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1JX\HQ�7KX�+DQJ���7UDQ�1JX\HQ�0LQK�7UDQ���

3KDP�7KL�$QK�7KX\���3KDQ�+RDL�7KXRQJ�

���,QWURGXFWLRQ

$FFUXDO�EDVHG� HDUQLQJV� PDQDJHPHQW�

�$(0�� LQGLFDWHV� WKH� VFHQDULR� LQ� ZKLFK�

PDQDJHUV� H[HUFLVH� WKHLU� GLVFUHWLRQ� UHODWLQJ�

to� accrual� items� to� inÀate� their� reported�
HDUQLQJV� �;LH� HW� DO��� ������� 'LIIHUHQW� IURP�

cash� Àow� accounting� method,� accrual�
DFFRXQWLQJ� OHDYHV� URRP� IRU� HVWLPDWLRQ�� DQG�

DOVR�D�VHHG�RI�XQFHUWDLQW\��7R�GLVWRUW�HDUQLQJV��

PDQDJHUV� FDQ� RYHUVWDWH� DVVHWV� E\� UHFRUGLQJ�

KLJKHU� UHFHLYDEOHV� RU� LQYHQWRULHV� WKURXJK�

WKH�DGMXVWPHQWV�RI�SURYLVLRQV�RI�WKHVH�LWHPV��

7KH�GLVWRUWHG�FRPSRQHQW�RI�DFFUXDO�HDUQLQJV�

LV�UHIHUUHG� WR�GLVFUHWLRQDU\�DFFUXDOV��GLVWLQFW�

IURP� QRQ�GLVFUHWLRQDU\� DFFUXDOV�� ZKLFK�

LV� D� QRUPDO� DFFUXDO� FRPSRQHQW� FRPLQJ�

$EVWUDFW

7KLV�SDSHU�H[DPLQHV�WKH�LPSDFW�RI�DXGLW�TXDOLW\�DQG�VWDWH�RZQHUVKLS�RQ�DFFUXDO�EDVHG�

earnings�management�in�Vietnamese� listed�¿rms.�We�¿nd�that�¿rms�which�are�audited�by�
RQH�RI�%LJ�)RXU�DXGLWLQJ�FRPSDQLHV��'HORLWWH��3ULFHZDWHUKRXVH&RRSHUV��(UQVW�	�<RXQJ�DQG�

.30*��DUH�OHVV�OLNHO\�WR�HQJDJH�LQ�HDUQLQJV�PDQDJHPHQW�WKDQ�WKRVH�DXGLWHG�E\�1RQ�%LJ�

Four�companies.�We�also�¿nd�that�the�higher�the�proportion�of�state�ownership�accounts�in�
outstanding�shares,�the� less�earnings�management� is.�Based�on�the�results,�we�conjecture�
WKDW�D�%LJ�)RXU�DXGLWRU�WHQGV�WR�UHVWUDLQ�WKH�XVH�RI�DJJUHVVLYH�DFFRXQWLQJ��DQG�WR�PDNH�WKH�

audited�¿nancial�statements�in�compliance�with�the�standards.�Also,�enterprises�with�higher�
SURSRUWLRQ� RI� VWDWH� RZQHUVKLS�PD\� KDYH� SURWHFWLRQ� IURP� WKH� JRYHUQPHQW� DV� ZHOO� DV� OHVV�

SUHVVXUH�WR�PHHW�WKH�PDUNHW�H[SHFWDWLRQV�WKDQ�WKHLU�FRXQWHUSDUWV��UHVXOWLQJ�LQ�OHVV�HDUQLQJV�

management.
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IURP� LQFUHDVHG� LQYHVWPHQW�� $(0� LV� HDVLO\�

VFUXWLQL]HG� E\� RXWVLGHUV� VXFK� DV� FUHGLWRUV��

DXGLWRUV� RU� JRYHUQPHQW� UHJXODWRUV� �)UDQFLV��

������

,Q� 9LHWQDP�� WKHUH� LV� OLWWOH� HPSLULFDO�

HYLGHQFH�RQ�WKH�PRQLWRULQJ�RI�RXWVLGHUV�RYHU�

WKH� DFFUXDO�EDVHG� HDUQLQJV� PDQDJHPHQW��

$OSKRQVH� DQG� +DQJ� ������� DVVHUW� WKDW� WKH�

DFFUXDO� FRPSRQHQW� RI� HDUQLQJV� KDV� ORZHU�

persistence� than� the� cash� Àow� component,�
VXJJHVWLQJ�D�VLJQ�RI�$(0�LQ�9LHWQDP�VWRFN�

market.� They� also� ¿nd� that� ¿rms� with� low�
¿nancial�distress�risk�have�greater�differential�
persistence�between�cash�Àows�and�accruals�
than� ¿rms� with� high� ¿nancial� distress� risk.�
The�¿ndings�suggest�that� the�monitoring�by�
FUHGLWRUV� SUHYHQWV� PDQDJHUV� RI� GLVWUHVVHG�

¿rms�from�inÀating�earnings.�This�means�that�
H[WHUQDO�IDFWRUV�GR�DIIHFW�$(0�RI�9LHWQDPHVH�

listed�¿rms.

2QH� RI� LPSRUWDQW� H[WHUQDO� IDFWRUV� LQ�

OLPLWLQJ� WKLV� RSSRUWXQLVWLF� PDQDJHULDO�

EHKDYLRU� LV� DXGLW� VHUYLFH�� $� FRPSDQ\� PD\�

establish� ¿nancial� statements� in� a� prudent�
DQG� FRQVHUYDWLYH� PDQQHU� ZKHQ� DXGLWHG�

by� a� reputable� and� highly� quali¿ed� ¿rm�
�0F1LFKROV�DQG�6WXEEHQ���������7KHUH�KDYH�

EHHQ�PDQ\�VWXGLHV�RQ�WKH�LPSDFW�RI�DXGLWLQJ�

quality�on�pretax�pro¿t�management�behavior�
in� ¿nancial� reporting� (Becker� et� al.,� 1998,�
Boone�et�al.,�2010,�Jenkins�and�Velury,�2008,�
/HQDUG�DQG�<X���������7KHUHIRUH��ZH�H[SHFW�

WKDW� DXGLW� TXDOLW\� UHVWULFWV�$(0� LQ�9LHWQDP�

DV� ZHOO�� 2Q� WKH� RWKHU� KDQG�� VRPH� SDSHUV�

indicate�the�inÀuence�of�business�ownership,�
LQ� SDUWLFXODU� VWDWH� RZQHUVKLS� RQ� HDUQLQJV�

PDQDJHPHQW��,Q�FRQWUDVW�WR�WKH�FRQYHQWLRQDO�

EHOLHI�WKDW�VWDWH�RZQHUVKLS�LV�D�PDMRU�EDUULHU�

to� corporate� ef¿ciency,� dominated� state�
ownership�¿rms�have�better�earnings�quality�
�ORZHU� OHYHOV� RI� HDUQLQJV� PDQDJHPHQW��

WKDQ� GRPLQDWHG� SULYDWH� RZQHUVKLS� �:DQJ�

DQG� <XQJ�� ������� ,Q� 9LHWQDP�� VWDWH�RZQHG�

HQWHUSULVHV� DUH� SHUFHLYHG� DV� LQHIIHFWLYH�

and� inef¿cient,� and� the� capital� contribution�
DQG� VXSSRUW� IURP� WKH� VWDWH� OHDG� WR� PDUNHW�

GLVWRUWLRQV�� ,Q� VXFK� DQ� HQYLURQPHQW� ZLWK�

LQHIIHFWLYH� FRUSRUDWH� JRYHUQDQFH� DQG�

LQDGHTXDWH� PDUNHW� GLVFLSOLQH��PDQDJHUV� DUH�

OLNHO\� WR� H[HUFLVH� RSSRUWXQLVWLF� EHKDYLRU�

�:DQJ� DQG� <XQJ�� ������� +RZHYHU�� WKH�

³,QIRUPDWLRQ� 'LVFORVXUH� DQG� 7UDQVSDUHQF\�

$VVHVVPHQW� 3URJUDP� ����� �� ����´�� FDUULHG�

out� by� the� Hanoi� Stock� Exchange� ¿nds�
that� listed� ¿rms� with� state� ownership�
KDYH� KLJKHU� TXDOLW\� DQG� WUDQVSDUHQF\� LQ�

SXEOLVKHG� LQIRUPDWLRQ� DQG� WKDW� WKH� KLJKHU�

WKH� VWDWH� RZQHUVKLS�� WKH� KLJKHU� WKH� TXDOLW\�

RI� LQIRUPDWLRQ� GLVFORVXUH� DQG� WUDQVSDUHQF\��

)DFLQJ� WKH�HPHUJHQFH�RI�PL[HG�LQIRUPDWLRQ�

VWUHDPV� UHODWHG� WR� WKH� SHUIRUPDQFH� DQG�

EXVLQHVV� RSHUDWLRQV� RI� HQWHUSULVHV� KDYLQJ�

VWDWH� RZQHUVKLS� LQ� 9LHWQDP�� ZH� GHFLGH� WR�

H[DPLQH�WKH�K\SRWKHVLV�UHODWHG�WR�WKH�LPSDFW�

RI�VWDWH�RZQHUVKLS�RQ�HDUQLQJV�PDQDJHPHQW�

We� ¿nd� that� ¿rms� which� are� audited�
by� one� of� Big� Four� auditing� companies�
�'HORLWWH�� 3ULFHZDWHUKRXVH&RRSHUV�� (UQVW�	�

<RXQJ�DQG�.30*��DUH�OHVV�OLNHO\�WR�HQJDJH�

LQ�DFFUXDO�EDVHG� HDUQLQJV�PDQDJHPHQW� WKDQ�

those� audited� by� Non-Big� Four� companies.�
We� also� ¿nd� that� the� higher� the� proportion�
RI� VWDWH� RZQHUVKLS� DFFRXQWV� LQ� RXWVWDQGLQJ�

VKDUHV��WKH�OHVV�HDUQLQJV�PDQDJHPHQW�LV�

5 TÍN, C. 2016. Chất lượng công bố thông tin: Doanh nghiệp niêm yết có vốn nhà nước càng cao càng minh bạch 
[Online]. Available: http://baodautu.vn/chat-luong-cong-bo-thong-tin-doanh-nghiep-niem-yet-co-von-nha-
nuoc-cang-cao-cang-minh-bach-d54162.html [Accessed 03/02/2017.
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7KH� VWUXFWXUH� RI� WKLV� SDSHU� LV� DV�

IROORZV�� 6HFWLRQ� �� JLYHV� D� EULHI� UHYLHZ�

DERXW� SULRU� VWXGLHV� RQ� DFFUXDO�EDVHG�

HDUQLQJV� PDQDJHPHQW�� DXGLW� TXDOLW\� DQG�

VWDWH� RZQHUVKLS�� 6HFWLRQ� �� LQWURGXFHV�

PHWKRGRORJ\�� 6HFWLRQ� �� LOOXVWUDWHV� GDWD�

VHOHFWLRQ� DQG� SUHVHQWV� VWDWLVWLF� UHVXOWV��

6HFWLRQ���SURYLGHV�HPSLULFDO�UHVXOWV�DQG�WKH�

last�section�concludes�some�¿ndings.

���/LWHUDWXUH�UHYLHZ

$FFUXDO� EDVLV� LV� WKH� EDVLF� DFFRXQWLQJ�

SULQFLSOH� LQ�ZKLFK�HFRQRPLF� WUDQVDFWLRQV�DUH�

UHFRUGHG�ZKHQ� WKH\� RFFXU�� QRW�ZKHQ� FDVK� LV�

SDLG��7KLV�OHDGV�WR�WKH�KHWHURJHQHLW\�EHWZHHQ�

the�cash�Àow�and�the�accounting�pro¿t�of�the�
EXVLQHVV��7KH�GLIIHUHQFH� EHWZHHQ�DFFRXQWLQJ�

pro¿t� and� cash� Àow� is� called� accruals.�
Accruals�adjust� the� recognition�of� cash� Àow�
RYHU� WLPH�� LQ� RUGHU� WR� PHDVXUH� DFFXUDWHO\�

EXVLQHVV�SHUIRUPDQFH�RYHU�D�JLYHQ�SHULRG�RI�

WLPH��$OWKRXJK�DFFRXQWLQJ�VWDQGDUGV�SUHVFULEH�

WKH�SULQFLSOHV�RI�UHFRUGLQJ�LQFRPH��H[SHQVHV��

DVVHWV��FDSLWDOV��GHWHUPLQLQJ�WKH�LQFXUULQJ�WLPH�

DQG�DFFRXQWLQJ�HVWLPDWHV�GHSHQGV�YHU\�PXFK�

RQ�WKH�GLVFUHWLRQ�RI�PDQDJHUV��7KLV�FDQ�FDXVH�

DFFUXDOV� WR� EHFRPH� XQUHOLDEOH�� GLVWRUWLQJ� WKH�

accounting�pro¿t�of�the�business�(Richardson�
HW�DO���������6ORDQ��������

$XGLWLQJ� LV� DQ� HIIHFWLYH� ZD\� RI� H[WHUQDO�

PRQLWRU� HPSOR\HG� E\� VKDUHKROGHUV� WR� VROYH�

agency� problems� (Jensen� and� Meckling,�
������� 7KH� YDOXH� RI� DXGLWLQJ� LV� JUHDW�

EHFDXVH� DXGLWLQJ� UHGXFHV� WKH� PLVUHSRUWLQJ�

of� accounting� information.� Kinney� Jr� and�
0DUWLQ��������FRQFOXGH�WKDW�DXGLWLQJ�UHGXFHV�

WKH� RYHUVWDWHPHQW� LQ� SUH�DXGLW� QHW� HDUQLQJV�

and�net�assets.�Alzoubi�(2016)�shows�that�Big�
Four� auditors� restrain� signi¿cantly� earnings�
PDQDJHPHQW� EHKDYLRUV� LQ� OLVWHG� FRPSDQLHV��

/LNHZLVH�� 9DQ� 7HQGHORR� DQG� 9DQVWUDHOHQ�

������� VWXG\� WKH� SULYDWH� VHFWRU� FRQVLGHULQJ�

differences� in� audit� of� Big� Four� and� Non-
Big�Four�companies.�The�Big�Four�auditors�
KDYH�JUHDW�LQFHQWLYHV�WR�SURYLGH�DQG�PDLQWDLQ�

D� KLJK� TXDOLW\� DXGLW� H[WHQW� EHFDXVH� WKH\�

KDYH� PRUH� FXVWRPHUV� WR� WDNH� FDUH� RI�� WKXV�

IXUWKHULQJ� WKH� FKDQFHV� WR� DOORFDWH� LPSRUWDQW�

UHVRXUFHV� WR� DXGLWLQJ� VXFK� DV� HPSOR\PHQW��

WHFKQRORJ\�� DQG� WUDLQLQJ� LQ� RUGHU� WR� SURWHFW�

their� clients� and� their� reputation� (Rusmin,�
2010,�Van�Caneghem*,�2004).�Besides,�since�
WKH\�KDYH�EHWWHU�UHSXWDWLRQ��WKH\�KDYH�PRUH�WR�

ORVH�LI�WKHLU�UHSXWDWLRQ�LV�GDPDJHG�LQ�FDVH�RI�

LQIHULRU�DXGLW�VHUYLFH�

The� ownership� structure� of� a� ¿rm� is�
FRQVLGHUHG�DQ�HIIHFWLYH�PDQDJHUV¶�PRQLWRULQJ�

mechanism,� so� it� plays� a� signi¿cant� role� in�
FRQVWUDLQLQJ� HDUQLQJV� PDQDJHPHQW�� 3ULRU�

OLWHUDWXUH� VXJJHVWV� WKDW� GLIIHUHQW� RZQHUVKLS�

VWUXFWXUHV� LPSO\� GLIIHUHQW� LQFHQWLYHV� WR�

control� and� monitor� a� ¿rm’s� management�
�0RUFN� HW� DO��� ������ 6KOHLIHU� DQG� 9LVKQ\��

�������)RU�H[DPSOH��RZQHUVKLS�FRQFHQWUDWLRQ�

LPSOLHV� WKH� OHYHO� RI� LQIRUPDWLRQ� DV\PPHWU\�

EHWZHHQ� PDQDJHUV� DQG� VKDUHKROGHUV�� DQG�

this� inÀuences� the� quality� of� earnings� and�
PDQDJHUV¶� DFFRXQWLQJ� FKRLFHV� �'RQQHOO\�

DQG� /\QFK�� ������ )DQ� DQG� :RQJ�� �������

7KH� TXDOLW\� RI� HDUQLQJV� LV� DOVR� DVVRFLDWHG�

ZLWK� GLIIHUHQW� W\SHV� RI� RZQHUVKLS�� )RU�

H[DPSOH��PDQDJHPHQW� RZQHUVKLS�PD\� KDYH�

D� QHJDWLYH� HIIHFW� RQ� HDUQLQJV� PDQDJHPHQW�

(War¿eld� et� al.,� 1995)� or� a� positive� effect�
GXH�WR�HQWUHQFKPHQW�RU�H[SURSULDWLRQ�HIIHFWV�

(Cheng� and� War¿eld,� 2005).� Other� studies�
LQYHVWLJDWH� ZKHWKHU� LQVWLWXWLRQDO� LQYHVWRUV�

KDYH� DQ� LPSDFW� RQ� HDUQLQJV� PDQDJHPHQW�

�&RUQHWW�HW�DO���������(EUDKLP���������:DQJ�

DQG� <XQJ� ������� LQYHVWLJDWH� WKH� LPSDFW� RI�

VWDWH� RZQHUVKLS� RQ� HDUQLQJV� PDQDJHPHQW�

DQG� GHPRQVWUDWH� WKDW� KLJKHU� OHYHOV� RI� VWDWH�
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RZQHUVKLS� WHQG� WR� SUHYHQW� WKLV� EHKDYLRU��

0DQDJHUV� LQ� GRPLQDWHG�VWDWH�RZQHUVKLS�

¿rms� have� fewer� incentives� to� inÀate�
HDUQLQJV� GXH� WR�GLIIHUHQW� LQFHQWLYH� VWUXFWXUH�

associated�with�this�kind�of�¿rms,�speci¿cally�
JXDUDQWHHG� FRPSHQVDWLRQ� SODQ� UDWKHU� WKDQ�

SD\� IRU�SHUIRUPDQFH�VFKHPH�DQG�VXSSRUWLYH�

credit� conditions�provided�by�state�¿nancial�
LQVWLWXWLRQV�� $GGLWLRQDOO\�� WKH� SURWHFWLRQ�

E\� WKH� JRYHUQPHQW� UHGXFHV� WKH� SUHVVXUH�

on� managers� to� manipulate� ¿rm-speci¿c�
information�in�state-owned�¿rms.

���0HWKRGRORJ\

6XVSHFWLQJ� WKDW� DXGLW� TXDOLW\� DQG� VWDWH�

RZQHUVKLS� KDYH� DQ� LPSDFW� RQ� HDUQLQJV�

PDQDJHPHQW�� ZH� SURSRVH� WKH� EHORZ� WZR�

K\SRWKHVHV�

+��� (QWHUSULVHV� DXGLWHG� E\� D� %LJ� )RXU�

FRPSDQ\�HQJDJH�OHVV�LQ�HDUQLQJV�PDQDJHPHQW�

WKDQ� GR� HQWHUSULVHV� DXGLWHG� E\� D� QRQ�%LJ�

Four�company.

H2:� Enterprises� with� high� proportion�
RI� VWDWH� RZQHUVKLS� HQJDJH� OHVV� LQ� HDUQLQJV�

PDQDJHPHQW� WKDQ� GR� HQWHUSULVHV� ZLWK� ORZ�

proportion�of�state�ownership.

0HDVXUHPHQW�RI�GHSHQGHQW�YDULDEOH

)ROORZLQJ� SULRU� OLWHUDWXUH� VXFK� DV�

Jones� (1991),� Becker� et� al.� (1998),� we� use�
GLVFUHWLRQDU\� DFFUXDOV�DV�SUR[\� IRU�HDUQLQJV�

PDQDJHPHQW�� 7RWDO� DFFUXDOV� FDQ� EH� GLYLGHG�

LQWR� WZR� FRPSRQHQWV�� QRQ�GLVFUHWLRQDU\�

DFFUXDOV� DQG� GLVFUHWLRQDU\� DFFUXDOV�� :H�

FDOFXODWH� WRWDO� DFFUXDOV� XVLQJ� DFFRXQWLQJ�

information�from�cash�Àow�statement:

ZKHUH� 7$
L�W
� is� total� accruals� of� ¿rm� L� LQ�

\HDU� W��Net_op_pro¿t
L�W
� is� operating� pro¿t� of�

¿rm�L� LQ�\HDU�W��&DVKBRS
L�W
� is�cash�Àow�from�

RSHUDWLQJ�DFWLYLWLHV�LQ�\HDU�W��$VVHW
L�W��
�LV�WRWDO�

assets�of�¿rm�L�LQ�\HDU�W���

Jones� (1991)� proposes� the� following�
PRGHO�WR�HVWLPDWH�QRQ�GLVFUHWLRQDU\�DFFUXDOV�

DQG�GLVFUHWLRQDU\�DFFUXDOV�

ZKHUH� 7$
L�W
� LV� WRWDO� DFFUXDOV� LQ� \HDU� W��

$VVHW
L�W��
� LV�WRWDO� DVVHWV� LQ�\HDU� W����∆REV

L�W
� LV�

WKH�FKDQJH�LQ�UHYHQXHV�IURP�\HDU�W���WR�\HDU�

W��33(
L�W
�is�¿xed�assets�in�year�W��7KLV�PRGHO�LV�

HVWLPDWHG�VHSDUDWHO\�IRU�HDFK�FRPELQDWLRQ�RI�

LQGXVWU\�DQG�FDOHQGDU�\HDU��1RQ�GLVFUHWLRQDU\�

accruals�is�measured�as�the�¿tted�value�from�
equation�(1).�Discretionary�accruals�is�de¿ned�
DV� WKH�GLIIHUHQFH�EHWZHHQ� WRWDO�DFFUXDOV�DQG�

QRQ�GLVFUHWLRQDU\�DFFUXDOV�

'HFKRZ�HW�DO���������LQGLFDWH�D�OLPLWDWLRQ�

of� the� Jones� (1991)� model� related� to� the�
GLVFUHWLRQDU\� UHYHQXHV� DQG� VXJJHVW� WKH�

Modi¿ed�Jones�model�as�follows:

ZKHUH�ΔREC
L�W
� LV� WKH� FKDQJH� LQ� DFFRXQWV�

UHFHLYDEOH�IURP�\HDU�W���WR�\HDU�W��7KLV�LWHP�LV�

LQFOXGHG�WR�FRQWURO�IRU�PDQDJHU¶V�GLVFUHWLRQ�LQ�

UHFRJQL]LQJ�DFFUXH�UHYHQXHV��'HFKRZ�HW�DO���



5(6($5&+�21�(&2120,&�$1'�,17(*5$7,21

(;7(51$/�(&2120,&6�5(9,(:1R������������� �

�������+RZHYHU��.RWKDUL�HW�DO�� �������VKRZ�

that� the� Jones� and� modi¿ed-Jones� models�
are� severely� mis-speci¿ed� when� applied� to�
VDPSOHV� H[SHULHQFLQJ� QRQ�UDQGRP� DQG� WKXV�

VXJJHVW� WKH� SHUIRUPDQFH�PDWFKHG� PRGHO� DV�

IROORZV�

ZKHUH� ROA
L�W��
� LV� LQFRPH� EHIRUH�

H[WUDRUGLQDU\� LWHPV�VFDOHG�E\� WRWDO�DVVHWV� LQ�

\HDU�W���

,Q� WKLV� SDSHU�� ZH� HVWLPDWH� GLVFUHWLRQDU\�

DFFUXDOV� VHSDUDWHO\� IRU� HDFK� FRPELQDWLRQ�RI�

LQGXVWU\�DQG�FDOHQGDU�\HDU�EDVHG�RQ�HDFK�RI�

WKH�DERYH�PHWKRGV��$�FRPELQDWLRQ�ZLWK�OHVV�

WKDQ� ��� REVHUYDWLRQV� LV� UHPRYHG� IURP� WKH�

VDPSOH��7KH�DEVROXWH�YDOXHV�RI�GLVFUHWLRQDU\�

accruals� (denoted� by� ABSDA1,� ABSDA2�
and�ABSDA3,� respectively)� are�used� as� the�
GHSHQGHQW�YDULDEOHV�LQ�RXU�PRGHOV�

,QGHSHQGHQW�YDULDEOHV

7R� WHVW� RXU� K\SRWKHVHV�� ZH� XVH� WZR�

YDULDEOHV�� %,*�� DQG� OWN_STATE�� %,*��
takes� 1� if� the� ¿rm� is� audited� by� one� of�
WKH� IRXU� DXGLWLQJ� FRPSDQLHV� �� 'HORLWWH��

3ULFHZDWHUKRXVH&RRSHUV�� (UQVW� 	� <RXQJ�

DQG�.30*��OWN_STATE� LV� WKH�SHUFHQWDJH�
of� state�ownership�in� the�¿rm.�Additionally,�
WR� WHVW� WKH� UREXVWQHVV� RI� LPSDFW� RI� VWDWH�

RZQHUVKLS� RQ� HDUQLQJV� PDQDJHPHQW��

IROORZLQJ�:DQJ�DQG�<XQJ���������ZH�UHSODFH�

OWN_STATE�E\�STATE30��ZKLFK�HTXDOV�WR���
if�a�¿rm’s�state�ownership�is�higher�than�30%,�
DQG���RWKHUZLVH�

&RQWURO�YDULDEOHV

&RUSRUDWH� JRYHUQDQFH� LV� GHVLJQHG�

to� mitigate� conÀicts� of� interest� between�
PDQDJHUV� DQG� VKDUHKROGHUV�� DQG� WKXV� LV�

H[SHFWHG� WR� UHGXFH� HDUQLQJV� PDQDJHULDO�

EHKDYLRUV� LQ� FRUSRUDWLRQV�� 3ULRU� OLWHUDWXUH�

KDG� SURYLGHG� HYLGHQFH� RQ� WKH� UHODWLRQVKLS�

EHWZHHQ� FRUSRUDWH� JRYHUQDQFH� RQ� HDUQLQJV�

PDQDJHPHQW��VHH�&KLQJ�HW�DO�����������*DUFtD�

Meca�and�Sánchez-Ballesta�(2009);�Davidson�
HW�DO����������&RUQHWW�HW�DO���������DQG�*KRVK�

HW� DO�� ��������� 7KXV�� WKUHH� FRQWURO� YDULDEOHV�

UHODWHG� WR� FKDUDFWHULVWLFV� RI� ERDUG� �'8$/�

duality;� IND� -� independence� of� board� and�
BOARD_SIZE� -� size� of� board� of� directors��
DQG� WKUHH� YDULDEOHV� RI� RZQHUVKLS� �OWN_
MNG� -� ownership� of� managers;� OWN_
CON� -� ownership� of� block� shareholders�
and� OWN_FR� -� foreign� ownership�� DUH�
LQFOXGHG� LQ� WKH� PRGHO�� )LQDOO\�� IROORZLQJ�

SULRU� OLWHUDWXUH� RQ� HDUQLQJV� PDQDJHPHQW�

VXFK� DV� 0DUUDNFKL� &KWRXURX� HW� DO�� ��������

*KRVK� HW� DO�� ������� DQG� &KHQ� HW� DO�� �������

several� ¿rm� characteristics� variables� (ROA-
¿rm� performance;� CFOA� -� operating� cash�
Àows;�LEV-leverage;�LOSS-� suspected�¿rms;�
BM-Book-to-Market� ratio;� GROWTH� -� ¿rm�
growth�and�SIZE-¿rm�size��DUH�DOVR�LQFOXGHG�
DV�FRQWURO�YDULDEOHV��0HDVXUHPHQW�RI�FRQWURO�

YDULDEOHV� DUH� SUHVHQWHG� ODWHU�� )LQDOO\�� \HDUO\�

DQG�LQGXVWU\�GXPPLHV�DUH�DOVR�LQFOXGHG�LQ�WKH�

model.�Our�¿nal�model�is�as�below:
(0

L�W�
=�α0�+�α�

%,*�
L�W
�+�α2OWN_STATEL�W

���

α3BOARD_SIZEL�W
� +� α

�
,1'

L�W
� +α

�
'8$/

L�W
� ��

α
�
OWN_MNG

L�W
�+�α7OWN_CONL�W

�+�α
�
OWN_

FR
L�W
� +� α

�
ROA

L�W
� +� α10CFOAL�W

� +� α
��
/(9

L�W
� ��

α12LOSSL�W� +� α13%0L�W
� +� α

��
GROWTH

L�W
� ��

α
��
SIZE

L�W
�+�Σβ

W
<HDU

W
�+�Σλj,QGXVWU\j�+�εL�W

����

ZKHUH�

(0 � SUR[LHV� IRU� HDUQLQJV� PDQDJHPHQW�

PHDVXUHG� E\� WKH� DEVROXWH� YDOXH� RI�

discretionary� accruals� ABSDA1,� ABSDA2�
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and� ABSDA3,� which� are� estimated� from�
the� Jones� (1991),� Modi¿ed� Jones� and�
SHUIRUPDQFH�PDWFKHG�PRGHOV��UHVSHFWLYHO\�

BIG4�=�1�if� the�¿rm�is�audited�by�one�of�
the�four�Big�Four�companies,�0�otherwise

2:1B67$7( � SHUFHQWDJH� RI� VWDWH�

RZQHUVKLS

BOARD_SIZE=� the�number�of�members�
LQ�WKH�ERDUG

,1' � WKH� QXPEHU� RI� QRQ�H[HFXWLYH�

PHPEHUV�LQ�WKH�ERDUG�GLYLGHG�E\�WKH�QXPEHU�

RI�PHPEHUV�RI�WKH�ERDUG

'8$/ ���LI� WKH�FKDLUPDQ�LV� WKH�&(2����

RWKHUZLVH

2:1B01* � WRWDO� SHUFHQWDJH� RI�

RZQHUVKLS�E\�WKH�ERDUG�RI�PDQDJHPHQW

2:1B&21 � WRWDO� RZQHUVKLS� RI�

shareholders�holding�at�least�5%�of�shares

OWN_FR=� percentage� of� foreign�
RZQHUVKLS

ROA=�Income�before�extraordinary�items�
VFDOHG�E\�WRWDO�DVVHWV

CFOA=� Operating� cash� Àow� scaled� by�
WRWDO�DVVHWV�DW�WKH�EHJLQQLQJ

/(9 �/RQJ�WHUP�OLDELOLWLHV�VFDOHG�E\�WRWDO�

DVVHWV

/266� ���LI�WKH�HDUQLQJV�LQ�WKH�SUHYLRXV�

WZR�\HDUV�DUH�OHVV�WKDQ�]HUR����RWKHUZLVH

BM=�Book-to-market�ratio

GROWTH� =� the� percentage� change�
of� sales,� i.e.� (Revenues

W
� –� Revenues

W��
�� ��

Revenues
W��
�

SIZE=�Natural�logarithm�of�total�assets.

+��DQG�+��PHDQ�WKDW�α
�
�DQG�α2�DUH�H[SHFWHG�

WR� EH� QHJDWLYH�� UHVSHFWLYHO\�� :H� XVH� WKH�

RUGLQDU\� OHDVW� VTXDUHV� �2/6��PHWKRG� WR� WHVW�

RXU� K\SRWKHVHV� DV� WKLV�PHWKRG� LV� FRPPRQO\�

XVHG� LQ� SULRU� UHVHDUFK� DERXW� DFFUXDO�EDVHG�

HDUQLQJV�PDQDJHPHQW��VXFK�DV� LQ�&KHQ�HW�DO��

�������� *RQ]iOH]� DQG� *DUFtD�0HFD� ��������

;LH� HW� DO�� �������� )RU� UREXVWQHVV� FKHFN�� ZH�

DOVR� HPSOR\� WKH� FURVV�VHFWLRQDO� WLPH�VHULHV�

IHDVLEOH� JHQHUDOL]HG� OHDVW� VTXDUHV� UHJUHVVLRQ�

�)*/6�� WR� UHPHG\� DQ\� SRVVLEOH� ELDV� GXH�

WR� KHWHURVNHGDVWLFLW\� DQG� VHULDO� FRUUHODWLRQ��

LPSURYLQJ� WKH� UHOLDELOLW\� RI� WKH� HVWLPDWHG�

SDUDPHWHUV�� DQG� WR� PDNH� VXUH� WKDW� WKH�

UHJUHVVLRQ� UHVXOWV� IURP� WKH� HPSLULFDO� PRGHO�

DUH�FRQVLVWHQW�

���'DWD�DQG�GHVFULSWLYH�VWDWLVWLFV

We�collect�¿nancial�data�of�all�¿rms�listed�
RQ� WKH� +R� &KL� 0LQK� 6WRFN� ([FKDQJH� DQG�

+DQRL� 6WRFN� ([FKDQJH� IURP� ����� WR� �����

IURP�9LHWVWRFN�ZHEVLWH��'DWD�RQ�JRYHUQDQFH�

FKDUDFWHULVWLFV� DQG� RZQHUVKLS� VWUXFWXUH� DUH�

provided� by�Vietstock.� Data� on� audit� ¿rms�
DUH� SURYLGHG� E\� 6WR[SOXV�� H[FHSW� IRU� GDWD�

LQ� ����� ZKLFK� LV� FROOHFWHG� IURP� 9LHWVWRFN�

website.� We� use� industry� classi¿cation� by�
9LHWVWRFN�� ZKLFK� LV� EDVHG� RQ� 7KH� 1RUWK�

American� Industry� Classi¿cation� System.�
We� also� exclude� ¿nancial� ¿rms� for� the�
SDUWLFXODULWLHV� LQ� WKHLU� RSHUDWLRQDO� DFWLYLWLHV��

$IWHU� HVWLPDWLQJ� GLVFUHWLRQDU\� DFFUXDOV�� ZH�

exclude�1%�observations�with�smallest�values�
and�1%�observations�with�highest�values.�A�
WRWDO�RI����REVHUYDWLRQV�ZHUH�H[FOXGHG��2XU�

¿nal�data�include�3879�¿rm-year�observations�
UDQJLQJ�IURP������WR������

7DEOH� �� SURYLGHV� D� SUHOLPLQDU\�

FRPSDULVRQ� LQ� VRPH� NH\� YDULDEOHV� EHWZHHQ�

¿rms� audited� by� one� of� the� Big� Four� (Big�
4� ¿rms)� and� the� others� (Non-Big� 4� ¿rms).�
The� mean/median� value� of� ABSDA1� in�
Big� 4� ¿rms� (0.0801/0.0597)� is� signi¿cantly�
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lower� than� that� in� Non-Big� 4� ¿rms�
(0.0922/0.0702),� suggesting� that� ¿rms�
with�Big� 4� auditors� have� less� discretionary�
DFFUXDOV� WKDQ� WKRVH� DVVRFLDWHG� ZLWK� RWKHU�

DXGLWRUV�� 6LPLODU� UHVXOWV� DUH� REWDLQHG� ZLWK�

other�two�proxies�(ABSDA2�and�ABDDA3)�

RI� HDUQLQJV� PDQDJHPHQW�� 0RUHRYHU�� WKH�

signi¿cant�difference�in�ROA,�LEV,�BM�and�
SIZE� of� the� two� subsamples� indicates� that�
Big�4-¿rms�have�better�performance,�higher�
OHYHUDJH� DQG� KLJKHU� JURZWK� DQG� ODUJHU� VL]H�

than�Non-Big4�¿rms.

7DEOH� �� SURYLGHV� D� FRPSDULVRQ� RI� VRPH�

key� variables� between� ¿rms� with� state�
ownership� from� 30%� (STATE30� ¿rms)�
and� the� others� (non-STATE30� ¿rms).� The�
mean� value� of�ABSDA1� in� STATE30�¿rms�
(0.0861)� is� signi¿cantly� lower� than� that� in�
1RQ�67$7(��� ���������� VXJJHVWLQJ� WKDW�

¿rms�with� higher� state� ownership�have� less�
GLVFUHWLRQDU\�DFFUXDOV�WKDQ�WKHLU�FRXQWHUSDUWV��

6LPLODU�UHVXOWV�DUH�DOVR�REWDLQHG�ZLWK�RWKHU�WZR�

proxies�(ABSDA2�and�ABSDA3)�of�earnings�
PDQDJHPHQW��2QO\�WKH�PHGLDQ�GLIIHUHQFH�RI�

WKH� WKLUG� SUR[\� RI� HDUQLQJV� PDQDJHPHQW� LV�

signi¿cant,� however,� all� the� three� median�

Table�1.�Mean/median�differences�between�Big�4�and�Non-Big�4�¿rms

Big�4�¿rms Non-Big�4�¿rms 0HDQ�

GLIIHUHQFHV

0HGLDQ�

GLIIHUHQFHV9DULDEOHV 0HDQ 0HGLDQ 0HDQ 0HGLDQ

ABSDA1 ������ ������ ������ ������ �������


 �������




������� �������

ABSDA2 ������ ������ ������ ������ �������


 �������




������� �������

ABSDA3 ������ ������ ������ ������ �������


 ��������




������� �������

ROA ������ ������ ������ ������ ������

 ������



������ ������

/(9 ������ ������ ������ ������ ������


 ������




������ ������

BM ������ ������ ������ ������ �������


 �������




������� �������

SIZE ������� ������� ������� ������� ������


 ������




������� �������

ABSDA1,�ABSDA2�and�ABSDA3�are�the�absolute�value�of�discretionary�accruals�estimated� from�
the� Jones� (1991),�Modi¿ed� Jones� and� performance-matched�models� (equation� (3),� (4)� and� (5)),�
respectively.� ROA:� Income� before� extraordinary� items� scaled� by� total� assets,� LEV:� Long-term�
liabilities�scaled�by�total�assets,�BM:�Book-to-market�ratio,�SIZE:�Natural�logarithm�of�total�assets.�
(***)�and�(**)�indicate�signi¿cance�at�the�1%�and�5%�level,�respectively.�T-statistics�are�presented�
in�parentheses.
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values� are� lower� for� the� STATE30� ¿rms.�
Moreover,�the�signi¿cant�difference�in�ROA,�
LEV,�BM� and� SIZE�of� the� two� subsamples�

indicates� that� STATE30-¿rms� have� better�
SHUIRUPDQFH��KLJKHU�OHYHUDJH��KLJKHU�JURZWK�

and�larger�size�than�Non-STATE30�¿rms.

7DEOH� �� VKRZV� WKH� 3HDUVRQ� FRUUHODWLRQ�

PDWUL[� RI� WKH� WKUHH� SUR[LHV� RI� HDUQLQJV�

PDQDJHPHQW� DQG� FRQWURO� YDULDEOHV�� $V�

H[SHFWHG�� DOO� WKUHH� SUR[LHV� RI� HDUQLQJV�

management� and� BIG4� are� negatively�
FRUUHODWHG������������������������������7KH�

results�imply�that�Big�4�¿rms,�on�average,�
manage� earnings� less� than� Non-Big� 4�
¿rms.�We�also�¿nd�a�signi¿cantly�negative�

FRUUHODWLRQ� EHWZHHQ� 2:1B67$7(� DQG�

WKUHH� SUR[LHV� RI� HDUQLQJV� PDQDJHPHQW�

���������� ��������� ���������� LQGLFDWLQJ�

WKDW� KLJKHU� VWDWH� RZQHUVKLS� PD\� KHOS�

UHGXFH� HDUQLQJV� PDQDJHULDO� EHKDYLRUV��

6LQFH� ZH� GR� QRW� REVHUYH� DQ\� H[WUHPH�

FRUUHODWLRQ� DPRQJ� LQGHSHQGHQW� YDULDEOHV��

PXOWLFROOLQHDULW\� VKRXOG� QRW� EH� D� FRQFHUQ�

LQ�RXU�UHJUHVVLRQV�

Table�2.�Mean/median�differences�between�STATE30�and�NON-STATE30�¿rms

STATE30�¿rms NON-STATE30�¿rms 0HDQ�

GLIIHUHQFHV

0HGLDQ�

GLIIHUHQFHV
9DULDEOHV 0HDQ 0HGLDQ 0HDQ 0HGLDQ

ABSDA1 ������ ������ ������ ������ �������

 �������

������� �������

ABSDA2 ������ ������ ������ ������ �������

 �������

������� �������

ABSDA3 ������ ������ ������ ������ �������


 �������




������� �������

ROA ������ ������ ������ ������ ������


 ������




������ ������

/(9 ������ ������ ������ ������ ������


 ������




������ ������

BM ������ ������ ������ ������ �������


 �������




������� �������

SIZE ������� ������� ������� ������� ������

 ������

������ ������

ABSDA1,�ABSDA2�and�ABSDA3�are�the�absolute�value�of�discretionary�accruals�estimated�from�the�
Jones�(1991),�Modi¿ed�Jones�and�performance-matched�models�(equation�(3),�(4)�and�(5)),�respectively.�
ROA:� Income�before� extraordinary� items�scaled� by� total� assets,�LEV:�Long-term� liabilities� scaled�
by� total�assets,�BM:�Book-to-market�ratio,�SIZE:�Natural�logarithm�of�total�assets.� (***)�and�(**)�
indicate�signi¿cance�at�the�1%�and�5%�level,�respectively.�T-statistics�are�presented�in�parentheses.
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���5HJUHVVLRQ�UHVXOWV

7DEOH���UHSRUWV�WKH�UHJUHVVLRQ�UHVXOWV�XVLQJ�

WKH� 2/6� UHJUHVVLRQ� WR� WHVW� RXU� K\SRWKHVHV��

The� regression� coef¿cients� on� BIG4� in� all�
VL[� PRGHOV� DUH� QHJDWLYH� DQG� VWDWLVWLFDOO\�

signi¿cant�at�the�level�of�5%.�These�outcomes�
DUH�FRQVLVWHQW�ZLWK�WKH�UHVXOWV�LQ�7DEOH���DQG�

Table� 3,� which� show� that� ¿rms� audited� by�
one� of� the�Big� Four� companies� have� lower�
GLVFUHWLRQDU\�DFFUXDOV�WKDQ�WKH�RWKHUV��7KHVH�

results� support� our� ¿rst� hypothesis� that� the�
high�auditing�quality�of�Big�Four�companies�
UHGXFHV� HDUQLQJV� PDQDJHULDO� EHKDYLRUV� RI�

audited� ¿rms.�According� to�Rusmin� (2010),�
Big� Four� companies� have� better� available�
UHVRXUFHV� DQG� SURIHVVLRQDO� WUDLQLQJ� DQG�

H[SHUWLVH�� 0RUHRYHU�� WKHLU� UHSXWDWLRQ� DOVR�

PRWLYDWHV� WKHP� WR� FRQGXFW� KLJK� DXGLWLQJ�

TXDOLW\� E\� FDXWLRXVO\� VFUXWLQL]LQJ� WKHLU�

clients’� ¿nancial� reports.� Our� ¿nding� is� in�
line�with�the�studies�by�Becker�et�al.�(1998)�
LQ� WKH� 86� PDUNHW�� .LWLZRQJ� ������� LQ� WKH�

6RXWKHDVW� $VLDQ� FRXQWULHV� DQG� VWXGLHV� E\�

$O]RXEL���������)UDQFLV�DQG�6FKLSSHU���������

9DQ�7HQGHORR�DQG�9DQVWUDHOHQ��������

The� coef¿cients� on� OWN_STATE� and�
67$7(���LQ�DOO�VL[�PRGHOV�DUH�DOVR�QHJDWLYH�

and�statistically�signi¿cant�at�the�level�of�5%�
ZKLFK� LV� LQ� OLQH� ZLWK� WKH� UHVXOWV� LQ�7DEOH� ��

and�Table�3.�This�¿nding�supports�our�second�
K\SRWKHVLV� UHJDUGLQJ� VWDWH� RZQHUVKLS¶V�

LPSDFW�RQ�HDUQLQJV�PDQDJHPHQW��7KLV�PHDQV�

that� ¿rms� with� dominated� state� ownership�
FRQGXFW� OHVV� HDUQLQJV� PDQDJHPHQW�� 7KLV�

¿nding� is� in� contrast� to� the� common�notion�
WKDW� FRPSDQLHV� ZLWK� GRPLQDWHG� VWDWH�

RZQHUVKLS� DUH� UHODWHG� WR� ORZHU� TXDOLW\� LQ�

SURYLGLQJ� DFFRXQWLQJ� LQIRUPDWLRQ�� 7KHUH�

DUH� VRPH� SRVVLEOH� H[SODQDWLRQV� IRU� WKH�

earnings� quality� of� ¿rms� with� dominated�

VWDWH� RZQHUVKLS� DV� PHQWLRQHG� LQ� :DQJ� DQG�

<XQJ� �������� )LUVWO\�� WKH� JRYHUQPHQW� FDQ�

DFW� DV� D� JRRG� PRQLWRU� WKDW� KHOSV� SUHYHQW�

PDQDJHUV� IURP� HDUQLQJV� PDQDJHPHQW��

6HFRQG�� WKH� SURWHFWLRQ� E\� WKH� JRYHUQPHQW�

PD\� UHGXFH� WKH� SUHVVXUH� RQ� PDQDJHUV� RI�

state-owned� enterprises� to� inÀate� earnings.�
0HDQZKLOH�� DQRWKHU�DUJXPHQW� LQ�'LQJ�HW� DO��

�������FDQ�DOVR�H[SODLQ�RXU�UHVXOWV��7KH�PRUH�

privatizing�¿rms�have�weaker�position�in�the�
market,�due�to�speci¿c�political�and�historical�
IDFWRUV�� +HQFH�� WKH\� DUH� XQGHU� KLJKHU�

pressure� to�report�a�better-than-real�¿nancial�
SHUIRUPDQFH�WR�PHHW�WKH�PDUNHW�H[SHFWDWLRQV�

7KH� PRGHO� LQFOXGHV� WKH� YDULDEOHV�

BOARD_SIZE,� IND,�DUAL,�OWN_MNG,�
OWN_CON,�OWN_FR,�ROA,�CFOA,�LEV,�
LOSS,�BM,�GROWTH�and�SIZE�to�address�
WKH�SRVVLELOLW\�WKDW�GLVFUHWLRQDU\�DFFUXDOV�DUH�

FRUUHODWHG�ZLWK� WKHVH� YDULDEOHV��:KLOH�RWKHU�

FRQWURO�YDULDEOHV�DOPRVW�VKRZ�QR�UHODWLRQVKLS�

with�discretionary�accruals,�the�coef¿cient�of�
LEV�is�negative�and�statistically�signi¿cant�at�
the�level�of�1%�in�six�models,�suggesting�that�
highly�levered�¿rms�are�less�likely�to�engage�
LQ� HDUQLQJV� PDQDJHPHQW�� FRQVLVWHQW� ZLWK�

3DUN� DQG� 6KLQ� ��������$OSKRQVH� DQG� +DQJ�

(2015).�The�coef¿cients�of�BM�are�negative�
and� signi¿cant� in� six� regressions,� implying�
that� low-growth� (high� BM)� ¿rms� are� less�
OLNHO\� WR� SUDFWLFH� HDUQLQJV� PDQDJHPHQW�� LQ�

OLQH�ZLWK�WKH�VWXGLHV�E\�&KHQ�HW�DO���������DQG�

Alzoubi�(2016).�Coef¿cients�of�OWN_MNG�
LQ�WKH�UHJUHVVLRQ�����DQG�����DUH�DOVR�QHJDWLYH�

and�statistically�signi¿cant�at�the�levels�of�5%�
and� 10%,� respectively.� The� result� indicates�
WKDW� WKH� KLJKHU� WKH� PDQDJHPHQW� RZQHUVKLS�

DFFRXQWV�LQ�WKH�RXWVWDQGLQJ�VKDUHV��WKH�ORZHU�

the�probability�that�a�¿rm�conducts�earnings�
PDQDJHPHQW�� LQ� DFFRUGDQFH� ZLWK� *RQ]iOH]�

DQG�*DUFtD�0HFD��������
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VARIABLES ABSDA1 ABSDA1 ABSDA2 ABSDA2 ABSDA3 ABSDA3
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������� ������� ������� ������� ������� �������

,1' �������� �������� �������� �������� �������� ��������
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ROA �������� ������� �������� �������� ������� �������
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&)2$ ������
 ������
 ������ ������ ������
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 �������
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BM ��������
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VARIABLES ABSDA1 ABSDA1 ABSDA2 ABSDA2 ABSDA3 ABSDA3

Year�¿xed�effect <HV <HV <HV <HV <HV <HV

Industry� ¿xed�
HIIHFW

<HV <HV <HV <HV <HV <HV

&RQVWDQW �����


 �����


 �����


 �����


 �����


 �����




������ ������ ������ ������ ������ ������

2EVHUYDWLRQV ����� ����� ����� ����� ����� �����

R-squared ����� ����� ����� ����� ����� �����

ABSDA1,�ABSDA2�and�ABSDA3�are�the�absolute�value�of�discretionary�accruals�estimated�from�the�Jones�
(1991),�Modi¿ed�Jones�model�and�performance-matched�model�(equation�(3),�(4)�and�(5)),�respectively.�
BIG4�is�a�dummy,�which�takes�1�the�¿rm�is�audited�by�one�of� the�four�Big�4�companies,�0�otherwise.�
OWN_STATE=�state�ownership�(counted�only�if�state�ownership�is�5%�or�higher).�STATE30�is�a�dummy,�
which�takes�1�if�a�¿rm’s�state�ownership�is�higher�than�30%,�and�0�otherwise.�BOARD_SIZE=�number�
of�members�in�the�board;�IND=�number�of�non-executive�members�in�the�board�divided�by�the�number�of�
members�of�the�board;�DUAL�is�a�dummy�which�takes�1�if�the�chairman�is�also�the�CEO;�OWN_MNG=�
total�ownership�of�the�board�of�management;�OWN_CON=�total�ownership�of�shareholders�holding�at�
least�5%�of�shares;�OWN_FR=�Total�foreign�ownership�(counted�only�if�the�foreign�ownership�is�5%�or�
higher).�ROA=�Income�before�extraordinary�items�scaled�by�total�assets,�CFOA=�Operating�cash�Àow�
scaled�by�lagged�total�assets;�LEV=�Long-term�liabilities�scaled�by�total�assets;�LOSS�is�a�dummy�which�
takes�1�if�the�earnings�in�the�previous�two�years�are�less�than�zero,�0�otherwise;�BM=�Book-to-market�
ratio,�GROWTH�=�(Revenuet�–�Revenuet-1)�/�Revenuet-1,�SIZE:�Natural�logarithm�of�total�assets.
(***),� (**),� (*)� indicate� signi¿cance� at� the� 1%,� 5%� and� 10%� level,� respectively.� T-statistics� are�
SUHVHQWHG�LQ�SDUHQWKHVHV

7DEOH���UHSRUWV�WKH�UHJUHVVLRQ�UHVXOWV�XVLQJ�WKH�)*/6�PHWKRG��,W�FDQ�EH�VHHQ�WKDW�FRPSDUHG�

WR�WKH�2/6�PHWKRG��HVWLPDWHV�XVLQJ�)*/6�DUH�QRW�PXFK�VWDWLVWLFDOO\�GLIIHUHQW��+RZHYHU��WKH�

coef¿cients�of�our�key�independent�variables�such�as�BIG4,�OWN_STATE,�STATE30�are�still�
negative�and�statistically�signi¿cant,�which�supports�our�hypotheses.

7DEOH����5HJUHVVLRQ�UHVXOWV�XVLQJ�)*/6
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VARIABLES ABSDA ABSDA ABSDA1 ABSDA1 ABSDA2 ABSDA2
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Year�¿xed�effect <HV <HV <HV <HV

Industry� ¿xed�
HIIHFW

<HV <HV <HV <HV
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VARIABLES ABSDA ABSDA ABSDA1 ABSDA1 ABSDA2 ABSDA2
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2EVHUYDWLRQV ����� ����� ����� �����
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ABSDA1,�ABSDA2�and�ABSDA3�are�the�absolute�value�of�discretionary�accruals�estimated�from�the�
Jones� (1991),�Modi¿ed�Jones�model� and�performance-matched�model� (equation� (3),� (4)�and� (5)),�
respectively.�BIG4�is�a�dummy,�which�takes�1�the�¿rm�is�audited�by�one�of�the�four�Big�4�companies,�0�
otherwise.�OWN_STATE=�state�ownership�(counted�only�if�state�ownership�is�5%�or�higher).�STATE30�
is�a�dummy,�which�takes�1�if�a�¿rm’s�state�ownership�is�higher�than�30%,�and�0�otherwise.�BOARD_
SIZE=�number�of�members�in�the�board;�IND=�number�of�non-executive�members�in�the�board�divided�
by�the�number�of�members�of�the�board;�DUAL�is�a�dummy�which�takes�1�if�the�chairman�is�also�the�
CEO;�OWN_MNG=�total�ownership�of�the�board�of�management;�OWN_CON=�total�ownership�of�
shareholders�holding�at�least�5%�of�shares;�OWN_FR=�Total�foreign�ownership�(counted�only�if�the�
foreign�ownership�is�5%�or�higher).�ROA=�Income�before�extraordinary�items�scaled�by�total�assets,�
CFOA=�Operating�cash�Àow�scaled�by�lagged�total�assets;�LEV=�Long-term�liabilities�scaled�by�total�
assets;�LOSS�is�a�dummy�which�takes�1�if�the�earnings�in�the�previous�two�years�are�less�than�zero,�
0�otherwise;�BM=�Book-to-market�ratio,�GROWTH�=�(Revenuet�–�Revenuet-1)�/�Revenuet-1,�SIZE:�
Natural�logarithm�of�total�assets.
(***),� (**),� (*)� indicate� signi¿cance� at� the� 1%,� 5%� and� 10%� level,� respectively.� T-statistics� are�
SUHVHQWHG�LQ�SDUHQWKHVHV

���&RQFOXVLRQ

The�results�indicate�that�the�presence�of�Big�
)RXU�DXGLWRUV� KHOSV� WR� UHGXFH�DFFUXDO�EDVHG�

earnings�management.�Big�Four�auditors�tend�
WR� GHWHFW� DJJUHVVLYH� DQG� ULVN\� DFFRXQWLQJ�

PHWKRGV��REMHFW�WR�WKH�XVH�RI�WKHVH�PHWKRGV�

and�to�make�the�audited�¿nancial�statements�
in�compliance�with�the�standards.�We�also�¿nd�
that� ¿rms� with� dominated� state� ownership�
FRQGXFW� OHVV� HDUQLQJV� PDQDJHPHQW� WKDQ�

their� counterparts.�This�¿nding�is�consistent�
ZLWK�WKH�DUJXPHQW�E\�:DQJ�DQG�<XQJ��������

WKDW� JRRG� PRQLWRU� UROH� RI� WKH� JRYHUQPHQW�

KHOSV� WR� SUHYHQW� HDUQLQJV� PDQDJHPHQW�� RU�

WKH� SURWHFWLRQ� E\� WKH� JRYHUQPHQW� RQ� WKHVH�

¿rms�may� reduce� the� pressure�on�managers�
to� inÀate� earnings.� The� results� support� our�
K\SRWKHVHV�RQ�WKH�LPSDFWV�RI�DXGLW�TXDOLW\�DQG�

VWDWH� RZQHUVKLS� RQ� DFFUXDO�EDVHG� HDUQLQJV�

PDQDJHPHQW�LQ�9LHWQDP�
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