presentation of financial statements to manage the
risks and business activities.

4.3. Identifying and measuring factors affect-
ing the application of IFRS in enterprises

4.3.1. Theoretical framework

The objective of financial statements is to “pro-
vide information about the financial position, per-
formance and changes in the financial position of an
entity that is useful to a wide range of users in mak-
ing economic decisions” (IASC, 1989). These state-
ments are an important medium of information for
internal and external users. However, the quality of
information disclosed in these statements is their
major concern. Managers, who are typically the
agents of the firm have more private information
than shareholders and are expected to use this infor-
mation for their self-interest. Although, there is no
single theory that explains the rationale behind man-
agers’ such behavior, however, agency theory, infor-
mation asymmetry and positive accounting theory

=
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(PAT) are considered to be likely explanations.
According to Jensen and Meckling (1976), a con-
flict of interest between managers and shareholders
exists when managers seek to maximize their utility
in a way that is not in the best interest of sharehold-
ers. Managers, being the insiders and closer monitor
of the firm’s activities have more information than
shareholders. This information asymmetry creates
opportunities for managers to manip-
ulate accounting numbers for their

© TMU's JTS

research variables in the later part of the article.
4.3.2. Research sample and variables
In this section, we evaluate and measure the fac-
tors affecting the application of IFRS in Vietnam.
We surveyed 195 businesses via questionnaires,
using AMOS software to evaluate and measure.
Statistics of the surveyed firms by industry sec-
tors is as follows:

Table 1: Structure of enterprises in the sample

self-interest. Besides opportunities, No. Scope of activity Number of firms Proportion
managers have sufficient incentives 1 Rubber processing 21 10.8%
to manipulate earnings. These incen- 2 Mineral 42 21.5%
tives can be explained through PAT 3 Plastic packaging 32 16.4%
that focuses on firms’ internal con- 4 Fertilizer 19 9.7%
tractual mcer?tlves Wh.lle using differ- 5 Steel manufacturing 2% 13.3%
ent accounting choices. PAT was ]
developed by Watts and Zimmerman 6 Food processing 55 28.3%
Total 195 100%

(1978). There are three hypotheses

under PAT, namely, the bonus plan
hypothesis, debt hypothesis and political cost
hypothesis that explains the incentive behind earn-
ings management. Healy and Wahlen (1999) defined
earnings management as a practice under which
managers manipulate accounting numbers either to
mislead some stakeholders or to fulfill their contrac-
tual obligations that depend upon reported earnings.
According to the bonus plan hypothesis, managers
are incentivized to report inflated earnings to
increase their compensation. The debt hypothesis
predicts that firms with higher debt are more likely
to engage in earnings management to avoid viola-
tion of debt covenants. The political costs hypothe-
sis assumes managers are likely to report lower
income to avoid the political cost and political risk.
From the systematization and inheritance of the
above studies, we have come up with a model of

Globalization has increased the need for harmo-
nized accounting standards around the world.
International regulators promote the adoption of
IFRS to increase harmonization. Eierle and Haller,
2009; Otchere and Agbeibor, 2012; Ali et al., 2016;
Yigit, 2014 argued that the characteristics of enter-
prises have a strong influence on the application of
IFRS. Ali et al., (2016) asserted that the application
of IFRS in countries is complicated due to differ-
ences with national accounting standards. Even pro-
fessional accountants find it difficult to apply IFRS.
Therefore, training by a professional or government
agency should be organized to introduce and ensure
that IFRS is properly understood and applied
(Catalin et al., 2011). Many studies have shown that
accountants' low qualifications, knowledge and
awareness, complexity and requirements of IFRS

=
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are barriers to IFRS adoption (Alp and Ustundag,
2009; Albu, 2012; Ghio and Verona, 2014;
Saudagaran and Diga (2003). Lee and Fargher
(2010) said that the factors of foreign investment
and pressure from the parent company, the tendency
to apply IFRS of countries in the region also signif-
icantly affect the application of IFRS of a country.
In addition, the application of IFRS also contributes
to providing more transparent information to users.

Based on the research variables in the model, we
conduct a trial study to create more accurate vari-
ables for the official investigation. Our survey uses
a 5-point Likert scale, in order from 1-5 including:

Regulatory
environment

H6
Requirements of

IFRS

H7

Qualifications of

© TMU’s JTS

Strongly disagree, Disagree, Neutral, Agree,
Strongly agree The hypotheses of the model:

HI1: The regulatory environment affects the
adoption of IFRS

H2: The requirements of IFRS affect the adop-
tion of IFRS

H3: The qualifications of human resources affect
the adoption of IFRS

H4: The pressure to use IFRS affects the adop-
tion of IFRS

H5: The characteristics of enterprises affect the
adoption of IFRS

APPLYING

human resources

Pressures to use [FRS

IFRS

TRANSPARENCY

.. OF
Character1§tlcs of INFORMATION
enterprises ON FINANCIAL
Figure 3: Model of research variables
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Regulatory environment (EN)
1 Culture of the country (EN1)
2 Economic growth (EN2)
3 Capital markets (EN3)
Requirements of IFRS (RE)
4 Complexity of IFRS (RE1)
5 Information requirements for the market (RE2)
6 Requirements for quality of information provided (RE3)
7 Requirements for absolute compliance with IFRS (RE4)
Qualifications of human resources (QU)
8 Qualifications of accountants (QU1)
9 Qualifications of other personnel in the enterprise (QU2)
10 | Qualifications of experts in IFRS (QU3)
11 Qualifications of lecturers in universities (QU4)
Pressure to use IFRS (PR)
12 | Pressure to provide information from partners, parent companies, branches (PR1)
13 | Trend of IFRS application of countries in the region (PR2)
14 | Pressure to compliance with standards of Ministry of Finance (PR3)
15 | Obligatory regulations of government (PR4)
Characteristics of the enterprises (CHA)
16 | Information technology level (CHA11)
17 | Financial ability (CHA2)
18 | Foreign factors (having a branch in a foreign country, having a parent company in a foreign
country...) (CHA3)
Applying IFRS in business (IFRS)
19 | Transactions recording on the basis of market (IFRS1)
20 | Consistent with principles at the international level (IFRS2)
21 | Transactions recording on the basis of dynamic accounting (IFRS3)
The transparency of information on financial statements (TR)
22 | Indicators on FS are more reliable and accurate (TR1)
23 | Indicators on FS are close to market prices TR2)
24 | Indicators on FS are more complete (TR3)
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H6: The regulatory environment affects KMO and Bartlett's Test
the transparency of information on financial ... s eyer-Olkin Measure of Sampling 875
statements Adequacy.
H7: The requirements of IFRS affect the Df 276
transparency of information on financial :
Sig. .000
statements
H8: The qualifications of Table 3. Pattern Matrixa
human resources affect the trans- B
actor
parency of information on finan- 4 5 6 -
ial stat t
cial statements N 505
H9: The pressure to use IFRS
, EN2 844
affects the transparency of infor-
. . EN3 704
mation on financial statements
H10: The application of IFRS Qul 792
affects the transparency of infor- oL 854
mation on financial statements QU3 632
4.3.3. Factors affecting the QU4 558
application of IFRS and trans- REIl .828
parency of information on finan- RE2 .861
cial statements RE3 778
After running the rotation gy 803
matrix, the coefficient KMO = PRI 756
> ig = <
0.875 0.5,. sig ' 0.000 <0.05, so G 13
the model is satisfactory, there are
PR3 795
7 groups of factors that converge
. . PR4 924
and have cumulative loadings at
66.54%>50%, which shows that %! 935
the independent variables explain G 617
66.54% of the dependent variable. ~ CHA3 716
Extraction Method: Principal IFRSI 796
Axis Factoring. IFRS2 .850
Pattern Matrix rotation matrix  IFRS3 851
is used for an analysis of factor TRj 714
confirmatory in AMOS software, 1gr» 852
to see whether the factors are ps 312
convergent and discriminant.
Rotation Method: Promax with Kaiser Normalization.
a. Rotation converged in 7 iterations.
=
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Table 4: Regression Weights
Estimate S.E. C.R. P Label

IFRS <--- RE 477 126 3.773 ok
IFRS <--- CHA 541 15 2.390 .017
IFRS <--- EN 274 114 4.048 oAk
IFRS <--- QU -.145 165 -.878 .380
IFRS <--- PR -.036 123 -.292 770
TR <ee- IFRS 278 .069 4.017 otk
TR <--- RE 245 105 2.330 .020
TR <--- QU 273 127 -2.157 .031
TR <--- CHA -.016 .092 -.170 .865
TR <--- PR 365 .097 3.762 ook
REI1 <--- RE 1.000

RE2 <--- RE 1.110 077 14.476 oAk
RE3 L RE 1.088 077 14.093 otk
RE4 <--- RE 1.078 .081 13.300 Ak
PR1 <--- PR 1.000

PR2 <--- PR 987 076 13.034 ok
PR3 <--- PR .895 .076 11.838 oAk
PR4 <--- PR 1.065 077 13.768 ok
QU1 <--- QU 1.000

QU2 <Lemm QU 1.080 101 10.696 otk
QU3 <--- QU .900 .096 9.407 oAk
QU4 <o QU .889 .096 9.306 otk
IFRS1 <--- IFRS 1.000

IFRS2 <--- IFRS 817 .057 14.426 koA
IFRS3 <--- IFRS 776 .057 13.557 oAk
ENI1 <--- EN 1.000

EN2 <--- EN .852 .074 11.556 otk
EN3 <--- EN 906 .080 11.271 oAk
TR1 <--- TR 1.000

TR2 <--- TR 983 .088 11.126 oAk
TR3 <--- TR 1.080 .097 11.135 otk
CHA1 <--- CHA 1.000

CHA2 <--- CHA 783 .085 9.234 oAk
CHA3 <--- CHA .809 077 10.453 oAk

JOURNAL OF =

85



Journal of Trade Science

ISSN 1859-3666

Regression Weights results (Table 4) show that:
independent variables RE, CHA, EN have an impact
on IFRS (sig < 0.05). Hypotheses H1, H2, H5 are
accepted. The independent variables QU, PR have no
effect on IFRS (sig > 0.05). Hypotheses H3, H4 are
rejected. Similarly, variables RE, QU, PR, IFRS have
an impact on the dependent variable TR (sig < 0.05).
Hypotheses H7, H8, H9, H11 are accepted. The inde-
pendent variable CHA has no effect on TR (sig >
0.05). Hypothesis H10 is rejected.

© TMU’s JTS

Standardized Regression Weights results (Table
5) show that:

Impact on IFRS: The independent variable CHA
has the strongest impact with 0.54, followed by RE
(0.338), EN (0.23); QU and PR have no impact.

Impact on TR: The intermediate variable RE has
the strongest effect with 0.39, followed by IFRS
(0.37), QU (0.233), PR (0.232); CHA has no impact.

4.3.4. Differences in transparency of information

when applying IFRS

Table 5: Standardized Regression Weights

Estimate Estimate
IFRS <--- RE 338 PR4 <--- PR .854
IFRS <--- CHA 541 QU1 <-- QU 176
IFRS <-- EN 231 QU2 <--- QU 7194
IFRS <--- QU -.092 QU3 <-- QU .697
IFRS <--- PR -.027 QU4 <-- QU .690
TR  <-- IFRS .370 IFRS1 <--- IFRS .884
TR  <-- RE .386 IFRS2 <--- IFRS .845
TR <-- QU 233 IFRS3 <--- IFRS .807
TR <--- CHA -017 EN1 <--- EN .825
TR <-- PR 232 EN2 <--- EN .805
RE1 <-- RE .831 EN3 <--- EN 783
RE2 <--—- RE .867 TRI1 <--- TR 784
RE3 <--—- RE .850 TR2 <--- TR 816
RE4 <--- RE 817 TR3 <-- TR 816
PRI <--—- PR .829 CHAI1 <--- CHA .865
PR2 <--—- PR .819 CHA2 <--- CHA .669
PR3 <-- PR 763 CHA3 <--- CHA 763
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Table 6 Group Statistics
Application N Mean  Std. Deviation ~ Std. Error Mean
TR 1 58 421 298 .039
0 137 2.637 .665 .0568
Table 7: Independent Samples Test
Levene's Test
for Equality of
Variances t-test for Equality of Means
95% Confidence
Interval of the
Sig. (2-| Mean | Std. Error Difference
F Sig. t df tailed) | Difference | Difference| Lower | Upper
TR |Equal 51.048 .000( 17.240 193 .000 1.57 .0910 1.39 1.749
variances
assumed
Equal 22.747(192.326 .000 1.569 .069| 1.433 1.706
variances
not
assumed
69
@ [ RE1 }y 33 Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .875
@ RE2 ] 3 Bartlett's Test of Sphericity Approx. Chi-Square 2812.096
df 276
@ e Sig.  .000
€
69
S, [ PR1 ] &3
D), . e 65
€ PRg ; 81 €13
@ =
@[}, O
i 78
€10 QU2 s L 67
&) - o 3,
&1 T = 6
68 £
D . &
6D
€13
75
€2 87
€2) [CHA ft——
)

Figure 4: The influences of factors on the application of IFRS and the transparency of information on

financial statements
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Out of 195 enterprises surveyed, 58 have applied
IFRS. Testing the difference in the level of trans-
parency information between the two groups of hav-
ing applied IFRS and having not applied IFRS
through Independent-Samples T-Test, it shows that:

The summary results of the influences of factors
on the application of IFRS and the transparency of
information on financial statements are as follows:

Since sig Levene's Test is less than 0.05, the vari-
ance between the two groups is different, we will
use the sig T-Test value in the Equal variances not
assumed row. The value of sig T-Test < 0.05, we
conclude: There is a statistically significant differ-
ence in the level of transparency information
between the two groups of enterprises that have
applied IFRS and have not applied IFRS.
Specifically, the group which has applied IFRS had
an average level of transparency of information on
financial statements at 4.21, the group that have not
applied IFRS had a lower level of transparency of
information at 2.637.

5. Conclusion

The way to IFRS is indispensable for Vietnam.
Recognizing the difficulties and challenges will help
relevant agencies to find effective solutions to soon
bring IFRS into application in Vietnam. With the
joining of financial institutions, agencies, depart-
ments, such as the Ministry of Finance, professional
accounting and auditing associations, universities,
the Ministry of Finance can basically bring
Vietnamese accounting standards closer and sooner
to international accounting standards. Although
there are still many obstacles and challenges in the
process of progressing to IFRS, given the great ben-
efits that IFRS offers, Vietnam must overcome those
obstacles to make full of these benefits.

© TMU’s JTS

The study was carried out with the following
contents: (1) assessing the actual situation of apply-
ing IFRS in enterprises in Vietnam, assessing the
difficulties and challenges when applying IFRS, (3)
defining and measuring the factors affecting the
application of IFRS in Vietnam.

The results of AMOS software show that: inde-
pendent variables RE (requirements of IFRS), CHA
(characteristics of the enterprises), EN (regulatory
environment) have an impact on IFRS (sig < 0.05).
The independent variables QU (qualifications of
human resources), PR (pressure to use IFRS) have
no effect on IFRS (sig > 0.05). Similarly, variables
RE, QU, PR, IFRS have an impact on the dependent
variable TR (transparency of informations on finan-
cial statements) (sig < 0.05). The independent vari-
able CHA has no effect on TR (sig > 0.05).

Impact on IFRS: The independent variable CHA
has the strongest impact with 0.54, followed by RE
(0.338), EN (0.23); QU and PR have no impact.

Research results shown that: Impact on TR: The
intermediate variable RE has the strongest effect
with 0.39, followed by IFRS (0.37), QU (0.233), PR
(0.232); CHA has no impact.

There is a statistically significant difference in
the level of information transparency on financial
statements between the two groups of enterprises
applying IFRS and not applying IFRS. Specifically,
the group applying IFRS has a higher average level
of information transparency on financial statements
than the group not applying IFRS

The article has proposed solutions to apply IFRS
in Vietnam and a roadmap for applying IFRS for the
voluntary and mandatory phases.

When applying IFRS, businesses need to ensure
some principles as follows: Enterprise must specifi-
cally present and explain in the financial statements
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the difference between accounting profit and taxable
income (if any); declare and pay tax according to the
policy of tax; applying IFRS must simultaneously
apply all valid IFRSs as described by the
International Accounting Standards Committee.
When the International Accounting Standards Board
makes an amendment, supplement or replacement to
the IFRS, it must be applied no later than one year
after the effective date of the amendment, supple-
ment or replacement of the IFRS. The enterprises
apply IFRS voluntarily or compulsorily on a consis-
tent basis throughout the financial year. The
Ministry of Finance publishes the list of enterprises
that voluntarily or compulsorily apply IFRS to pre-
pare consolidated financial statements or separate
financial statements on the website of the Ministry

of Finance.

Reference:

1. Albu, N., C.N. Albu, S. Bunea, D.A. Calu &
M.M. Girbina. (2011), 4 story about IFRS imple-
mentation in Romania, Journal of Accounting in
Emerging Econonies, 76-100.

2. Ali, Khan Shuja & Maliha, Baig. (2016),
Impact of IFRS on Earnings Management:
Comparison of Pre-Post IFRS Era in Pakistan,
Procedia - Social and Behavioral Sciences, 230,
343 - 350.

3. Alp, A. & S. Ustundag. (2009), Financial
Reporting Transformation: The Experience of
Turkey, Critical Perspectives on Accounting, 20(5),
680-699.

4. Catilina, Florentina Pricope. (2016), The Role
of Institutional Pressures in Developing Countries
Implication for IFRS, Theoretical and Applied
Economics, 607(2), 27-40.

© TMU’s JTS

5. Eierle, B. & Haller, A. (2009), Does Size
Influence the Suitability of the IFRS for Small and
Medium-Sized Entities?—Empirical Evidence from
Germany, Accounting in Europe, 6, 195-230.

6. Ghio & Verona. (2014), Accounting
Harmonization in the BRIC countries: A Common
Path? Accounting Forum, 39, 121-139.

7. loannis Tsalavoutas a, *, Paul André b, Lisa
Evans a,1, 2012, The Transition to IFRS and the
Value Relevance of Financial Statements in
Greeceq, The British Accounting Review 44 (2012),
16-19.

8. Lee, G., & Fargher, N. L. (2010), Did the
Adoption of I[FRS Encourage
Investment? 12-14.

9. Otchere, F. & Agbeibor, J. (2012), The
International Financial Reporting Standard for
Small and Medium-sized Entities (IFRS for
SMEs): Suitability for Small Businesses in Ghana,
Journal of Financial Reporting and Accounting, 10
(2), 190 - 214.

10. Samuel Mongrut, Diego Winkelried, 2019,
Unintended effects of IFRS Adoption on Earnings
Management: The case of Latin America, Emerging
Markets Review 38, 2019, 14-16.

11. Saudagaran, M. S. & Diga, G. J. (2003),

Economic

Cross-border

Integration and Accounting
Harmonization Options in Emerging Markets:
Adopting the IASC/IASB Model in ASEAN,
Research in Accounting in Emerging Economies, 5,
239 —266.

12. Stephen A. Zeff, 2017, IFRS in a Global
World, International and Critical Perspectives on
Accounting, Springer, 234-237.

13.Yigit, Bora Senyigit. (2014), Determinants of
Voluntary IFRS Adoption in an Emerging Market:
Evidence from Turkey, Accounting and Management
Information Systems, 13(3), 449-465.

JOURNAL OF =

TRADE SCIENCE 89



Journal of Trade Science

ISSN 1859-3666

14. Vera Palea, 2018, Financial Reporting for
Sustainable Development: Critical Insights into
IFRS Implementation in the European Union,
Accounting Forum , 42, 2018, 14-15.

15. W. Churchill Sq., Prague, 2015, The
Development of Capital Markets of New EU
Countries in the IFRS Era, ScienceDirect, 25, 2015.

Summary

Muc dich ctia nghién ctru nay 1a tim hiéu xem
viéc ap dung Chuén muc B4o cdo Tai chinh Quéc té
(IFRS) c6 lam tang tinh minh bach cia thong tin
trong bao c4o tai chinh ciia cac cong ty niém yét tai
Viét Nam hay khong. Nghién ctru cling nghién ctru
dé xac dinh dong co cua cic doanh nghiép trong
viée ty nguyén ap dung IFRS trong giai doan trude
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khi 4p dung va dua ra cac khuyén nghi va giai phap
vé 10 trinh ap dung IFRS tai Viét Nam.

Nghién ctru st dung hdi quy logistic va tuyén
tinh dé kiém tra cac mdi quan hé gia dinh duoc thiét
1ap trong nghién ctru. Nghién ctu dugc thuc hién
nhu sau: (1) Dau tién, chung toi nghién ciru 322
cong ty niém yét dé nim bét viéc 4p dung IFRS;
danh gia dong luc va sy sian sang ap dung IFRS cua
doanh nghiép trong giai doan trudce khi ap dung; (2)
Chung t6i tiép tuc diéu tra 195/322 doanh nghiép
dugc khao sat ¢ trén, chia thanh 2 nhom: da ap dung
IFRS va chua ap dung IFRS, str dung phuwong phap
mb hinh phuong trinh ciu tric (SEM) véi AMOS -
SPSS dé kiém tra xem viéc ap dung IFRS c¢6 lam
tang muc d§ minh bach cua thong tin trong bao cao
tai chinh, dong thoi xac dinh va do ludng cac yéu tb
anh huong dén viéc ap dung IFRS tai Viét Nam.
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