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A Study of Real Earnings Management Behavior
in Context

Chi, WuChun® Wang, ChenChin™ Hwang,LongJainn™

Abstract: Unlike prior studies, which focus mainly on accruals-based earnings
management, this one examines real earnings management in the context of
related-party transactions and accruals-based earnings management, as well as the
relations between them, when firms have incentive to manipulate their earnings
upward. We find that firms with such an incentive use not only accruals-based
earnings management but also real activities to conduct earnings management. In
addition, we find evidence that real earnings management and related-party
transactions are in effect substitutive: using one allows a firm to use less of the other
with the same effect. We also find that there is a positive relation between audit
quality and the level of real earnings management. Our paper suggests an unintended
consequence of higher quality auditors constraining accruals earnings management:
firms resort to real earnings management. Finally, consistent with the theory of
incentive, such phenomena disappear from firms that do not have incentive to

manipulate earnings upward.
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Lys and Vincent, 2001; Jain and Kini 1994; Rangan 1998; Teoh et. al. 1998a; Cohen
and Zarowin2010) - @ F %} £ ¥ 2 1 ES FHRP I B FAERFFDLEE
LR SRR B R AN 2 AR R SRR (i
Ko A2 BR-HFHg o4 3E ?q%?ﬂmpﬁqﬂf E¥idsd BmaMfJ:}%
%@?ﬁﬁﬁiﬁ%?ﬁa?’“gﬁﬁa?é?mﬁ%?ﬂ’ﬂﬁ’+Piﬁ
5P 0 A% B3R B (ACCRUALS) 7 & 374 % 8 B A S niv
$7 4] % #icz. Modified Jones Model i 3+ #% /414 J& 3+ #ic(Kothari et al., 2005) - £ §8 @
TOoOAMTL MRS AFTHREIREFES )0a (4) AP IRELA T L Han
B2 ¥ 3t #i(ACCRUALS) :

TA,=b,+b,(1/Assets, , )+b,ASales; +b,PPE, +b,ROA, U, ..ooovvvrrirrirrirnnn. 4)

e gl ehe FRAPM 2 gl £ FRE SR T R DY Hoc0
PR B E(LMVE): & PR ] e 2 gk u%‘”ﬂf Fl e ”ﬁﬁm i
A4 2 AR A B o A f 3 & (Growth_Sales){r e ¢ £ 3 M%) F o
PIE 5 2B (LEV) 2 3§ 3% & 5 (DISSUE)fr#1 & ¥ ¢hig ;.]@4 c I F A
(TURN)2 & & & i FAREPS)#I £ 25 i+ BEN A4 - AT ERHF
(ACFO)22i% fr » %7 fa b 2 R e o 2 PIEH § 2 7 RP(LMVE)AE+ ~ & f & £
(Growth_Sales)4% § ~1f ¥+ #2 & (LEV) %2 & § § & 5 (DISSUE)A& 4 ~ 7 & % 4 5
(TURN)A% % > B2 & D2 AR 034 715 B onE i 0w o 248 o

FOPTRATHREMT - FAVEFUE LR BFR 2PV i g Fla
hEgieFR f@? W s (T I Hp S iR B **fig A i;‘%:b\ﬁ‘ AT 5 o Flpt A2

Ba- Fi £ % fg Pig FIpE o p X L EXHE P g nf B Rt
B/fki ’g l"7f§i\a4tﬁ ?yé@mﬁ%?’;o};‘]*ﬂ‘éfflﬁ'jgl/ﬁéﬁ»’j\lfﬂ

TR ’1’%';: 12 3% Fl(Incentive) (* 5 G ¥ fic > @ AP F F @A F LT L 7
B T 4_’F15' i R E & 2w R IeT
Incentive=a,+ a REM+a,ACCRUALS+a,LMVE++a,Growth_Sales
+a,LEV+a,DISSUE+a, TURN+a,EPS+a,ACFO+e ~ woeveeeeee: (&)

HY iz 40T
Incentive=§ £ ¥ THHF TV BB G M ER T AT BFOLE S 1
Hi 500
REM = i 4% 12 % #ic > 4 Cohen et al.(2008) 2 % &% :
Std CFO: #REit2 B F FERETE(FFEHE LD v

=)
Std PROD : 2 R ¥R 2 A2 55 (F FEHF LD
w §FE)

6 Barth, Landsman and Lang(2008):. & %;;‘H% *RYE S EAAS)N S € L B R Y
Flcs LFHT IASHpth¥dc 02 1) p s 4R At Sk -
ToggcehiR R R R = [Rlk— ST %)/ R R E £
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Std_DISX : itz B ¥ £t N FZPERhf v §E)
REM Index : —i&# it 18 ¥ 3 £t £ (Std CFO)+ & it (3
¥ 4 A2 ~(Std PROD)— £ ¥ #4414 4 o
(Std_DISX)
ACCRUALS = ¢ & «rJones (1991)#-3] ¢ 2. B ¥ &+t ¥ > & iz y5Kothari et al.
(2005)2& sk 44l e 2P € 3+ 5 2% 5
LMVE = 2 2 e (& B4 ;
Growth_Sales = 4 | = & |2 ;
LEV = 2 @ i & f2R
DB&E=%‘$%%*:
TURN = § & % 4 % ;
HS=2?mﬁ&4&§%§
ACFO=AHRENERIPRENEZFEBTRAT A o
BE ST L RFHDLF T E A IZ(REM)E 4 23 Fl2 B bl o
'ri’?ﬁﬂﬂﬁ—‘ﬁizz ek b ihe Bt Y hy AT g R» B AP s
LB __i,aﬁmﬁwgwwwﬁ‘ 1k@g@% THEEd v Fhhin
IECAPRLAFRFEAFIPRT 0 2P F A A ﬁviggxﬁf’r’#}]ﬁ}q\
?Eﬁﬁ &% ()5 ¢ 48 B3 P shACCRUALS 1 2 el KRG 2 40§ 520
REM Indexz f4#cta s 1 8.°% ¢ pt ¢4 | #3889 Std CFO ~ Std PROD % Std DISX
GlcA B EF BT f R AL IR EATFIV A PEARKAEFTRED
CTRBDOBAERALAZ TR MR RESOR GG

“BRAE

\m\\a

e

N

e

1

MARARE G EEVALFRERFZ TP ML HRTRE F T %2
FroveorRRTBGEAE L 0F* REAEFDPHEREL L (4r,Cheung
et al.,2008; Hu, Shen and Xu, 2009; Jian and Wong, 2010; Lin, Liu and Keng,
2010) » FI #REM A L F B H i PP IR B2 OB RApAE & o T
I TR R ma;gk‘;}?m,g?;wg bt PAEEATLERT R
PHFRUABGARISEAB T SMAT N RL I L ok ¥ BFERE
Py THEHAE G PRI RETOERT R T RA TR A LB
T I d_Fbg'H?’PH- °

M EA R BF AT LG 4~ E %2 i B ¥ (Aharony et al., 2010 ;
Bae et al. 2002 ; Friedman et al. 2003, Jian and Wong 2010; Gopalan et al. 2004;
Cheung et al. 2006, Cheung et al. 2009) o F]p* » AR 2 A < % g Hcfrg > A0
AR L Ry A E T R (SR A B T 44 [T (@bRPT_S) ~ B ¥ B 1% 4
i 7 (abRPT P)22 & % B 1% % % ¥ (abRPT L)- 7] % 64 & & ‘?)EJ(&" HEEFERE

8 ope R Zang(2007)dp 1 FERF LA R P FARE L2 3 &G F A M % 0 i & Szczesny,
Lenk and Huang(2008):& -~ # ¥ R enF 4387 7 8 Ryt 3 K H 2 Feol 0 ¢ Fla X33 Flang
’f?; Eﬁ‘%’ﬁﬁjq\;j\ﬁtérﬁ%]a]&ﬁﬁg??ml— LF%p—gm’E_:}fg
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ARG LR L F MBI F ke 3 A F M R e TR R

a2 29 gﬂeﬁ?;mbtarﬁg,«Aqgig&g»};;]%,Lrﬁg,a,J ﬂxﬁ&rﬁg,a;é
TOAEE CFFFERERAMAAILLFIRMG RS F2LREF L
B % o

P FHA R R A A Bl s AR A R - B
FRE R RER P L2 A2 - HIFHRE ¥ R B(ACCRUALS)E 7
FEeFEal i d wiFt()e of £ E¥2 5 BRI A2 Y §
PREER TR ERED PRy 'ﬂt“ R FEAEEARS BRI
o A< R IEH ACCRUALSH 2 #c s & > :T‘k,{_ﬁ’ﬁiﬂ’ﬁ B 13 Fen
EET ERFAFF AR ERYAD FREELORIFH - R o
# % 32 % #2 Cohen et al. (2008)4p F+ - 1 4F 4% & (LEV)#2 4] f 7+ 554 » 9F
2 HF 15 fiﬂ‘ﬁ% PIR &g R By ~ 4] & FRH(LMVE)  #F 4 0
P S T G B B (MTB)R I EE SR B AN FARY
iﬁ(CE)"}’ AT (ROAHI £ F g F ok o
THEHAY S BHEREER AL FREEATDERT R T EA
BRERMBMR L2 F M S ,éf?‘;‘ (2a)4-T
REM,=a,+a,abRPT S +a,abRPT P +a,abRPT L, +a,ACCRUAL:s,
+a,Lev,,+a,LMVE_+a,MTB_+a,,CE_+a, ROA _+e, - (6)

B DR ETRACT
abRPT S= 2 ¥ B 0: 4 & [ > va Bl 05 4 2 4 flicderf & F 135
abRPT P=% # B 02 A i2 f > 0B 054 ii@%&jﬂf]ﬁé#ii’a ;
abRPT L=2 ¥ B 2 A B> MM ARFH Eﬁ%ﬁ;}r“ﬁgé_#ii’—:’ ;
ACCRUALS = 8 ¥ &3+ ;
LEV=1# R
LMVE= ¢ £ 340 $ 4587 @5 p A
MTB = # i “,/TT PR R I S
CE=2#4#%tEI P41 LT AT R
ROA= 7 2 4/ 5 -
E s FEEF
WL ETBRRE FJ'\-EE’%’T% il EF éﬁ? W7 s AP R AR
PG R BT TF L @ AR E 1 en % 12 % fir(Becker, DeFond, Jiambalvo, and
Subramanyam,1998; Johnson, Khurana, and Reynolds, 2002; Balsam, Krishnan, and
Young, 2003) = 14 > Becker et al.(1998)F .5 % L 2L < ¢ P EFE 52974
E AR A g ERTARSE S H R }%é*@:f’} B 111.5%-2.1% -
A gt g ?ﬁ'nb PR AN ke F éﬁérg L S A 2 ALE W )
A e I e D
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d 3t g 2 é)l?%fﬁ BEVETEFFFAPDEE » R
(Kinney and Martin, 1994; Becker et al. 1998 ; Francis et al. 1999 ; Chung and
Kallapur 2005 ; Chen et al. 2008) » &7 & ¥/ ¥ B3 78 p F4F 27 i § < 3|
*—z‘;gz‘Léﬂ:g—ﬁ%?J—VﬁFﬁiﬁr O O }_’?iﬁéﬁ%ﬁﬁjﬁ;ﬂfg,%gLrgﬁﬁ?
BRIz By AR AN > BEFE- 3 o Chietal (2010)3# RF 7 F 2
FLRRARFAELFFEHEI LT ML L #‘%ﬁr’ eI P A AT S
FPALEERA TR EXIIUHIP S AERA BT L SR TR R L0
EEISE EN T AR S E SR T R 2 BT E A
LB R B R F S TL AL - A R P ETLE
PR R ngeyE .

VETS VPR RMAREIERE (R R 4 )2 R EMA
RE R (F B BB £ % 3 (DeAngelo 1981 ; Watts and Zimmerman
1986) - £ 3 A2 ¥ % RIvE NI L L Vﬁﬁh,f? A EoBBE AP Sk o @
{ A e BT o Sopgad o FRMARAR G B 5 B g - 5 (Libby and Frederick
1990 ; Craswell et al. 1995 ; DeFond et al. 2000 ; Knechel et al. 2007; Chin and Chi
2009) c ¥ - 3 & o - oP :;—:ﬁmy‘rr% ZEVALEL RRE jgﬁv TR ﬁv&,ﬂ,
A¥E ”&‘ﬁ:}i?i mﬁ‘ﬁ ACFILAER R AF AP BI WL
% px(Craswell et al. 1995 ; DeFond et al. 2000 ; Owhoso et al. 2002 ; Kwon et al.
2007 ; Lim and Tan 2008) o &3t & ¥ & RJdiin i R 3R & 35t > & € 5 R ME
AR R R I FR B ORE PE R

A UEPD A EE RV %%Lgr;ﬁr’ﬁﬂlf!lf’%ﬁx’ @ Chin and Chi (2009)
WETR AE EFFERNNEPA LT HAELHER B §497 -
RoTF IS8 d 27 FRIEA F R g)Lg;Fa[a; AR BT R RETERE
PE 2 o WA ¢ IR A _.,efn(restatement) ok 7 Ed TRk ahE S
FETERANE?  RBEAEFHERELR ML EEEFNEFHRLELHT D
AR AR FE kp g3FFBAR B /»izz- TR oo TPt R 2 14 g 3HER B A T B
B FERBFPHAEL RN KA E FEAETRER TSR
P AREIE > g - A LiED 2 )’% °

Mfl’w7 +,@,i;_:r g;}ﬂulrl—‘:-tujg»,l.g;p;iﬁeraﬁﬁ;{rﬁm%»,l.r;}ﬁﬁ o B
B i B 4 pA34F £ 07 Fid (Dopuch and Simunic 1980 ; DeAngelo 1981 ; Teoh
and Wong 1993 ; Becker et al. 1998 ; Pittman and Fortin 2004 ; Francis and Wang
2008) 0 TP EZ L EF A TFE A KA € R RTA P (Big N 2w e
PR R RS Ed <] g%‘éﬁiﬁb’%ﬁﬁ‘ﬁBig_Né 1> #2500 4d 3
CHEVFRAETEZ VIR ESR I REINT S g E
R E R R OL G AEREDFFET N AT - R T2 R AR

FHAEE2ZFad e o for FP R T REg & ST

oA g AT (RIS AL D Feh N T AR A TR BT AT
S
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REM, =a, +a,abRPT_S, +a,abRPT_P, +a,abRPT_L,
+a,Expert S, + a,Big N, +a, ACCRUALS,
+a,Lev, +a,LMVE_, +a,MTB_ +a,,CE,, e, (7)
+a,,ROA , +e,

Expert S=m#E ¥ §7F B A 22237 A% 0 o~ Rt A
I 0
P

o
GQ
Z
\Q‘v
&
& 3
G
«ﬁt P
x\“\
+»A=
X
oy
J?Q
ey
P
=l

CEFEFEBAATE S L 2

B RBEE2ZwApR cdom T A2 AR R ERE AN RS 2
R enff > Tt = R 2 A 2 5 e 32 % Hi(abRPT_S ~ abRPT P ~ abRPT L)2.
#97 FERIE 5L e & Chietal (2010)- R 0 B FARE IS FOERT 0 F
PAEL RN ERE FIE S REN I R E AR T F]Pt NI A
imil (7)" » Expert Sta#ics & e

ARIIF LR ez )’%“’K # % & ¥ g 7 F (Panel Data) s F] 2t 2 2 e B
% Jits %7 % (Cross-Sectional) ' 2 pF ¥ B 7\ (Time-Series)c4p i F* 58 » F P53 £ 4p
i (residual dependence) 1% 3E ¢ ¥ 3 4% ¥k € b3t € (Bernard 1987) c F] b i 2
g3 })% @4 2F 5o NRARE YTe 2 FFRF R 74P % B® 42 - Gow, Ormazabal and
Taylor(2010) 4 %+ % & 1> ;% ( 7 Newey-West - Fama-MacBeth ~ Z2 Statistic %
Cluster-Robust Standard Errors % )4v 11 3# 5 22t o B 5 F I E 5 b PRy 4] £ & %
2 & enCluster-Robust Standard Errors;z » H $#icF 3HenfE 258 o ot > A2
£ * Gow et al.(2010)#7# ' CLi (One-way cluster-robust standard errors);% 14 3+ &
HRHL > DT EERB I AR FTHT € D IRK Uk (Cross-Sectional)4p i 5
3 T %&5’% #ic(year dummy) % i it B ¥ B 51 (Time-Series)4p % erf 420 o

e

AT EEM I IR F R AGFEERY ’d*“$ﬁ¢x£-*§£
EEFEFRETER MBS - mé#ﬂlﬁm* A rLEeg o B 1989
£ 3 2008# £ 3-8 124,747 4 TR o pAAFFT AL - g)‘l‘ﬁﬂ;:ijl-“r? SN X
FHT Rk p EAFTR(TENFTRE « 74 > 2 P ef 2 LR E ] 2 mui 3-82
’ f“‘%lf'“/f FRt R FAE R RETA 2 2 R EL2,089 > 2 FE F
THAELRITAL 2 BIRELATRSE > BIRAP M AR R B K 6,6348 5 HETE
o ﬂ@}? F1£2,979% o Bl > AP EDGITSEBMARE o £ — Bk A EH E
2 o

1‘“*.:

’ % Gow, Ormazabal and Taylor (2010)% & ¢ -t #3434 Fama Newey, 72, CL-2 % & #6 3 2 c4&
& (Robusness) > teAh 2 A%~ FAaAREA4T? 5 L S aiddmrin g &2 2 pak-
2% o
z



- tHPER
A3 #1989 3 2008 LR
HEPLEBEAPT P RBER G £ E) 24,747
HikE
X (82)
PEPedmg (2,089)
PEEFFEDEEEL T (4,785)
i VB AP W P 7 dC (6,634)
LT P A I ) (2,979)
Bois R Al 8,178

% = Panel A¥%4 A3 jFHCE] P 1 Rfcehgad gt o § T #4424tk
(REM_Index) < 354 5 0.077 # = 4§ % & 4 Std_CFO~Std_PRODZ* Std_DISX
L o 5 5 0.016 ~ 0.053% 0.028 - ¢ 347 B 4 Az A 2 F & (Expert S)
L 5 iE —ELO 048 > 5 76 2%tk A 2 & L w & gﬁﬂéfﬁiz&“rmﬁ 2o PRy - I
23 ERIRGET - HERARLS T HTFZE EF TS B2 BFR 15

fff? RIEFHEE B R AL E NI AES b2 TOERRT Oy EFL
£ > # ¢ REM Index ~ Std PROD » ACCRUALS ~ abRPT L32:£0.012 & % -k i >
REFHFIZ AFTF]S 2 F ALl BRI TEFLE -

# = Panel B R4 P & % #ic2. F cPearson % Spearmanip i % ficap'd o H
¢ Std CFO ~ Std PROD% Std DISX 4 %2 REM Index % f 4p M ~ T 49 b % §
B o 223k T 4p + & - REM Index#? abRPT SZ% abRPT P& ¥ f 4 ~ @ £2abRPT L
PIEAFRApM B - F &4y o 425 s Mo o Expert S&
REM Index% Std PRODI #p B ~ #2Std CFO% Std DISX{ 4 b > &7 8 23+ &
TORFFFRAEZG M- FWa 2 o B ph Gl BR- & o 4 - 9Panel C
AR R- AL B ET F TR A 2 P (N=2,576) % &34 Flihjk & = ¢
(N=4,799)H % #c2_ [ crPearsonfp bf il o K =T e FFE? P UFRILE
S R IRTA R o

2 Z B BR- R ES S o Mncentive s ¥ AF - FLw ST
REM_Index:1{%: #c 5 0.024(t=4.04) » * & ZH L 5 }2%? WE T AEF %‘réﬁfé}
FREBLFLFHFI4pM 5 8 6 =9 - REM:inz B+ & 3
Std CFO ~ Std PROD % Std DISX % #c 4 &) £.-0.035(t=-1.87) ~ 0.031(t=4.29)
0.002(t=0.25) » 2/ REM Index#& % - & o j* #b » i3> 3% P (ACCRUALS) to#7 %
e fF L EF O RARV AP IR AT PR e M
fhont bl ® A FAv s - B 4 AT EFEF HF LARET
B3 g E AR PR L b opEs % R RTEE /'“if‘ 2P
fé?‘v Bt LMVEhlichr e OB F 5 0 0 47 2 7 ;rhf&ma« IR

Hp I FE 2 (IPO~SEO -~ # 7 # i )mﬁ& g4%% o @ LEViniafichn ¢ 35
@fpﬁ’awﬁ%“@$%2?§£m HE I FIE O g R .
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Fow g T BEF - > Panel AF X H 7 FFIEF 2 F R AEW > A Panel BRI 3
P EBFLEL R AERY  Panel A PE(DIGW 3 £ R FROLTR
B AP I AT EL IR AEMY NG TR ﬂ#ﬁ%%(REM_Index)m
e #c 78 M % A 2 % 9% % #abRPT S ~ abRPT P% abRPT Lethdics &) 4
-0.498(-1.74) ~ -0.327(-2.21) % -2.498(-1.72) > 23K F L f - RA R FpF R
MixARE 2B ME DL oMb 2 M AGAS@I(OW 4 » 37 aTim
% #cExpert S% Big N2z_{$ & X% ¥ = = > abRPT S ~abRPT P% abRPT Lerik#ic
A u] 5 -0.481(-1.71) ~ -0.299(-2.05) % -2.449(-1.68) » > A F L f > LEF TR
FRARGAIEEG FAMG - &% @)L (0) ¢ Expert_ Sﬁﬂn’"ﬁ%:i’a&«ﬁ%?%
ToATR RIS AL FPETEVBAFIALEL T TG e M
% o Big N & (492 (O) ¥ nikdicys & 1 dcie 357 &g# Il Panel B *
Big N¥*REM Indexz FF4phf BB EF 2 f X A4k » N4 1Y g’%ﬁizﬂ-"#*ﬁaﬁ-
e Fy AT EREEG T EA YR Bl BT 2 o P e

%= Ak it

MR HRAZAGESAIHE R o Panel A F 2Rk AL ﬁ&:a,&w BRI E S I A(T H T
L g Flle)T ofke Tiodcf B 2 & % Panel B B DIEE A AR PHc2 e Pearson %
Spearman Ap B % #c o Panel C R A R4k A% A 5 5 F I Z A F]S BFHR M > 1 & SHE2LFE
#1 Pearson #E&é [k - i

Panel A @ A & % $chit bzt

FENE E¥TE T
PH L T BEL 0 Q1 ¢ el Q3 Tk Tk W %

REM_Index 0.077 1376 -0.564 0.083  0.675 0.202 0.010 0.182%**

Std_CFO 0.016 0.100 -0.029 0.015 0.062 0.011 0.018 -0.007**
Std PROD 0.053 0364 -0.099 -0.006 0.109 0.097 0.029 0.068***
Std DISX 0.028 0.093 -0.013 0.006 0.056 0.031 0.026 0.005*
ACCRUALS -0.011  0.092 -0.053 -0.009 0.030 -0.002 -0.015 0.013%**
abRPT_S 0.112  0.184 0.000 0.020 0.140 0.121 0.107 0.014**
abRPT P 0.130  0.239  0.000 0.000 0.140 0.139 0.126 0.013*
abRPT L 0.007  0.030 0.000 0.000 0.000 0.005 0.008 -0.003***
Expert_S 0.048 0.213  0.000  0.000 0.000 0.061 0.041 0.020%**
bigN 0.762 0426 1.000 1.000 1.000 0.779 0.754 0.025%*
LEV 0403 0.176 0274 0394 0.511 0.392 0.410 -0.018***
LMVE 15404 1.355 14.543 15384 16.216 15.779 15.202 0.575%**
MTB 1.850 2.664 0.840 1.405 2.206 1.866 1.842 0.024
ROA 0.040  0.098 0.000 0.037 0.083 0.049 0.035 0.014%**

Growth_Sales 0.134 1460 -0.068 0.054 0.195 0.183 0.107 0.077*

1. F#FFlleaikAlics 2,576 &34 Fleaik Al 4799 Bk A8ki 7,375



- kR ()
Panel B : % # [ -1 Pearson % Spearman #p i % ¥k
R LH 1 2 3 4 5 6 7 8 9 10 11 12 13 14
1 REM_Index 1 -0.67177 0.65077 -0.45977  0.485" -0.090"" -0.071""  0.029"  0.255™" -0.089"" -0.129"" -0.254"" -0.093"" -0.077"
2StdR_ CFO  -0.687 1 202307 0.10077 -0.703"  0.059™"  0.030™" -0.050"" -0.336""  0.199""  0.1577"  0.359"°  0.1007° 0.106""
3StdR PROD  0.642"" -02317" 1 0.034™ 021177 0.079™ 0.0977" 0.065"" 0.1577" 0.080"" -0.082"" -0.171"" -0.057"" -0.008
4StdR_DISX  -0.4627  0.088" 0.1647 1 -0.069° 023177 023777 0.04277 -0.048""  0.1077"  0.046 0.070™"  0.0517  0.061
5 ACCRUALS 0495 -0.755"" 0.168"" -0.030" 1 -0.036°  -0.046 -0.030"  0.110"" 0.001  -0.006" -0.001 0.002  -0.067
6 abRPT S -0.080°"  0.05177 0.10177 022777 -0.0307 1 041077 0.1427 -0.054""  0.0637" -0.125""  0.064"" 0.026"  0.186"
7 abRPT P -0.071""  0.039™  0.069™"  0.1967" -0.049""  0.199" 1 0.159™ -0.020"  0.049™" -0.153"" 0.016  -0.02 0.094™"
8 abRPT L 0.045™" -0.033™  0.049™" 0.004  -0.033"  0.050"" 0.072"" 1 0.1317" -0.117"" -0.137™" -0.139™" -0.066"" 0.065""
9 LEV 0244 -0304™"  0.099™" -0.058"" 0.088"" -0.079"" -0.012 0.1877 1 20206 -0.125"" -0.3917" -0.007  -0.087""
10 LMVE -0.090™"  0.170™"  0.074™"  0.1157  0.021 0.087""  0.0677" -0.138"" -0.286"" 1 0.555™"  0.479™" 0242 0.084""
11 MTB -0.069™"  0.066™" -0.0377"  0.021  -0.025"  -0.048"" -0.052"" -0.003 0.048™ 0213 1 0.497™"  0.240™" -0.024"
12 ROA -0.246™" 0340 -0.070™"  0.069”" 0.058" 0.071"7  0.041"7" -0.156"" -0.417"" 04677 0.1617" 1 0398 0.084™"
13 Growth 0.013  -0.011 0.022 0.01 0.053 0 -0.011  -0.02 0.01 0.0357  0.0357 012177 1 0.036 "
14 BigN -0.0657"  0.094™"  0.021 0.058™ -0.056"" 0.164"  0.083™" 0.030" -0.096"" 0.103" -0.053"" 0.080"" 0.004 1
1. 2 &3R4 % Pearson 4p M ¥ > + + & 384 5 Spearman #p R % dic

2.tk ¥, i N=7,375

Yo redminFd L

ISTI1
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Panel C: #4 2% A4 5 7 A F12 £F 75 B+ A5 ST hip i hikc

RH L 1 2 3 4 5 6 7 8 9 10 11 12 13 14
1 REMPIndex 1 -0.68177  0.629™ -0.500""  0.467 " -0.061"" -0.069"" 0.063 02437 -0.118"" -0.070"7" -0.279"" -0.001  -0.073""
2StdR_ CFO  -0.694™" 1 20234 0.092™" -0.731""  0.014 0.0447  -0.042" -0301"" 0.1967 0.073"" 0366 0.015 0.0827"
3StdR PROD  0.658" -0.222"" 1 0.144™  0.159™  0.097" 0.060”" 0.065" 0.100"" 0.054”" -0.037" -0.108"" 0.015  -0.002
4StdR_DISX  -0.408"" 0.0847 0.193"™" 1 -0.023 0209 0.166" -0.002  -0.062"" 0.113"  0.018 0.0677"  0.003 0.053™
5 ACCRUALS  0.53177 -0.787"" 0.170™" -0.044" 1 -0.008  -0.054"" -0.033°  0.0697 0.025  -0.041" 0.073  0.036" -0.053""
6 abRPT S -0.12077  0.113™ 0.102"° 02607 -0.073"" 1 0.1937  0.033"  -0.075"" 0.046 -0.052"" 0.068" -0.011 0.138"
7 abRPT P -0.080""  0.034 0.078"" 0250 -0.046" 020977 1 0.061""  -0.007 0.042"  -0.053™" 0.0477 -0.018 0.081""
8 abRPT L 0.019  -0.023 0.032 0.023  -0.027 0.103™  0.108™" 1 0.201"" -0.174™ -0.001  -0.171"" -0.02 0.040""
9 LEV 0264 -0.326™" 0.1157 -0.049"  0.138"" -0.085"" -0.019 0.1407" 1 203187 0.058™" -0447" 0.009  -0.091""
10 LMVE -0.08477  0.159™"  0.0657  0.112" -0.022 0.149"  0.101™" -0.023  -0202"" 1 0208 0512 0.029°  0.0797
11 MTB -0.08877  0.063" -0.053" 0.039°  0.022  -0.042° -0.059" -0.013 0.01 02907 1 0.1317  0.028  -0.052""
12 ROA 2020577 03117 -0.027 0.068"  0.022 0.0717 0.025  -0.112"" -0342"" 03677 0308 1 0.126  0.077"
13 Growth 0.043°  -0.068"" 0.034 0.027 0.092"  0.025 0.005  -0.015 0.021 0.036 0.0757" 0.104™" 1 0.005
14 BigN -0.0577  0.119™  0.052  0.065" -0.069"" 02147 0.085" 0.009  -0.105"" 0.14177 -0.065"" 0.080"" -0.002 1

LT aimaigahflathad 21 &30 5 B35+ 4

2.3 # TR A chik A Bl N=2,576 0 5 &3 Tk & otk A fic i N=4,799
3.4 ¢ #F 55 82 e Pearson 4p M ¥k

FWE L% 0107 TSI

&

#oout B bl oyyr )
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Incentive =a, + a,REM +a,ACCRUALS +a,LMVE + +a,Growth_Sales +a,LEV
+a,DISSUE +a,TURN +a,EPS +a,ACFO +¢

M @ A3) “4)
Intercept -0.695%** -0.712%** -0.661*** -0.722%**
(-5.97) (-6.14) (-5.64) (-6.25)
R EM 0.024%**
(4.04)
StdR_CFO -0.035*
(-1.87)
StdR_PROD 0.031%**
(4.29)
StdR_DISX 0.002
(0.25)
ACCRUALS 0.218%** 0.211%* 0.334%** 0.392%**
(2.88) (1.87) (4.80) (5.77)
LMVE 0.068%** 0.069%** 0.066*** 0.069%**
(10.27) (10.46) (9.81) (10.47)
growth sales 0.006 0.006 0.006 0.006
(0.94) (0.95) (0.92) (0.95)
LEV -0.102%** -0.094** -0.092%** -0.076*
(-2.17) (-1.99) (-2.00) (-1.65)
DISSUE -0.008 -0.008 -0.010 -0.008
(-1.00) (-1.00) (-1.26) (-1.01)
TURN 0.020 0.021 0.029%* 0.030%*
(1.42) (1.44) 2.17) (2.14)
EPS -0.002 -0.002 -0.004 -0.005*
(-0.69) (-0.68) (-1.20) (-1.74)
ACFO 0.080* 0.097** 0.064 0.073*
(1.94) (2.15) (1.57) (1.79)
N 8178 8178 8178 8178
adj. R 0.084 0.081 0.085 0.081

135507 B S tE

2. %47 p<0.1;* 47 p<005;** 47 p<0.0l

3. A% $2 % Gow et al.(2010)#73% 71 CLi (One-way cluster-robust standard errors);2 2 3+ & & i
£ o ¥ 01 E g 3% B(year dummy) % i3 it pF R B 5\ (Time-Series)4p % ek 42 o

fiE e Panel B P RAFIA L2 FHEAY T UFR 0 U TR LY
£ (REM Index) % /& % #c » #78 M % X 2 % 7abRPT S ~ abRPT P% abRPT L:
hicH AEE 0 A w5 -0.145(-0.60) ~ -0.127(-0.91)% -0.143(-0.23) » % 7= &7 £ 3%
FlehfnT o PR RN G 2 b 2 B EM G L LR REOR
%% (4)Z (6)FF v » Expert_S2 Big Nz 1%« b fchffins ML A5 (@) I 6)F ¢ o
Expert Sthlic b » BB ABEF L1 > LD AT > BT HFE LT
h2 BEP AR o



1154 2010 ¢ 3+ RHeF A @~ &

ir FFERIREMGAR

3 2 B enB B A 45

REM, =a;+a,abRPT_S, +a,abRPT P, +a,abRPT_L, +a,Expert S, +aBig N,
+a,ACCRUALs, +a,Lev , +a,LMVE_ +a,MTB , +a,,CE , +a,ROA  +e,

Panel A : = #) 5 3% F1 & ¥ 2 + th ~ ¥4

1) 2) 3) “) ) (0)
Intercept -0.466 -0.453 -0.345 -0.336 -0.314 -0.28
(-0.97) (-0.93) (-0.71) (-0.68) (-0.63) (-0.57)
abRPT_S -0.498%* -0.481*
(-1.74) (-1.71)
abRPT P -0.327%* -0.299**
(-2.21) (-2.05)
abRPT L -2.498* -2.449*
(-1.72) (-1.68)
Expert S 0.330%* 0.333%* 0.307*
(2.04) (2.09) (1.88)
BigN 0.08 0.053 0.063
(0.9) (0.59) (0.71)
ACCRUALS 7.273%%* 7.288%** 7.373%** 7.271%** 7.284%** 7.372%**
(22.38) (22.33) (21.99) (22.28) (22.25) (21.94)
lagLEV 1.240%** 1.261%** 1.417%%* 1.2171%%* 1.227%*%* 1.383%**
(5.47) (5.57) (6.02) (5.37) (5.46) (5.96)
lagLMVE 0.025 0.024 0.026 0.012 0.011 0.012
(0.87) (0.82) (0.91) (0.39) (0.38) (0.4)
lagMTB 0.000%** 0.000%** -0.071%%* 0.000%** 0.000%** -0.070%%**
(4.89) (4.89) (-3.05) (4.66) (4.6) (-2.91)
LagCE 0.485 0.498 0.523 0.618 0.621 0.62
(0.92) (0.94) (1.02) (1.1) (1.11) (1.14)
LagROA -2.119%** -2.150%** -1.659%** -2.234%** -2 257*** -1.738%%*
(-3.80) (-3.83) (-2.94) (-4.00) (-4.01) (-3.09)
Year Dummy includes
N 2590 2590 2590 2577 2577 2577
adj. R2 0.324 0.324 0.329 0.332 0.331 0.336
Panel B: =t #p @ 3 Fl & £ 2. 3 A ¥
Q) 2 3) “4) () Q)
Intercept 0.279 0.246 0.553 0.2 0.173 0.628
(0.52) (0.47) (1.03) (0.4) (0.35) (1.19)
abRPT_S -0.145 -0.115
(-0.60) (-0.48)
abRPT P -0.127 -0.108
(-0.91) (-0.78)
abRPT L 0.143 0.118
(0.23) (0.19)
Expert S -0.059 -0.056 -0.059
(-0.36) (-0.34) (-0.36)
bigN -0.006 -0.009 -0.01
(-0.09) (-0.13) (-0.14)
ACCRUALS 6.921%*%* 6.907*** 6.903%** 6.900%** 6.887%** 6.885%**
(26.36) (26.18) (26.35) (26.31) (26.15) (26.18)
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Panel B: ) @3 Fl o # 2 F 288 (%)

) 2 (€) “4) &) Q)
lagLEV 0.800%*** 0.812%** 0.959%** 0.935%** 0.944**x* 0.966%**
(3.96) (4.00) (4.54) (4.51) (4.52) 4.5)
lagLMVE -0.002 -0.001 0.017 0.022 0.023 0.019
(-0.07) (-0.02) (0.55) (0.69) (0.75) (0.6)
lagMTB 0.004*** 0.004*** -0.095%** -0.106%*** -0.106*** -0.109%***
6.9) (6.93) (-4.01) (-4.07) (-4.07) (-4.02)
LagCE 1.161%*** 1.156%** 1.082%** L.111%** 1.107*** 1.069%**
(3.77) (3.75) (3.37) (3.45) (3.44) (3.23)
LagROA -2.766%** -2.769%** -2.187#%* -2.155%** -2.159%%* -2.092%%*
(-6.46) (-6.45) (-4.99) (-5.07) (-5.07) (-4.73)
Year Dummy
N 4815 4815 4815 4807 4807 4807
adj. R2 0.285 0.285 0.294 0.295 0.295 0.295

1. 355° k3 2t &
2. %471 p<0.1;*47 p<005:** L5 p<0.0l

FWa 2  2e Sk rd o AP F A FDirET > FF 2
GARREZBIREEFL M l‘ﬁvki’fli%\»%“‘"ﬁﬁ’fﬁﬂgﬂ-éﬁﬁ; Aot
FEeMe RE AT EFRYEILS FIDERT o 50 M RS
TR LR

FA g SRR LT B R TRT NG RIS B 2 BRA
Nw@%éiﬁﬁﬁﬁiﬁw&»aw;z%éﬁuhm ¥ A h kg 32
Newey-West ~ Fama-MacBeth ~ Z2 % One-way cluster-robust standard errors % o %

e AE S 2 TR D e B B TR 2 JE T B > Gow et al.(2010)i& {7 & fE S
iR A 17 0 3 I Two-way cluster- robust standard errors(CL2)¢* = & E_ #7175 AR
W 2P rE- PR LY 2 PR R S %T;i“ﬂi‘”ﬂ‘“ AGgP E-
Cluster2 ~ Fama Newey @B Z2% = fa7 ¢ > 2 @ w o w o =& B RS H LT
N

BFACAHRE ZFEIRSZEFES(DIAEATESE RN L g e
* Cluster2;# p¥ » REM_Index ~ Std_CFO ~ Std PROD % Std DISX e #ic ik #X ‘i dF
PTIRHP T LR E) ~ AL DL F)E L5 R NOE R R AT

% B = ;2Fama Newey® Z2enia#ic? o FHm 2 » R EBE L2 B%H- Ko

Hxow Eawg*r 27 k32 4452 L4 wﬁﬁﬁﬁo%%
Bpom o % @ * Cluster2/2 ¥ & 3 Flepfiin ™ » F F &4 ¢ 4y -(REM_Index)
BB GAARREARSEZFRRAEFREFOE MG A ’L‘+_ T R
TOMBGRAREY o FHRAFHFDERT R T IA I ELELF AL
T Expert S)AIFHEFL » M 2> A AEFFHFRT » LG EEEE o

3704
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+ i # Cluster2/ 718 2. % % feprdi g * ¥ b B2 2 Fama Newey
ﬁ?ﬂ%%%ﬂ°§%ﬁ€’ﬁ$%ﬁami%%—ﬁo

¢ L2

(FA x;—;gﬁ

WA hPAEIEAY MBI LA fh AT HEHR T EAE AL

% 4 o;kffs*ﬁgg/\‘%l_}, #%?;\m‘qumn LA uT R IE P }3@,&?;\317 ok

LFERY LSRRI R ik H A4 aF BT EEFSFRT  F

FROERANAGA LI FPEF AT I MR AL 4

Fefp a e gy SR EL R anE AR R fATak

SHTG DL FREESEFIE L EF LR KA néﬁ%? LI

T FHEREL B AEF LG FAFIEGFIDRT - F T EAAE LY

R S Wﬁﬁ?&##wﬂ’mfmamﬁﬁfgﬁmﬁL?m (4

PHFIG MoF £ EF R G PAE LA R PR ) A M A A
R R as@—i BRELe Ry mint kAP anth o S L ¥
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