“Testing the influence of factors on the timeliness of financial reporting —
Empirical evidence of Viethamese listed enterprises”

AUTHORS

ARTICLE INFO

DOI
RELEASED ON

RECEIVED ON
ACCEPTED ON

LICENSE

JOURNAL
ISSN PRINT
ISSN ONLINE
PUBLISHER
FOUNDER

Tran Quoc Thinh
Dang Anh Tuan
Luu Chi Danh

Tran Quoc Thinh, Dang Anh Tuan and Luu Chi Danh (2022). Testing the
influence of factors on the timeliness of financial reporting — Empirical evidence
of Viethamese listed enterprises. Investment Management and Financial
Innovations, 19(4), 285-293. doi:10.21511/imfi.19(4).2022.23

http:/dx.doi.org/10.21511/imfi.19(4).2022.23

Wednesday, 14 December 2022

Monday, 22 August 2022

Monday, 12 December 2022

[@her |
This work is licensed under a Creative Commons Attribution 4.0 International
License

"Investment Management and Financial Innovations"
1810-4967

1812-9358

LLC “Consulting Publishing Company “Business Perspectives”

LLC “Consulting Publishing Company “Business Perspectives”

© The author(s) 2022. This publication is an open access article.

=//~/| BUSINESS
PERSPECTIVES

Nem—

businessperspectives.org



®®

</ -
7l

BUSINESS PERSPECTIVES

LLC “CPC “Business Perspectives”
Hryhorii Skovoroda lane, 10,
Sumy, 40022, Ukraine

www.businessperspectives.org

Received on: 227 of August, 2022
Accepted on: 12t of December, 2022
Published on: 14t of December, 2022

© Tran Quoc Thinh, Dang Anh Tuan,
Luu Chi Danh, 2022.

Tran Quoc Thinh, Associate Professor,
Ph.D., Faculty of Accounting and
Auditing, Industrial University

of Ho Chi Minh City, Vietnam.
(Corresponding author)

Dang Anh Tuan, Ph.D., Faculty of
Accounting and Auditing, Industrial
University of Ho Chi Minh City,
Vietnam.

Luu Chi Danh, Lecturer, M. Fin,
Faculty of Accounting and Auditing,
Van Lang University, Vietnam.

This is an Open Access article,
distributed under the terms of the
Creative Commons Attribution 4.0
International license, which permits
unrestricted re-use, distribution, and
reproduction in any medium, provided
the original work is properly cited.

Contflict of interest statement:
Author(s) reported no conflict of interest

Investment Management and Financial Innovations, Volume 19, Issue 4, 2022

Tran Quoc Thinh (Vietnam), Dang Anh Tuan (Vietnam), Luu Chi Danh (Vietnam)

TESTING THE INFLUENCE

OF FACTORS ON THE TIMELINESS
OF FINANCIAL REPORTING -
EMPIRICAL EVIDENCE OF
VIETNAMESE LISTED ENTERPRISES

Abstract

Financial reporting of enterprises has important implications for information users.
The timely provision of financial reporting by enterprises helps investors to make ap-
propriate business decisions. The purpose of the paper is to test the influence of the
factors on the timeliness of financial reporting of the Vietnamese listed enterprises.
The timeliness of financial statements is determined by the total number of days of
difference between the date of signing the audit report and the end of the financial
year. The sample includes the top 100 best-listed enterprises of the Vietnamese stock
market. The paper uses time series with panel data. The data are collected from annual
and financial reports for the period from 2016 to 2020. The paper performs quantita-
tive research to test the hypotheses. The results verify two factors, such as return on
equity and audit type, have a negative effect on the timeliness of financial reporting.
Audit type has the most influence on timeliness. Research also shows some listed en-
terprises have not yet complied with regulations on timely information disclosure. The
paper proposes some appropriate policies for Vietnamese listed enterprises to ensure
the timeliness of information.

Keywords annual statement, deadline, financial reporting,
information accounting, stakeholder, timeliness

JEL Classification G14, M41, M42

INTRODUCTION

Financial reporting has practical implications for stakeholders. The
timeliness of financial reporting (TID) is even more meaningful
for users in making business decisions (AL-Shwiyat, 2013). TID is
the responsibility of the parties involved. The obligation of enter-
prises needs to be taken seriously to provide timely information, so
enterprises must take the initiative to provide TID (Bhimani, 2014).
TID is also regulated by state agencies and enacted by some laws.
In addition, professional organizations always support enterpris-
es with information about TID (Soltani, 2002; Al-Muzaiger et al.,
2016; Clatworthy & Peel, 2016). This shows the importance of TID
to stakeholders.

Investors get timely information to adjust their portfolios at the right
time. It helps investors about the usefulness of the information in all
business decisions (Adebayo & Adebiyi, 2016). Delays in information
affect business planning and appropriate strategies for stakeholders
(Dyer & McHugh, 1975). TID creates trust between users and enter-
prises, so stakeholders have more confidence in enterprises to ensure
timely information (Hakansson, 1977; El-Bannany, 2008). It is also
the reputation and image of the enterprises that create a good signal
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for users in timely information (Suadiye, 2019). It facilitates attracting investment capital to create the
foundation for the economic development of enterprises (Jaggi & Low, 2000; Al-Muzaiger et al., 2016).

Vietnam is a developing country in Southeast Asia, but this country is always interested in the TID of
enterprises. The timeliness has gradually ensured the requirements, but there is still a time delay in
providing information about enterprises to users (Tran et al., 2021). Disclosure compliance has been
quite good, but there are still some listed enterprises that still violate the regulations (Ha et al., 2018).
Although the Law on Accounting in 2015 and the Law on Enterprise in 2020 are two of the current laws
that specifically regulate the TID of enterprises, some listed enterprises still delay disclosing informa-
tion (Khuong & Vy, 2017). The delay affects the information environment and investors” confidence in

enterprises (Tran et al., 2020).

1. LITERATURE REVIEW

The standard-setter of the international organiza-
tion on accounting has regulations related to TID.
According to the conceptual framework for finan-
cial reporting, TID is information that is available
to users to make informed decisions at the right
time. TID is the foundation to improve informa-
tion quality and transparency of financial report-
ing (IFRS Foundation, 2018). Financial informa-
tion is useful when it is verifiable and timely, and
it ensures the essential for the users (FASB, 2021).
According to some points of view, researchers
consider TID from a number of aspects. Typically,
TID requires that information about businesses
should be made available to users as quickly as
possible (Carslaw & Caplan, 1991). TID is timely
information for investors due to its influence on
decision-makers (Delaney et al., 1997). TID is a
key and important element of information for
users as it affects its usefulness to external users
(Adebayo & Adebiyi, 2016). TID is the basis for
improving the usefulness of financial reporting
so that information users can be appropriately in-
formed (Kashharmeh & Aljifri, 2010).

In Vietnam, Law on Accounting provides for the
content of TID in Article 31. Accordingly, ac-
counting units engaged in business activities must
disclose their annual financial statements within
120 days from the end of the annual accounting
period (Vietnam National Assembly, 2015). Law
on Enterprise also stipulates in Article 109 on TID.
Correspondingly, enterprises must periodically
publish on the company’s website relevant infor-
mation audited by an independent audit organi-
zation within 120 days from the end of the fiscal
year. Enterprises must disclose complete, accurate,

286

and timely information in accordance with the
law (Vietnam National Assembly, 2020). Article
8 of Circular 96 in 2020 stipulates that public en-
terprises must disclose audited annual financial
statements within 120 days from the end of the
fiscal year (Vietnam Ministry of Finance, 2015).

Stakeholder theory explains the relationship of
economic interests between an organization and
its stakeholders. It may result in a conflict of inter-
est between the parties. It contributes to ensuring
fairness among stakeholders to achieve common
goals (Freeman, 1984). Delays from enterprises to
provide information affects the business decisions
of investors. TID ensures benefits for informa-
tion users, which enterprises must ensure timely
(Surachyati et al., 2019). Information users always
want to have the TID of enterprises to ensure busi-
ness interests when accessing information at the
right time (Jaggi & Low, 2000).

Signal theory states that the information provided
by enterprises is considered a signal that enterpris-
es want to convey to investors. The theory is also
explained by the fact that a party provides informa-
tion from enterprises to emit signals about financial
information to users (Akerlof, 1970). It is an oppor-
tunity to create an advantage and brand for their
business activities compared to other enterprises
so that information user can better understand
the business situation of enterprises (Sunarto et al.,
2020). The theory is applied to test the influence of
the characteristics of the firm on TID.

Timeliness is a topic of interest to a number of
countries around the world. Johnston and Zhang
(2018) examine information technology invest-
ment and TID. A sample includes technology
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companies of Unites States from 1999 to 2009. The
results find enterprise size negatively affects TID,
but audit type does not affect it. Mark and Michael
(2016) check 31,147 United Kingdom companies
from 2010 to 2011. The model’s hypotheses are
tested by quantitative analysis. The results elicit
that enterprise size and financial leverage posi-
tively affect TID. Clatworthy and Peel (2016) study
1,032,615 United Kingdom private companies for
the period 2008-2009. Quantitative analysis is
used to test the hypothesis of the model. The re-
sults reveal that enterprise size positively affects
TID but audit type is the opposite.

Some countries of Europe also consider this aspect.
Vuran and Adiloglu (2013) consider the sample of
178 Istanbul nonfinancial companies listed in 2009.
The hypotheses are tested by quantitative analysis.
The results demonstrate that return on equity pos-
itively affects TID, but audit type does not affect it.
Suadiye (2019) experiments on 286 Turkish listed
firms in 2016. The paper carries out quantitative
analysis to test the model and finds that enterprise
size and audit type influence TID. Ozcan (2019) in-
vestigates 90 manufacturing firms listed on Borsa
Istanbul from 2014 to 2017. The paper uses quan-
titative analysis for testing and eliciting that audit
type and enterprise size negatively affect TID, but
financial leverage affects it positively.

Previous studies consider TID in Jordan from dif-
ferent perspectives. Alkhatib and Alkhatib (2012)
examine 137 firms in 2010. Quantitative analysis
is conducted to test the hypothesis. The results
find audit type positively influences TID, but en-
terprise size and financial leverage do not affect it.
AL-Shwiyat (2013) checked 120 public companies
in 2012 and used quantitative analysis to test the
hypotheses. The results show enterprise size and fi-
nancial leverage positively affect TID, earnings per
share is opposite to it, while return on equity does
not affect it. Daoud et al. (2014) use a sample of
114 listed companies in 2012. Multivariate regres-
sion is performed using quantitative analysis. The
results point out audit type has an opposite effect
on TID. Al-Tahat (2015) investigated 193 financial
reports in 2013. The paper uses quantitative analy-
sis to test hypotheses and demonstrate that return
on equity negatively affects TID, while enterprise
size, audit type, and financial leverage do not affect
it. Saaydah (2017) checks 26 companies in 2012
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and uses quantitative analysis to test the hypoth-
eses. The results show that earnings per share neg-
atively affects TID. Alsmady (2018) examines 68
listed companies from 2011 to 2015. Quantitative
analysis is used to test the hypothesis. The results
show that enterprise size negatively impacts TID.
Alqaraleh and Nour (2020) study 172 companies
listed from 2014 to 2016. The paper uses quanti-
tative analysis to test multivariate regression and
finds that audit type positively affects TID.

Some Asian countries are interested in the issues.
For Indonesia, Ika and Ghazali (2011) study the
sample that includes 211 non-financial listed com-
panies from 2018 to 2019. The regression is per-
formed using quantitative analysis. The results
show that audit type negatively influences TID.
Surachyati et al. (2019) consider 30 transportation
companies listed from 2011 to 2015. The paper uses
quantitative analysis to test the model and points
out that financial leverage and enterprise size have
no effect on TID. Alshrife et al. (2016) test the da-
tabase that includes 92 manufacturing companies
listed from 2010 to 2012. Quantitative analysis is
used to test the hypothesis. The results find that
audit type has an opposite effect on TID. Sunarto
et al. (2020) examine 568 companies from 2015 to
2018. The results point out that enterprise size neg-
atively impacts TID. Wijayanti (2020) studies 50
financial statements of chemical companies. The
results demonstrate enterprise size and return on
equity positively affect TID, but financial leverage
is opposite to it. Wibowo and Saleh (2020) test all
food and beverage companies from 2017 to 2019.
The paper uses quantitative analysis to verify the
model and shows that financial leverage and en-
terprise size positively affect TID, but audit type
negatively affects it. Syofyan et al. (2021) study a
sample of 48 manufacturing companies selected
from 2014 to 2019. Quantitative analysis is used
to test the hypotheses. The results show that audit
type does not affect TID.

For Malaysia, Shukeri and Islam (2012) examine
491 listed companies in 2011. Multivariate regres-
sion is tested by an ordinary least square. The re-
sults show that audit type and enterprise size nega-
tively influence TID. Puasa et al. (2014) review 669
companies listed from 2004 to 2011. Quantitative
analysis is used to verify the model. The results
elicit audit type positively affects TID, while en-
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terprise size and financial leverage do not affect
it. Meanwhile, Al-Juaidi and Al-Afifi (2016) study
180 Palestinian listed companies. The paper uses
quantitative analysis to test the model and verifies
that audit type positively effect TID but enterprise
size, earnings per share, and financial leverage do
not affect it. Saudi Arabia also pays attention to
this topic. Borgi et al. (2021) use 119 non-financial
firms listed on the Tadawul stock exchange. The
sample is a period of four years from 2014 to 2017.
Quantitative analysis is used to test hypotheses.
The results elicit audit type and financial leverage
have the same effect as TID but enterprise size and
return on equity oppositely affect it.

In Vietnam, quantitative research related to this
topic is still quite modest because the information
collection of listed enterprises has certain limita-
tions. Recently, there are only a few studies on this
topic (Khuong & Vy, 2017; Ha et al., 2018). Khuong
and Vy (2017) consider Vietnamese listed compa-
nies. The paper uses quantitative analysis to test
100 companies listed on the Vietnamese stock ex-
change from 2012 to 2014. The results show enter-
prise size positively affects TID. Ha et al. (2018)
test 214 companies listed on the Vietnamese stock
market from 2012 to 2016 and use quantitative
analysis to test the model. The results find audit
type positively impacts TID, but financial leverage
does not affect it.

This topic has become essential for Vietnam in the
context of international economic integration, but
has not been considered by previous studies in re-
cent times. The purpose of the paper is to examine
the influence of firm characteristics on the time-
liness of the top 100 listed enterprises with the
highest capitalization in Vietnam today (VN100).
In the context of applying the international finan-
cial reporting standard, Vietnam always focuses
on the timeliness of enterprises to create a trans-
parent environment of information.

2. METHODOLOGY

In terms of data, the sample of the study is as the
top 100 listed enterprises as these are listed enter-
prises with the highest market capitalization in
Vietnam’s stock market (VN100). VNI00 are se-
lected with fully disclosed information during the
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past five years. Data are collected from the annual
and financial reports of VN100 from 2016 to 2020.

Regarding research methods, the study performs
a quantitative research method with statistics and
data software. The paper uses an ordinary least
square because this method can control the phe-
nomenon of autocorrelation and variance.

The paper inherits the model of previous research
and combines it with the opinions of some experts
of the Vietnam Securities Commission. This helps
to select variables to ensure their popularity and
relevance in the economic conditions of Vietnam.
The specific proposed model is as follows:

TID = B0+ B1-SIZE + 32 ROE + "
+p3-EPS+ B4-LEV + 4 AUD +¢.

The paper considers the measurement methods of
variables in the model as follows:

o The timeliness of financial reporting (TID):
Total number of days of the difference be-
tween the date of signing the audit report and
the end of the financial year;

o Enterprise size (SIZE): The logarithm of total
assets;

o Return on equity (ROE): Ratio of profit to
equity;

« Earnings per share (EPS): The logarithm of
earnings divided by the number of shares
outstanding;

« Financial leverage (LEV): Ratio of total liabili-
ties to total assets;

o Audit type (AUD): A dummy variable (if list-
ed enterprises are audited by Big4 audit firms
(Big4), it is 1, otherwise 0).

3. RESULTS

According to the data in Table 1, the timeliness of
VNI100 in the period 2016-2020 is at an average of
75 days. This ensures the publication period is not
more than 90 days. The minimum number of days
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is 46 days, and the maximum is 128 days. This
shows that there are still some enterprises that
have not followed the regulations properly. The
standard deviation of timeliness is not significant.
For the independent variables, the enterprise size
has an average ratio of 7.25. The standard deviation
of enterprise size is not significant, so this shows
the size of VN100 does not differ much between
enterprises. Return on equity of VN100 has an
average level of 27.17%, and it is considered quite
good in terms of the economic development of
Vietnam. Similar to enterprise size, earnings per
share have an average ratio of 2.81, and the stand-
ard deviation is insignificant. This affirms that the
economic performance of VN100 is relatively sta-
ble. Financial leverage of VN100 with the average
is 15.94%, but the standard deviation is quite high.
This indicates that there is a difference in debt ra-
tio between VN100. Finally, the VN100 audited by
Big4 is quite high and accounts for 62.49%. VN100
trust Big4 audit firms.

Table 1. Descriptive statistics

Source: Authors’ elaboration.

Variables: Obs ‘Std.Dev.. Min @ Max
TID : : : £46.00000  128.00000
SizE 282162 | 1164294
ROE 7.08949

EPS 2 1.297046

LEV . 493476 467841
AUD : 0.00000 : 1.00000

The analysis results from Table 2 indicate that the
dependent variables are negatively correlated with
all independent variables, but positively correlat-
ed with financial leverage. The correlation coeffi-
cient between the independent variables is relative,
ranging from 0.1846 to 0.3264. With this result,
the variables are considered to have a normal cor-
relation and are not likely to have multicollineari-
ty (Hair et al., 1995).

Table 2. Correlation matrix

Source: Authors’ elaboration.

Variables TID | SIZE | ROE = EPS = LEV AUD
TID 1.0000

B T e
ROE

EPS

A

AUD  -0.3264

http://dx.doi.org/10.21511/imfi.19(4).2022.23

The paper performed the regression using an or-
dinary least square method. Variables are consid-
ered for statistical significance at the 5% level of
significance. The results from Table 3 show that
return on equity and audit type have opposite ef-
fects on the timeliness. Audit type has a higher
influence than return on equity. The regression
model on the influence of characteristics of a firm
on the timeliness of VN100 in the period 2016-
2020 is determined as follows:

TID =-0.180467- ROE —0.314618- AUD.

Table 3. Regression of an ordinary least square

Source: Authors’ elaboration.

Variables |  Coef. Std.Err. |z P>|z|
SIZE ‘ ‘ {1137
ROE
EPS
LBV 030448 | 041 | 1602
AUD | —-314618 | 026774  -3.27 0000

4. DISCUSSION AND POLICY
RECOMMENDATIONS

The results of this study are similar to some previ-
ous studies such as Vuran and Adiloglu (2013), Al-
Tahat (2015), and Borgi et al. (2021). This shows that
two variables, return on equity and audit type, have
a significant influence on timeliness. Moreover, the
influence of audit type is more than return on eq-
uity. It is also evident in the theory of signals when
VNI100 wishes to disclose information about eco-
nomic efficiency by profitability for users. At the
same time, stakeholder theory has also explained
the relationship of economic benefits through the
timeliness between VN100 and information users.

As for return on equity, enterprises with higher
return on equity, which means high economic ef-
ficiency, tend to disclose information earlier (Al-
Tahat, 2015; Borgi et al., 2021). The enterprises
have a certain position in the market and also take
advantage of the opportunity to announce early
to investors. This makes confidence in informa-
tion users. This also demonstrates the timeliness
of information that ensures appropriate business
decisions are made. It also is the inevitable trend
of VN100 to show the role of the information pro-
vider in the timeliness of a report.
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For audit type, Big4 tends to comply with more strin-
gent regulations in terms of timing of disclosure (Ika
& Ghazali, 2011; Shukeri & Islam, 2012; Clatworthy
& Peel, 2016; Alshrife et al., 2016; Suadiye, 2019;
Ozcan, 2019; Wibowo & Saleh, 2020). Thanks to the
professionalism of Big4’s experts, the auditors imple-
ment appropriate time and schedule management
so that deadlines are always guaranteed. Moreover,
about the reputation of the brand name of the fa-
mous auditing type, Big4 always ensures the dis-
closure of information of enterprises in accordance
with the regulations on the deadline. Auditing type
needs to promote more to ensure the timeliness of
information for audited enterprises.

To ensure the timeliness of Vietnamese listed en-
terprises, VN100 managers need to do a number
of issues such as raising awareness about the re-
sponsibility to provide timely information to users.
The obligation of the enterprises is to ensure that
information is timely so that investors can make
timely and appropriate decisions.

Due to effective business performance through
financial indicators by return on equity, VN100
should enhance the credibility of investors
through timely information. This helps to increase
the confidence of information users. Investors play
an important role in providing financial resourc-
es to develop VN100. Therefore, VN100 needs to
maintain the trust of information users.

The financial reporting data of the VN100 must
be planned and available in the provision of in-
formation. Careful preparation and a specific
roadmap of VNI100 ensure the timely comple-
tion of financial statements. Moreover, the hu-
man resources of the accounting team of VN100
also need to be strengthened and trained to
handle the responsibility of information pro-
vided on time.

In addition, the role of Big4 audit firms has an im-
portant meaning in Vietnam’s legal conditions. Big4
audit firms need to pay attention to things like main-
taining and ensuring the correct work schedule to
ensure compliance with regulations on financial re-
porting deadlines for VN100. Big4 needs to closely
coordinate with VN100 so that all works are imple-
mented on schedule and completed on time, urging
VNI100 to strictly comply with regulations on finan-
cial reporting deadlines. This not only ensures cus-
tomers, but also strengthens Big4’s reputation.

To ensure regulatory compliance, Vietnamese
state agencies need to check a number of issues
such as strengthening the supervision of VN100
when providing information to ensure compliance
with regulations on deadlines; strict sanctions
against VN100 for delay or delay in providing in-
formation; adding criteria to the VN100 business
credit rating if VN100 delays information in ac-
cordance with regulations.

CONCLUSION

This paper has provided empirical evidence on the characteristics of a firm to the timeliness of the
Vietnamese listed enterprises. The results found evidence that there are two factors — return on equity
and audit type - that have a negative influence on the timeliness. Of these two factors, audit type is more
influential than the return on equity on timeliness. Meanwhile, the remaining three factors - enter-
prise size, earnings per share, and financial leverage — have no effect on the timeliness. In the context of
Vietnam’s economic and legal conditions, audit companies have a huge role to play in ensuring the en-
forcement of timely provision. Whereby, managers of Vietnamese listed enterprises must promptly dis-
close information to users to make timely business decisions. It is a condition to ensure investors’ con-
fidence to attract economic development for Vietnamese listed enterprises. Vietnamese state agencies
must inspect and supervise compliance of the timeliness with listed enterprises to have strict sanctions.
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