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Abstract - This paper explores the influence of earnings information quality on managers’ earnings
management behavior. We measure earnings information quality with earnings valuation ability and
the magnitude of earnings management with discretionary accruals based on modified-Jones model
taking into account the effects of the costs of goods sold and the problems of using pooled
cross-sectional and time-series data. The empirical analysis indicates that current period’s earnings
information quality has significant and negative influence on the magnitude of earnings management.

Last period’s earnings information quality, on the other hand, has different effects on different earnings



management behavior and hence does not show a significant net effect on the magnitude of earnings
management. Our analysis also indicates that managers are inclined to reduce the reported earnings
figure when it is relatively higher compared to the adjacent periods. Additionally, the lower the
leverage and audit quality, the higher the degree of earnings management. We further show that growth

opportunity and firm risk are related to earnings management.
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ERESE lﬁif[ f= YRR BT R ] ?'FHEJEE °
tﬁif‘ﬁﬁ'%r]}lsﬂalf I Uff Ijfl » Kothari (2001) & Fp' 1) M l*ﬁ%”ﬁ' [t VAR
=t WRCE YA IRTE 11F > Sk PR Jﬂw’:t‘ CHREPRERIAR ™ ~ BV Ak

8 Kang and Sivaramakrishnan (1995) '—'I‘??Eﬂ'rl'ﬁ,%i’lféwk"f%‘{:%%fﬁ fIFUK-S modelﬂ’“lﬁJEﬁ FIH T SRk o - e pns
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PRSI ‘{719’5‘/ ]ﬁf’r[r e IR ST (2) 9% (3) FVELELRRE » F|H [two-way
random-effect model » I'J 7 SUABGGTE b — LB R E S lﬁlﬁg °
FIR (ST LR > two-way random-effects modelfLF]| = | ™ Fj[ 8= 1 = Z RSy R I E

FY et
NDA,, = B, + B,(AREV, —AAR, )+ B,PPE, + B,AEXP, +¢,, 4

& = u, +y, +0)“

FH U, ~N(0,02) ¢ EVEF IR

v, ~N(0,5) * EL" fJfrJlJ?fi%*‘El

o, ~N(0,02) * ER R
u oo e, WIEHD ﬁ”ﬁn}j
= [El’?éjﬁ[“g@(’ﬁﬁ@l‘* WY AR A )T

(IO 150 2 R F17C  Fl7 Ipooled TVEE P51 ;37 VT g, ORI
Vel @ = HU5 o AR SUARBRER b AR e U 6 FHRR R T S AR R S (R
g, =27y QY - A (T E B E R R /}GMM =(X'207'Z2'X)"
(X'ZQ'X'Y) it BRI Z = MMM TM X MBS STARBRFOSERT > X Kb TRBRAHI Y

EVERBYAE o i o AP Elm[fg]ﬁ”lﬁ[ A [’ﬁlﬁjﬁyﬂ'[‘%’ﬁ%ﬁfﬁﬁ M1
NDA. = fBy + B (AREV, —AAR,)+ B, PPE, + 3 AEXP, (5)

S | YR - WA A )T ¥ -

? SRR SRR e fF‘,éf?%FH{’ﬁT?gffF’E 15 H[ﬁg‘/ﬁ%ﬁ’?ﬁﬁﬂf HYREAIT SRR (pooled TV) »
fixed-effects model » random-effects model » JREF | F[[7 [P EHE g a Hﬂbﬁﬁ i H[EWF,FI’E” [ @% |
\_pooled IVfY |F‘|*f*J FUHIERR fixed-effects model & random-effects modelfl l] SRS Y pooled TV = ﬁ'*—ﬂ"f

> JIFF ] FIIH [Hausman test?{] £FRV fixed-effects modelgl&random -effects model Y1 Hausman testfiV5 J%J%FH 2 5
FrEIE95%) JIHT'B Je¥ETN BR[| ﬁ/ﬁ’ﬁxed effects model ¥~ 355 F53 1] ﬁﬁfﬁ o ,E'[Jr?,i thrandom-effects model
fﬂﬁﬁ Ulﬁﬁf‘ij* AN BEEL > WA PEERR] > random-effects modeliﬁﬁﬁ ,fllfﬁl'ﬁij’f“ °
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A RE ﬁﬂ@’pﬁ”ufﬁ' M ZieREr QQETEJFT&JE_%@ Ml X7 EREY [ R1% - U Brown and

F

Sivakumar (2001) || %’Pﬁ%]ﬂ J*EI'VWEW > ST S (SR 2 (P )
(R?) WRIBRRBHTY TR AR Z7aRYRVE R -

P R BRSO T e R i
Fj: pigﬁﬁ?p g E}é&ﬁ B> ™ 5 Barth et al. (1999) *Brown and Sivakumar (2001 ) fiY{E% » $2

P 22 gRspe e mL%lwﬂJIEIEH'S’FTﬁﬁi (A | E _fJF'# LT~ SRR
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PP SR L PORL G BRI o SR T PR ORI P (L S T
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EQ,, =P, — (as+a: BVPS +a: EPS, )’ (8)

BRI 5T~ KRR A BIR Fb«n r’ﬁ%@ FIET 515{42;5 }{ﬁj’EF’%"HIJ?S'{%j‘EI F IR
ST o EL 2 ,gﬂ%g H]LF:EJ@BJFF yEFE P, - (cro+ @ BVPS + &2 EPS,, )] HeT ]
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ZAERAETC EQ, JFRIERFEAE L ( DA Dl FIwekiy I M 7™ [ L C CRP, ~ FRP, ~
LEV,, * AQ,  SIZE, * GROW,, * B, #PER ) [WA kG RHIA3HTE o EQ IV del}iltr
-0.201° EQ Vi [ H07 v =4 ik fg@rﬁ;ﬁ{ﬁ,ﬁ%#l ﬂj R s ‘r%ﬁ Fg‘g FAYE 4.

Fo [P, — (@t @) BVPS +a, EPS, ) 2V FIBE 1) R (2R ET ey - ﬁﬁ[@@*ﬁ@?ﬁ
54 © DAY F(iF50.403 » HEES £50.126 » W ARETE H00 - L) B T BRI
PEE o

ECIRIRER S ELL ity |
e T Al i Ql i g Q3 i

EQ* 0201 2531 0297  -0211  -0.129 0 0.227
DA 0.403 0.009 0.068 0.384 0.546 3.691 0.126
CRP 0.952 0.005 0.582 0.908 1132 3.432 0.683
FRP 0.812 0.011 0.551 0.784 1.028 4.692 0.419

LEV* 0.407 0.005 0.289 0.401 0.515 0.986 0.162
AQ 0.615 0 0 1 1 1 0.622
SIZE 21161 18479 20642 21575 2332 25712 4364

GROW*  3.028 0.312 1571 2.268 5264 16548 4.906
ik 0.801 6462 -0.062  0.781 1.904 6.629 0.936
PER* 0713 0371 0.026 0.763 0.871 2.013 0.287

ﬁ c 1 QIELRSY- S fbEe~ Q3ELEY= 5 AP il

2.% Fp ﬁjl?ﬁ“'f— W[

3. DNHAPOESRER61.53% ~ 2R N AP HE38.47%

4. @it
EQ : ZERHET
DA @ ZYERFTEA S IRt E ORI o FHRT SRR 3 g A
CRP: F',HFTEH:T F ()RR T R S g v f;lriﬁlﬁf) ) E @,&FIJEBH/éiﬁ 14
FRP: ﬁ*j‘ﬁltﬂﬁfy (P JAERTFREE T P IR b AR B8 ) 1370 3R N — WIEBIT/H: 2 450
LEV: [iffis
AQ: KFHHTTC =17 =0)
SIZE: In (¥ i)
GROW: A {f]) (FAA 1=~ ¥ 1] (O FIE 1 1 3 o v 0 Ml M P e (E/)

(HRBEeRI= 55 55 5547

£ Al ’J\J‘;{'}'E FI phavkighgr -
PER : E*{ﬁi‘—[ﬁ']li o 1T S R TR - PR 1\,@7“75(
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42 WEpM A
FTEQ, ™ DA, M [ﬁrﬁ Ay B P EIARYCCRR, ~ FRR, ~ LEV,, ~ AQ, ~ SIZE,,
GROW,, * B, % PER, V& F'“FE‘FTJIT?W (Ji*4)> DA, ¥ EQ, ¥ EQ,, Fé?JEIWrE'%%I'%EE(TBH[J%@
-0.035%-0.028 » P53 [ £50.071%0.624 - 71 k3§ DA # EQ,, ™ EQ,,, FIFURH T - #2Ijh)
% Sy FJ[HF Rt {SE T @W fm“ TRYA IR e R R mp@ﬁ,ﬁ%ﬁo
43 L EFT R%
FSELFS (DASASZE i R R FHRN > 4 EE R U T T TR A
modified-Jones model ™ A ¥ [ETE1Z0 » 51 ER YR DR EL R W TR 2 EIU%/W' ﬁf&'ﬁ » 3 HIF
|7 SRR b = R RIS fhEE o AT SRR DA (R S R b A i

4 HME PG BLHVAH R (3

DA, EQ, EQ. CRP, FRP, LEV, AQ, SIZE, GROW, A PER,

DA, 1 -0.035 -0.028 0024 -0018 -0.079 -0.186  0.035  -0.141 0058 -0.026
(0.0)  (0.071) (0.624) (0.533) (0.326) (0.001) (0.026) (0.288) (0.001) (0.276) (0.137)

EQ, 1 0.156 0041 0056 0011 0121 0112 0065 0024  0.145
(0.0)  (0.001) (0.063) (0.034) (0.545) (0.022) (0.267) (0.112) (0.311) (0.003)

EQu 1 0.116  0.038 0022  0.132 0162 0.147 0030  0.133
0.0)  (0.035) (0.067) (0.523) (0.041) (0.168) (0.095) (0.267)  (0.003)
CRP, 1 0.875  -0.064  0.047  -0.147 0019  0.039  0.082
(0.0)  (0.001) (0.001) (0.073) ((0.001) (0.524) (0.203) (0.046)
FRP, 1 0.098 0024 -0243 0033  0.029  0.078
(0.0)  (0.001) (0.164) (0.001) (0.541) (0.306) (0.082)
LEV, 1 0134 -0.159 0253  -0.138 02132
(0.0)  (0.001) (0.001) (0.017) (0.002) (0.005)
AQ, 1 0396  -0.019  -0.093  -0.021
(0.0)  (0.004) (0.335) (0.062) (0.231)
SIZE, 1 0236 0235 0172
0.0)  (0.002) (0.002) (0.006)
GROW, 1 0.165  -0.086
(0.0)  (0.043) (0.234)
B. 1 -0.068
(0.0)  (0.345)
PER 1

0.0)

Féﬁ‘ L. ﬁgm * |5t Eip-value
2. YIRS
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S [HE AR [ET-RECAYRRE DA E‘,Jﬁﬂi
ﬂ BT SR A Y ST

P SO 53 Pt )
-1.795 > T AREE PRI AR S R R B TS

IR
Y FEN T EQ,, Y (FH e ¥5-0.203 + tilh 4
E«L%uﬁ?'g"‘%hﬁ f»*‘ |P|Eé2§5FIJTU

Jﬁla:j‘qli‘ﬁ ey = lF“'[

B SV TABRD S T LAY S5 R »ﬁ“@éﬁwﬁﬁﬁ@vfﬁf¥¥Tﬂﬁ$l

@“J}{T—”J’?Lﬁ?fﬁﬂ]ﬂ J%'ﬁ’ﬁv%ﬁ*ﬁ’%" o =*Lang and Lundholm (1993) pU#! .

(1998) fVEfERHN -~ 5

=9t EQ,,., PV i o,
BRATEI OB o HRUIPSRE O R - B2 P
[EANTI

l[_ﬂ;;{{ﬁ%b_ﬁ'{’ IF[J”V' oy

M ]:[)

DA=0,+0EQ +aDA , +aEQ , +aCRP+aFRP+gLEY +aAQ)

i
B

£50.121 » vpakFE B

EJ’FF’

e
TN =

%5 BT 5 (OLS) pufFans!

PR ,jﬂ’,j\ pLI S5 - 8 )/Jﬁ%’jp# e
E{I oz R T B R I R R R R
|5 T ERE T IFZERE L - b SRR

At
T

+a,SIZE, +a,GROW +a, B, +a, PER +¢,
DAY L
Modified-Jones Modified-Jones T+ R
(V) (GMM) (IV)

F R
(GMM)

0.153 (1.768)*

0.165 (1.894)*

0.182 (1.732)*

0.173 (1.687)*

] & Richardson

o - -0.133 (-1.653)*  -0.154 (-1.691)*  -0.281 (-1.986)*  -0.247 (-1.835)*
0 ? 0.136 (-1.013)  -0.124(-0.968)  -0.161(-0.823)  -0.122(-0.914)
03 ? 0.162 (1.098) 0.151 (0.918) 0.132 (0.576) 0.141 (0.817)
04 + 0.278 (1.138) 0.299 (1.213) 0.246 (1.811)* 0.257 (1.708)*
os + 0.246 (1.653)* 0.168 (1.506) 0.203 (1.718)* 0.184 (1.691)*
0 - 0.183 (-1.519)  -0.257 (-1.762)*  -0.275 (-2.386)*  -0.181 (-2.165)*
o - -0.147 (-2.053)*  -0.132(-1.581)  -0.148 (-2.702)*  -0.152 (-2.537)*
os + 0.005 (1.146) 0.004 (1.181) 0.005 (1.158) 0.003 (1.203)
o + 0.029 (2.317)* 0.027 (1.914)* 0.032(2.367)* 0.031(2.461)*
0o + 0.018 (2.061)* 0.017 (2.017)* 0.017(2.547)* 0.021(2.231)*
o - -0.023 (-1.154)  -0.026 (-1.126)  -0.031(-1.317) -0.028(-1.683)*

adj R? 28.64% 26.58% 37.67% 33.58%
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4.4 ¥ RBOE P

B “g.f,'ﬁEJfr‘E'?éﬁFﬁ%( CRP, ) iV (5 Tflas£50.239 ~ F AR ( FRP, )
FY R Tou 0,187 » Ak Eh R, AHCF > FRPIE 2 AR EA A 2 ]
El}'gq;ﬂﬁﬁ&wi — My I\Jﬁ[;ﬁﬁi?ﬁ*/L—ﬁM . ?lfﬁFudenberg and Tirole (1995) l?i R B AR SR e
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as wEARET FREE TS BIPTITE MR IR A i e HFITE'FTJ lﬁ'i7 ERNIE i
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AR T B TR F”Fpu IR ORI HR R T 0
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