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Abstract

This paper explores the barriers to derivative accounting disclosures in Vietnamese companies and ranks their relative importance for effective 
and efficient remedies. The Delphi technique was applied to get agreement of panel of experts on the measurement of factors hindering 
disclosure. Unstructured questionnaires were first sent to twelve experts who had both practical experience and academic knowledge in the 
field to get ideas on the obstructions to derivatives disclosure. The structured questionnaire was designed to get their agreement on barriers 
to derivative accounting disclosures. The data analysis with mean, median, mode, standard deviation, and quartile has been implemented 
to ensure the unanimity. Market-related factors, legislation, accountants’ attributes, managers’ attributes, information technology and 
communication, and on-site training were the six major obstacles agreed upon by the experts during their in-depth interviews. Then, these 
factors were ranked by applying the analytical hierarchy process (AHP). The findings confirmed the priority of information technology 
and communication, which held the greatest weight. Legislation ranked second, followed by market-related factors and on-site training, 
which explained the impediments to derivatives disclosure. Managers’ and accountants’ attributes had the least contribution to the barriers 
to derivative disclosures. The results have important implications for actions to enhance corporate derivative disclosures in Vietnam.
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& Zambra, 2019; Nguyen & Faff, 2003). They are used in 
foreign exchange, interest rate, and commodity markets 
(Brahmasrene & Lee, 2020; Lee & Brahmasrene, 2019). 
Four main tools have been applied, including (i) forward 
contracts, (ii) future contracts, (iii) option contracts, and 
(iv) swap contracts. In principle, these are the hedging tools 
used to boost the corporate value (Park & Park, 2020). 
However, all businesses that use derivatives’ financial 
instruments must measure these instruments, show that they 
are understandable, and compare risks when being shown 
in the financial statements (Abdel-khalik & Chen, 2015). 
Multinational companies have applied SFAS 133 to enhance 
their transparency, to provide information on the actual 
situation that corresponds to the hedging tools, keep updated 
when using derivatives, and measuring them at fair value in 
the reports (Park & Park, 2020; Wang et al., 2005). 

Corporate derivatives disclosure can cause equity prices 
to change the stock market (Bourveau et al., 2018). Fernando 
et al. (2020) provided empirical evidence on public reactions 
to the derivatives positions of the gold-mining companies in 
a survey of 112 firms in this industry. Public notice of an 
increase in a derivatives position led to a decrease in equity 

1. Introduction

Derivatives are a means of risk management applied by 
firms (Hairston & Brooks, 2019; Lee et al., 2020; Malaquias 
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prices for a company and its industry. In Vietnam, derivative 
instruments have been implemented by the companies that 
have an enhanced investment opportunity, but low levels of 
cash (Xuan, 2017). Therefore, derivatives are “double-sided” 
tools. Serious consequences with involved state holders can 
arise if the disclosure for each financial instrument has not 
been timely and thoroughly made. Though research has 
identified the factors driving derivative use, asymmetric 
information has been the main barrier to their market 
development. This paper explores the key barriers to 
derivatives disclosure at companies in Vietnam using both 
qualitative and quantitative methods.

2. Literature Review

The nature of disclosure is to provide an information 
system for optimal economic decisions that will contribute 
to social sustainability (Einhorn, 2005; Maj, 2018). 
Therefore, it is a tangible product featuring both price and 
quality, which can be significantly impacted by information 
asymmetry. As a consequence, the market encounters 
various risks and difficulties in assessing its quality. Besides, 
how the derivatives are traded is also an influence. In short, 
a close relationship between the market and information 
disclosure can be identified (Situ & Tilt, 2018). A market 
with perfect information on price, quality, origin, etc., 
benefits businesses. The same philosophy can be applied to 
derivatives disclosure.

Risk information disclosures can help reduce asymmetric 
information about the damage caused by systematic risk. It 
is a forward-looking behavior and completely different from 
accounting information in financial statements. However, 
companies often have not been motivated to comply with risk 
disclosure (Adam-Müller & Erkens, 2020). Legislation is a 
tool to boost the transparency of the information (Casadesús 
de Mingo & Cerrillo-i-Martínez, 2018). Legal factors also 
affect disclosure requirements through the establishment, 
issuance, and implementation of accounting standards. The 
legal effect occurs when there is a change in regulation-
issuing bodies. It means that legislation can target the goals 
in compliance with economic and social policies. Elshandidy 
et al. (2013) provided empirical evidence of the significant 
difference between voluntary and mandatory disclosure. 
Their research findings support the role of legislation in the 
public notice of risk information.

Risk disclosure and derivative financial instruments 
are complicated (Lins et al., 2011; Linsley & Shrives, 
2006). They are subjective and difficult to verify externally. 
Therefore, management decisions, especially those who 
are empowered to make decisions about strategic options 
and resource allocations toward the achievement of the 
corporate goals, are discretionary (Buckley & Carter, 2002). 
In an enterprise, manager, an economic and operation 

decision-maker, is an integral part of the accounting body. 
Hence, accountants must be governed and supervised 
through regulation rather than by the manager’s discretion 
in accounting and financial statement reports (Davis et al., 
1982). Accounting principles and accounting standards are 
formed in the process of market operation (Watts, 2006). As 
a result, accounting is largely influenced by human factors. 
Upper echelons theory points out that expertise, experience, 
and cognition govern the manager’s selection of strategy, 
organization, implementation, economic decision making, 
and information provision (Hambrick & Mason, 1984). The 
manager decides the information disclosure strategy because 
he or she has the “power” to choose to use either an official 
or informal notice. A hesitation may stem from the selection 
of a safe position. Moreover, the usefulness of information 
disclosure has not been recognized fully. In summary, a 
manager’s attributes can predict disclosure behavior.

In the field of accounting, how to set up regulations 
has been difficult, and its application has been even 
harder (Sunder, 2010). Enterprises must comply with 
mandatory accounting regulations, but they are allowed 
to select the policies that are to their utmost benefit 
(Tinker, 1984). Corporate accounting is characterized by 
accountants’attributes. Changes in the economic and legal 
environment that pose a risk for the company can be reflected 
in financial statements through the awareness and expertise 
of accounting practitioners (Nguyen & Nguyen, 2020; 
Sy et al., 2017). Several constraints can be encountered 
by accountants such as professional regulations, pressure 
from management decisions and operation, the information 
collection, processing, and presentation. To ensure fairness 
among the stakeholders, accountants’ full knowledge, in-
depth expertise, and up-to-date transactions are required as 
they directly impact the accounting disclosure. Enterprises 
can take advantage of available resources and integrate 
internal information related to business activities to develop 
an information system with the contributions of accountants 
and managers, creating communication information sources 
(Williams, 2004). However, given a constantly changing 
market and a dynamic environment, cross-functional, 
reliable, and useful information is demanded (Easterby‐
Smith & Prieto, 2008; Whisenant et al., 2003). 

Sutton and Arnold (2013) stated that there is an associa-
tion between information technology, communications, and 
accounting. The implementation of transparent accounting 
information has a positive impact on the economic cycle. 
Thus, the objective of financial statement disclosure is 
financial stability. Accounting is required as a neutral 
technology that functions to reduce information asymmetry 
and provides necessary transparency for the efficient 
operation of capital markets. An appropriate information 
technology system is a prerequisite for businesses to disclose 
and receive information. Accounting information systems 
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are useful in processing information quickly and adapting to 
the speed, frequency, back-up, and information transmission 
(Geerts, 2011; Worrell et al., 2013). Accounting software has 
to ensure timely updating of regulations and meeting (Baxter 
& Thibodeau, 2011). Accounting for derivative financial 
instruments is a huge job requiring quick, accurate, reliable, 
and timely reports on tracking and recording information 
on the fair value of assets and liabilities at the end of the 
period. Thus, an enterprise with an accurate and reliable 
information system, appropriate information technology, a 
good reception, and communication are factors that make 
accounting information convenient and useful. 

Knowledge has long been a topic of human resources 
management (Hattrup et al., 1992). Companies need to focus 
on providing additional training for their personnel (Gephart 
et al., 1996).  Learning starts at an individual level and is 
subject to the social contexts and organizational culture 
(Elkjaer & Wahlgren, 2005). The individual training of 
knowledge and expertise of the firm needs to be implemented 
so it is shared and spread over time (Perez Lopez et al., 2005). 
The same principle is applied in accounting. The quality of 
accounting information disclosure is improved with training 
activities (Li et al., 2018). Uncertainty theory has shown 
that various contexts require different levels of processing. 
Financial markets, especially derivative instruments, have 
always been dynamic and had updated and revised standards 
(Zeng, 2014). Therefore, on-site training has a direct impact 
on accounting information disclosures.

3. Research Methodology

A mixed method using both qualitative and quantitative 
research methods was applied in this study. The primary 
objective has been to explore the barriers to derivatives 
accounting in the Vietnamese context. First, the literature 
review together with an in-depth interview of 12 experts 
in the field using the Delphi technique was conducted to 
get the agreement on the top key barriers to derivative 
accounting disclosure at Vietnamese companies (see table 
1). Because this technique helped to prevent confrontation or 
conflicts of personalities and the influence of an influential 
person in the group of experts (de Jesus et al., 2019; Kembro 
et al., 2017). Then, the analytic hierarchy process (AHP) 
is a method of multi-criteria decision analysis that ranked 
these main factors using pair-based comparisons made 
by experts (Nguyen & Nguyen, 2020). According to the 
theorists, complex relationships can always be analyzed by 
selecting pairs of components and relating them through 
their properties. The comparison point is from 1 to 9 with 2, 
4, 6, 8 as intermediate levels. Although it is not necessary 
to use a scale of 1 to 9 for qualitative data, this scale is 
recommended to quantify the intensity of preference of one 

Table 1: Top key barriers to derivative accounting 
disclosures

Code Barriers to derivative accounting disclosures

C1 Market-related factors

C11 The market has not established measurement for 
commodity derivatives quality.

C12 The market is at risk in assessing the derivatives 
quality

C13 The market lacks supervision on the traded 
derivatives

C14 The market is volatile because businesses 
change the way of derivatives use

C15 The market has not assessed the performance of 
derivatives

C16 The risk level of the market for derivatives has not 
been assessed

C2 Legislation

C21 Derivative accounting disclosure policies are 
insufficient

C22 The legal system on derivative accounting 
disclosure is not complete, comprehensive, and 
consistent

C23 The general legal system on disclosure leads to 
unreliability and non-transparency

C24 The legal documents have not been useful for 
accountants in analyzing the risks associated with 
derivatives

C25 The legal documents have not been useful for 
accountants in assessing the risks associated 
with derivatives

C3 Accountants attributes

C31 Derivative accounting presentation limitation

component over another, creating a hierarchy between the 
components (Nguyen et al., 2019). The result of pairing is 
to input data for calculating the weight of the scale through 
the AHP algorithm with the following steps: (i) prepare 
a standardized matrix and; and (ii) calculate the priority 
vector of each factor and evaluate the consistency ratio (CR) 
of expert opinion (Huynh et al., 2018; Phong et al., 2017). 
Inconsistency is acceptable if it does not exceed 0.1 (Saaty 
& Vargas, 2012). 
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4. Results and Discussion 

The Delphi technique was applied to get the experts’ 
agreement on the barriers to corporate derivative accounting 
disclosures in the Vietnamese context. Six factors, including 
(i) market-related factors, (ii) legislation, (iii) accountants’ 
attributes, (iv) managers’ attributes, (v) information 
technology and communications, and (vi) on-site training 
were widely supported during the in-depth interview as 
well as in the literature review. AHP is then applied to rank 
the importance of the six factors so that priority remedies 
can be suggested to aim at the symmetric market. The 
result in Table 2 shows that information technology and 
communications share the highest weight. It is assumed 
that it is even more crucial in complex derivative contracts. 
However, Vietnam has not developed an information center 
for market transactions at the macro level. Therefore, 
traders have not had the opportunity and conditions to 
grasp the information. The consequence has been the lack 
of information disclosures about derivative uses, changes, 
and effectiveness. Also, the shortage of technical innovation, 
the input, and output pricing system may impede the smooth 
operation of information disclosure.

By employing an institutional approach, legislation 
was investigated. The findings were consistent with our 
argument on the role as the second priority to boost the firm 
derivatives accounting disclosure. Institutional differences 
also impact on corporate risk management practices and 
derivatives use (Bodnar et al., 2003). In our research, two 
issues of legislation were emphasized. Firstly, an accounting 
policy that provided direct details and specific guidance on 
the disclosure and presentation for derivatives accounting 
was still modest. Secondly, an incomplete legal system with 
general regulations on information disclosure was available. 
This causes unreliable information and the firm failure to 
analyze and evaluate the risks.

Moreover, our research findings also suggested the role of 
market-related factors and on-site training. The Vietnamese 
market has not established a quality measurement of traded 
derivatives and has faced many risks in attempting to assess 
their quality. Besides, most firms do not have a training 
program to update knowledge or policies for their managers 
or accountants (Devanney, 2009; Nguyen & Ngo, 2020; 
Pham et al., 2019). Accordingly, their attributes hamper 
information disclosure. During the interview, we found that 
the accountants in many firms had limited qualifications. 
They did not have sufficient expertise, which led to a bad 
presentation and disclosure of information. Managers were 
not in a position to fully understanding risk management. The 
consequence was unclear plans and the absence of prevention 
goals (Long et al., 2019; Purwanti et al., 2020; Sy et al., 
2017). They were not ready to coordinate with accountants 
in their information presentations and disclosures.

C32 Limitation on derivative accounting methods and 
principles

C33 Limitation of derivative accounting disclosure 
professionality

C34 Lack of ability to update the regulations on 
derivatives accounting

C35 There are no plans to improve the 
professionalism of derivative accounting

C4 Managers’ attributes

C41 Derivatives use and disclosure have not been 
targeted

C42 Cooperation with accountants in derivative 
accounting and disclosure has not been made

C43 The importance of derivative accounting and 
disclosure has not been recognized

C44 The value of derivative accounting disclosure to 
other markets has not been recognized

C45 The improvement of reliability and transparency 
resulting from  derivative accounting disclosure 
has not been recognized

C5 Information technology and communication

C51 Lack of information on the effectiveness of using 
derivatives as hedging tools

C52 Lack of information on the complexity of hedging 
information

C53 Lack of technical innovation and information 
technology system for disclosure

C54 Lack of pricing information (input and output)

C55 Information system does not match the demands 
of the accounting system

C56 Lack of an integrated information system (internal 
or external system)

C57 The unavailability of an accounting supervision 
system

C6 On-site training

C61 There is no training program to update knowledge 
for accountants and managers

C62 There is no policy to enhance knowledge of the 
current accountants and managers

C63 There is no policy to improve professionality for 
accountants and managers
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Table 2: Weight coefficients of barriers to derivative accounting disclosures

Goal Weight Attribute Rank

Market-related factor 0.257

The market has not established measurement for commodity derivatives 
quality. 6

The market is at risk in assessing the derivatives quality 5
The market lacks supervision on the traded derivatives 1
The market is volatile because businesses change the way of derivatives use 3
The market has not assessed the performance of derivatives 2
The risk level of the market for derivatives has not been assessed 4

Legislation 0.496

Derivative accounting disclosure policies are insufficient 2
The legal system on derivative accounting disclosure is not complete, 
comprehensive, and consistent 5

The general legal system on disclosure leads to unreliability and non-
transparency 4

The legal documents have not been useful for accountants in analyzing the 
risks associated with derivatives 3

The legal documents have not been useful for accountants in assessing the 
risks associated with derivatives 1

Accountants’ 
attributes 0.107

Derivative accounting presentation limitation 5
Limitation on derivative accounting methods and principles 2
Limitation of derivative accounting disclosure professionality 1
Lack of ability to update the regulations on derivatives accounting 3
There are no plans to improve the professionalism of derivative accounting 4

Managers’ attributes 0.138

Derivatives use and disclosure have not been targeted 3
Cooperation with accountants in derivative accounting and disclosure has not 
been made 4

The importance of derivative accounting and disclosure has not been 
recognized 2

The value of derivative accounting disclosure to other markets has not been 
recognized 1

The improvement of reliability and transparency resulting from  derivative 
accounting disclosure has not been recognized 5

Information 
technology and 
communication 

0.577

Lack of information on the effectiveness of using derivatives as hedging tools 5
Lack of information on the complexity of hedging information 7
Lack of technical innovation and information technology system for disclosure 4 

Lack of pricing information (input and output) 3
Information system does not match the demands of the accounting system 6
Lack of an integrated information system (internal or external system) 1
The unavailability of an accounting supervision system 2

On-site training 0.207

There is no training program to update knowledge for accountants and 
managers 1

There is no policy to enhance knowledge of the current accountants and 
managers 3

There is no policy to improve professionality for accountants and managers 2
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5. Conclusions

In recent years, Vietnam is become one of the emerging 
markets with moderate economic growth (Ha & Ngoc, 2020; 
Vo et al., 2020; Nguyen & Ngoc, 2020; Nguyen & Nguyen, 
2020). This growth is due to the success of the accounting 
and auditing activities in companies, especially derivative 
accounting tools for risk management. This study used the 
integration of both qualitative and quantitative methods 
with Delphi and AHP techniques in data analysis to explore 
the factors that hinder the firms’ derivative accounting 
disclosures in the Vietnamese context. The model allowed 
the assessment based on diversified criteria, while limiting 
the subjectivity of human beings. The research findings 
confirmed the priority of information technology and 
communications, especially in industry 4.0. Immature 
systems limit the use of derivatives, accounting, and 
disclosures as a vicious circle.
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