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Firm Digitalization and Accounting Jobs

Amanda Awyong, Qiang Cheng, Tian Deng, Rencheng Wang

Abstract:This study examines the effect of firm digitalization on the demand for corporate
accountants and their digital skills. Using more than 460,000 job posts for corporate accountants
made by U.S. non-technology firms between 2010 and 2019, we find that firms that adopt digital
technologies demand more digital skills from financial specialists, who are responsible for
financial reporting, budgeting, and forecasting, but not from financial clerks, who primarily
perform administrative financial tasks. Meanwhile, we find that the overall demand for financial
specialists remains unchanged, but the demand for financial clerks declines. Finally, we document
that firm digitalization and financial specialists’  digital skills jointly improve financial reporting
quality and operational efficiency. Collectively, this paper provides the first large-scale empirical
evidence on how firm digitalization affects the labor market for corporate accountants.

Keywords: digitalization, corporate accountants, digital skills, financial reporting quality,

operational efficiency
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Unveiling Asymmetry in CSR Performance Effects on SEC Enforcement:

Evidence from Non-public Data

Ru Gao , Albert Tsang , Ray R. Wang , Haomiao Zhang

Abstract: We investigate the impact of corporate social responsibility (CSR) performance on
the Securities and Exchange Commission’s (SEC) decisions related to the investigation and
enforcement of fraudulent financial reporting. Our analysis leverages a unique database of SEC
investigations, revealing that companies demonstrating negative CSR performance are more likely
to undergo formal investigations following a financial restatement. Consequently, these companies
also face an increased probability of receiving an Accounting and Auditing Enforcement Release
(AAER), accompanied by more stringent penalties. Notably, we discern no substantial correlation
between the positive CSR performance and the likelihood of investigation, and a modest yet
inverse relationship between positive CSR performance and the likelihood of an AAER. Moreover,
our research demonstrates that the association between negative CSR performance and SEC
investigations/AAER becomes more pronounced when a company's headquarters are significantly
distant from SEC offices, and when regional SEC offices are situated in area marked by
heightened CSR awareness. Overall, our findings suggest a correlation between inadequate CSR
performance and adverse assessments by the SEC, leading to more rigorous enforcement actions
against companies following instances of financial restatements.

Keywords: Corporate Social Responsibility; Financial Restatements; SEC Enforcement

Can digitalization impact excess cash holdings? Evidence from China

Lihong Cao , Xuanning Zhu , Yi Li

Abstract: Based on data from A-share listed Chinese firms during 2010-2021, this study
examines the relationship between enterprise digitalization and excess cash holdings. Empirical
evidence indicates that digitalization of enterprises significantly reduces excess cash holdings. We
further construct micro-level digitalization indexes based on the application scenarios and find that
impact of different types of digitalization on cash holdings varies. Heterogeneity analysis shows
that the negative effect is more pronounced for firms in eastern regions and firms in manufacturing
and service industries, as well as non-state-owned firms and high-tech firms, but is weaker in
firms with more severe financial distress. Mechanism analysis indicates that digitalization reduces
excess cash holdings by alleviating firms’ precautionary and agency motives to hold excess cash.

Keywords: Digitalization, Excess cash holdings, China
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The Impacts of Federal Judge Ideology on Audits of Financial Statements

Baolei Qi, Liuchuang Li, Ping Zhang

Abstract:In this paper, we investigate whether federal judge ideology, ceteris paribus, affects
auditor litigation risk and auditor behavior. Based on existing empirical evidence that auditor
behavior is affected by litigation risk and that the ideology of federal judges plays a role in judicial
decisions, we argue and test that federal judge ideology does affect auditor litigation risk, and in
turn, auditor behavior. We find that auditors whose client firms are in jurisdictions dominated by
liberal judges are more likely to be sued and make higher payouts to plaintiffs when sued.
Furthermore, such client firms are more likely to receive going concern opinions and pay higher
audit fees. We find no evidence that the quality of audited financial statements is affected by judge

ideology.

Regulatory Scrutiny and Performance Metrics in Debt Contracts: Evidence
from SEC Non-GAAP Comment Letters

Hanzhong Shi,Liang Tan,Jasmine Wang,Qiang Wu

Abstract:We examine whether regulatory scrutiny affects the design of performance metrics
in debt contracts. Using a sample of SEC non-GAAP comment letters, we find that performance
metrics in a borrower” s loan contract are less likely to exclude non-recurring items after the SEC
raises concerns regarding the borrower’ s non-GAAP reporting. This change is asymmetric in that
only non-recurring losses (not non-recurring gains) are added back, making the metrics more
conservative. Cross-sectional analyses show that the effect of regulatory scrutiny is more
pronounced when information asymmetry among contracting parties is high. We conduct a battery
of robustness tests to rule out alternative explanations and confounding factors. Overall, our
findings suggest that lenders incorporate warning signals from regulatory scrutiny and make
conservative adjustments to non-GAAP performance metrics in debt contracts.

Keywords: performance metrics; non-recurring items; debt contract; non-GAAP reporting;

SEC comment letters
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Peer Pressure and CSR Performance: Evidence from Common Institutional

Blockholders

Albert Tsang, Jing Xie, Yuxiang Zhong

Abstract: We find that firms tend to adopt similar corporate social responsibility (CSR)
practices as other firms in which they share institutional blockholders (IBs). This phenomenon,
known as a peer effect on CSR via equity ownership links by common IBs, applies to both the
level and the change in CSR. To establish causality, we have analyzed the change in the peer effect
around exogenous shocks to common IB peer relations. We have found that a peer’s impact on a
focal firm significantly increases or decreases after the initiation or termination of peer relations
between the firms. In our cross-sectional analysis, we find that the peer effect is stronger when the
focal firm’s IBs have a stronger preference for high CSR or tend to actively influence firms.
Additionally, the effect is stronger when the peer pressure is more salient. We also show that a
firm’s excess CSR compared to its common-IB-peer firms has a positive impact on firm valuation.
CSR-loving IBs tend to reward high-CSR firms with higher voting support for firm management
in proxy voting for management-sponsored proposals. Our research highlights a new channel
through which institutional investors can influence a firm’s CSR performance. Overall, these
findings suggest that firms can improve their CSR performance by observing the practices of other
firms in which they share IBs.

Keywords: CSR; peer effect; common institutional blockholders; institutional ownership
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In the name of sustainability: an unintended information externality of ESG

to the municipal corporate bond market

Hongling Han,Qiang Liu,Yidan Mao

Abstract: This research innovatively reveals an unintended information
externality of public firms ’~ ESG performance in the municipal corporate bond
(hereinafter, MCB) market in China. We conceptually elucidate the consistency
between the profound essence of ESG and the demand forsustainable information in
the MCB market. We empirically prove that after controlling for extant macro
statistics separately evaluating the development in environment, society, and
governance, the aggregate ESG score of public firms in a region is still informative in
exhibiting a positive (negative) effect on the issuance scale (rate and spread) of the
MCB. This conclusion holds after a battery of robustness and endogeneity tests.
Additionally, a thorough examination of information availability, dissemination, and
interpretation helps to dig deep into the mechanism, proving that the general ESG
performance can better herald a flourishing MCB market in a more unblocked,
efficient, and effective information environment. As for heterogeneity, we document
the differences in the main effect across three ESG pillars and further discover that the
ESG information externality is tenable only when public firms resonate with the
promising local government in achieving Sustainable Development Goals. The
aggregate ESG serves as a reasonable and attractive red flag to capture sustainability
and hint risks, which makes up for the vacancy of comparable comprehensive
indicators. Our attention to the informational role of ESG not only echoes the call
from Tsang et al. (2023) for research into ESG externality and peripheral effects, but
also provides a novel direction for information perception in future MCB research.

Keywords: ESG information externality; regional sustainability; municipal corporate bond.
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Global Evolution of Environmental and Social Disclosure in Annual Reports

Yan Lin, Rui Shen, Jasmine Wang, Y. Julia Yu

Abstract:We study environmental and social (E&S) disclosures in annual reports. Using the
word embedding model to examine more than 210,000 annual reports from 24,271 public firms in
30 international countries/regions between 2001 and 2020, we create an E&S dictionary that
allows us to document trends in annual report E&S disclosure. Specifically, we find: 1) increases
in length, boilerplate language, stickiness in disclosure, and the use of infographics, and 2)
decreases in specificity. Our results also suggest that E&S disclosure quality improves after the
adoption of voluntary ESG reporting frameworks but deteriorates after disclosure mandates. Our
findings provide systematic evidence on the evolution of E&S disclosures in annual reports over
the past two decades and shed light on how voluntary and mandatory standards have jointly

shaped global E&S reporting practices.
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Auditor Regulatory Oversight, Private Information Flow, and Return

Predictability: Evidence from PCAOB International Inspection Program

Jeong-Bon Kim , Yuyan Tang , Xiangang Xin

Abstract: This study examines the effect of auditor regulatory oversight on short sellers’
private information advantage in an international setting. Utilizing a difference-in-differences
research design, we find that PCAOB international inspection reduces the ability of shorting
demand to predict negative future returns. The finding is consistent with the view that PCAOB
inspection reduces private information advantage of short sellers by improving the quality of
firm-specific public information. We further find that the effect of PCAOB inspection on return
predictability of shorting demand is stronger for earlier-year inspection of PCAOB, for countries
with more opaque information environment or lower audit quality prior to PCAOB inspection.
Our study highlights the role of auditor regulatory oversight in facilitating the establishment of a
level-playing field by reducing firms’ private information flow in the stock market.

Keywords: Auditor regulatory oversight; PCAOB international inspection; Private

information flow; Return predictability
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Auditors’ Response to Cybersecurity Risk: Human Capital Investment and

CrossClient Influence

Bing Li, Yifu Li, Jeffrey Pittman*, Wenfeng Wang

Abstract: We examine whether auditors increase their investment in cybersecurity human
capital after the disclosure of clients’ data breach events. We find that audit offices’ demand for
cybersecurity personnel rises after the disclosure of clients”  data breach events. Consistent with
the Bayesian learning theory, these effects are more heavily concentrated among audit offices with
relatively low cybersecurity awareness prior to data breach events. We further explore whether
auditors > non-breached clients benefit from auditors*  increased cybersecurity awareness.
Consistent with expectations, we document that non-breached clients are more likely to appoint
audit committee members with information technology (IT) expertise and are less likely to have
IT-related internal control material weaknesses (SOX404) if their auditorsincrease their
cybersecurity hiring after observing other clients”  data breach events.

Keywords: disclosure of data breach; auditor; cybersecurity human capital; audit office peer.

Travel Restriction and Analysts’ Information Acquisition and Production

Ying Du, Di Guo, Baolei Qi, Wenfeng Wang

Abstract:We investigate how the suddenly imposed travel restriction policy after the
COVID-19 pandemic outbreak affects analysts’ information acquisition activities and forecast
accuracy. Using a difference-in-differences research design, we find that analysts who used to
conduct site visits to acquire information suffered a significant drop in forecast accuracy relative
to those who did not conduct site visits to acquire information. We also find that analysts are more
likely to attend online conferences when they cannot visit covered firms. Further, consistent with
the information value of analysts’ site visits, we show that when analysts could not acquire
information through site visits, covered firms experience higher stock return synchronicity and are
subject to more online searches from small investors.

Keywords: COVID-19, financial analysts, information acquisition, forecast accuracy, site

visits, online conferences
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Bank Privatization and Financial Statement Comparability: Evidence From

China

IARGEAS

Abstract: We examine whether banks play a role in shaping firms’ financial statement
comparability (F/S comparability). We find that following bank privatization, which substantially
strengthens bank monitoring, the F/S comparability of borrowing firms increases. Economically,
the increase accounts for about 3.30 percent of the average level of F/S comparability during our
sample period. Further analyses reveal that this positive association is more pronounced in firms
with more financial constraints, higher default risk, and firms that are less transparent. Moreover,
bank privatization has a stronger impact on borrower F/S comparability when the lenders
experience a greater decline in state ownership, or when the lenders are large commercial banks or
nation-wide joint equity commercial banks. Finally, we show that firms acquire more loans when
their F/S comparability improves after bank privatization.

Keywords: bank privatization; bank monitoring; financial statement comparability
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Riding Attention Spikes: How Analysts Respond to Advertising

Minjae Koo, Annika Yu Wang§, Yin Wang, Liandong Zhang

Abstract: Product market advertising, albeit containing little new information, triggers
spikes in investor attention. Using weekly advertising data, we find that sell-side analysts issue
earnings forecasts with higher frequency, and more important, with greater optimistic bias, in
response to heavier advertising of the prior week. This effect is not driven by new product
launches or other confounding events. It is more pronounced for experienced analysts and analysts
who are affiliated to brokerage firms relying solely on trading revenues. The optimistic forecast
bias intensifies the impact of advertising on trading volumes of the underlying stock during the
following week. Overall, analysts appear to issue optimistic forecasts strategically to exploit
investor attention spikes induced by advertising.

Keywords: Investor Attention; Advertising; Analyst Forecasts; Analyst Optimism.

The underwriter persistence phenomenon: The case of earnings

management

Jin Roc Lv

Abstract:This study presents novel evidence that earnings management during the [PO has
persistent underwriter-specific components. Underwriter fixed effects explain more than 50% of
the variation in earnings management. Moreover, underwriter fixed effects in earnings
management are positively correlated with those in underpricing, price adjustments, and gross
spreads. These results are consistent with the skilled-advice hypothesis that more skilled
underwriters are associated with greater earnings management and underwriting fees. Earnings
management induces greater price adjustment and underpricing to satisfy both issuers and
underwriters’ relationship investors, respectively, suggesting that underwriters can not only
discover IPO values but also shape investor valuations.

Keywords: [PO; Underwriter; Earnings management; Fixed effects
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The labor cost of family ownership: Evidence from China

Liangyin Chen, Xingqiang Yin

Abstract: In this study, we investigate whether family ownership, despite its numerous
benefits, also comes with unintended costs. By analyzing a dataset of listed private firms in China
spanning from 2003 to 2020, we have uncovered that family-owned businesses exhibit a relatively
higher degree of selling, general, and administrative (SG&A) cost stickiness when compared to
their non-family counterparts. Our findings still hold after a battery of robustness tests, including
instrumental variable regression using rice cultivation as an instrument and a
difference-in-differences approach. Furthermore, our results reveal that family firms are less
inclined than non-family private firms to reduce their workforce in response to declining sales,
opting to maintain employment levels rather than keeping wage rates. Our cross-sectional tests
indicate that this phenomenon is particularly pronounced in firms with a higher degree of
kinship-based employment, those located in regions with larger family sizes, regions characterized
by lower population mobility, and areas with lower levels of marketization. Lastly, we establish
that the lower total factor productivity (TFP) observed in family firms is primarily driven by their
propensity to maintain higher costs when faced with a decrease in sales. In summary, our study
provides fresh insights into the determinants of cost stickiness and reveals the less favorable
aspects of family ownership in corporate cost management.

Keywords: Family firm; Social capital; Cost stickiness; Detrimental effect
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Rounding of Internal Performance Targets: Determinants and Implications

Ying Gan, Xiaoxu Ling, Ivy Zhang, Yong Zhang

Abstract :We examine the pattern of rounding (placing a zero or five at the penny digit) for
earnings-per-share (EPS) performance targets that are used in CEO bonus plans. We find that over
42% of the EPS targets end with a zero or five at the penny location, more than double the
unconditional expected percentage of 20%. Analyses indicate that EPS targets are more likely to
be rounded when the penny digit is less important, when there is more information uncertainty,
and when the compensation committee is more co-opted. As a consequence of the information
uncertainty, we predict and find that firms with rounded performance targets are more likely to
issue rounded management forecasts and issue management forecasts later in time, and that the
issued forecasts exhibit lower accuracy, have a wider range, and convey less information. In
addition, management forecasts issued by firms with rounded performance targets are also more
conservative, consistent with managers faced with greater information uncertainty giving
themselves more leeway to avoid missing their own guidance. The higher information uncertainty
for rounding firms is also reflected in their real operational decisions: they make less capital
investment, engage in less acquisition activities, issue less debt, and hold more cash. Last, when
EPS targets are rounded, CEOs receive higher compensation after controlling for performance and
other firm characteristics. Rounded EPS targets, compared to nonrounded targets, are easier
targets relative to realized EPS, thus likely to play a role in facilitating higher compensation
payout to the CEO. Overall, we provide new evidence on the attributes of earnings performance
targets used for incentivizing and coordination firm-wide activities.

Keywords: Rounding; Internal Performance Target; Board Co-option; CEO Compensation
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Housing prices and Labor Cost Stickiness: Evidence from China

Suyan Yan, Qiliang Liu, Chang Tong

Abstract: On the basis of firm-level data from 2007 to 2020, this study examines the
influence of housing prices on labor cost stickiness. The results shows that housing prices
strengthen firms’ labor cost stickiness. And the strengthening effect is particularly pronounced in
high-tech industries and during periods of high economic policy uncertainty. Moreover, as the
observation period extends, the impact of housing prices on labor cost stickiness diminishes.
Further analysis reveals that housing prices have a reinforcing effect on stickiness in employee
numbers, while exhibiting no significant impact on per capita remuneration stickiness. This study
indicates that the company will need to allocate additional resources toward investment in
machinery and equipment as a means to address the labor cost stickiness stemming from the
housing prices surge.

Keywords: Housing prices; Labor cost stickiness; Employee numbers stickiness; Per capital

remuneration stickiness; Machinery and equipment investment
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Academician Shareholder and Corporate Innovation: Chinese Evidence

Liangcheng Wang, Yizheng Chen, Wendi Li

Abstract: Based on China‘s policy of incentivising scientific researchers to invest in
enterprises, alongside the existing issue of an irrational allocation structure of innovation
resources, this study investigates the impact of shareholders who are esteemed fellows or
candidates of the Chinese Academy of Sciences and the Chinese Academy of Engineering (i.e.,
academician shareholders) on corporate innovation. Using a sample of Chinese-listed enterprises
and hand-collected academician shareholder data from 2010 to 2020, our study documents a
positive association between academician shareholder and corporate innovation. Moreover,
consistent with the resource-based view and incomplete contract theory, our findings indicate that
the positive association is more pronounced in non-state-owned enterprises, in enterprises with
multiple large shareholders or without CEO duality. In channel analysis, we find two potential
channels through which academician shareholders promote corporate innovation, that is,
innovative human capital and open innovation. Finally, our findings reveal that academician
shareholder is positively correlated with corporate innovation quality and government subsidy.

Keywords: Academician shareholder; Corporate innovation; Resources allocation

Do Managers Treat Recognition and Disclosure Differently? Evidence from

R&D Expenses

Tingting Huang, Yilin Pan, Kai Zhu, Huan Zou

Abstract: A new reporting rule in China requires R&D expenses to be recognized in the
body of income statement as opposed to disclosed in the footnote from 2018. Using this setting
and a within-firm design, we analyze the effect of information placement on firms’ reporting
behavior. In the restated financial statements for 2017 where retrospective application of the new
format is mandated, a significant portion of firms recognize R&D expenses larger than the values
disclosed in the original financial statements. The magnitude of difference is related to more
efforts expended on recognition as well as to more opportunism introduced to recognition versus
disclosure. Recognized R&D expenses exhibit stronger associations with filings/citations of
patents, market reactions and R&D information in MD&A than disclosed numbers, suggesting an
overall improvement of reliability under recognition. These findings shed new light on the role of
placement of accounting items in the production of financial information.

Keywords: recognition versus disclosure; R&D; reliability.
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Excess control of family board seats and corporateinnovation

MR RE WY, 5T

Abstract: We examine the relationship between excess control of family board seats (ECFBS)
and corporate innovation, based on an analysis of 14,739 firm-year observations from 2008 to
2021. We find that ECFBS is negatively correlated with innovation investment, innovation output,
and innovation efficiency. Our findings suggest that ECFBS exacerbates type 1l agency problems.
We also find that ECFBS reduces firms’ risk-taking level, increases their financing constraints,
and damages channels for acquiring innovative professional knowledge. Our findings further
suggest that family origin, familization time, and family management characteristics affect the
relationship between ECFBS and corporate innovation. Our findings should be of interest to
family firm manager investors and lenders who are interested in family governance mechanisms.

Keywords: Excess control of family board seats; Risk taking; Financing constraints;

Innovative professional knowledge; Corporate innovation

32



BEIM RIEER

T REHN
Ja AR H T AT R B R o R ?

TR 1, W 2%

TEE: P A E Ok o v I, KSR T TR SO TR R e e EE
PR HELA R vh P2 BB o AU R B, SRR IRe AL % I LA S, AMEm I
T2 25 HTAE ¥ DG B B T I50TT 22 HEAH 6 o VAR T o 25 7 (R 28 R 30 A0 A XU DA 2 i o
IMAIAS NRE T RAT NV 2258, B2 RASE 4k AT o 1T B 6 58 2 72 S AL (R DG BR ol oh B T AT, 22
SR G R TH I SRR B TSR S R AR AR R 2 AR O o AR SR
THIUHRESCEE ST, BHMI SRR ER AT, 22 A0 O S R A SR B I T
RN o ARSI USRS AR B T 4 e 2 v O o S TP V) 3 1L DA B B T ) S
PESR R AT AR A T S ES .

R CHEHTRRT AR R, TR

PIERUG T M i RAZH: ETROERBIIKS LT
EHEE BRTT

THE: HE™ 4% B PR BT 25 B A 7 4 1 SR ) 2% S XU A Bk A RE 753 5 5 3 o 11 Tl 3 i £
% Al T, ASCEL 2012 MU I (SR EETTRT1) VL, HEAEMEI e &
SN 55 i S Al Z R B U R elf. BT FUREL, BT SE & 9 T F SErS
AV AEFF H T RA R A B, BSEe T HESIARER A RE, HAZg R A STt
AV PR I 55 RS AN B KB AR B T 8. A e AT B, MR 5, A R R A
H5 YAV AT RE B IS B S 55 i 5 S R A BILE S5 . JF H, FebEi By
FARCF G 2O BT RE 77 99 B T AR B R AN Gl R KT R AIRIBIX, WA SR 1 )
SR o il R 55 i 5 A IR LIAT . #E— BRI, RS % ARG A5
Preb, A S AR F S T e o G Qe A i e vl SRR TR A RS . K
SIS F 5 T MBI 5 BT SR ARSI T, 55 A e 75 TR I ML A 5 AL il
RPN TR

REEE: FHRYL) FHHEIARE SOETTHRG] EEHR AR W55 KU

33



FrEEILERS LR T
THE 2nd GANJIANG INTERNATIONAL ACCOUNTING FORUM

Network Connectedness and the Convergence of Audit Styles*

Lin Wang, Donghui Wu, Yuping Zhao

Abstract:Viewing audit teams as social groups of auditors, we utilize network analysis
algorithm “n-clans” to identify clustering of individual auditors, referred to as  “audit teams,”
based on individual collaboration history. Drawing upon social learning theory, we argue that team
network connectedness, specifically network density and closeness, shapes the similarity in the
audit styles among team members. We first validate the team construct by showing the existence
of team styles in audit outcomes and audit pricing. Using the dispersion of audit outcomes and
abnormal audit fees as inverse measures of auditstyle similarity, we find that more closely
connected teams exhibit lower within-team variation in thesemeasures. Further, the role of
network connectedness for the within-team convergence of audit stylesis more pronounced when
firm-level quality control is less robust, the teams include junior auditors, and the clients served by
the teams are more divergent. Network density and closeness also strengthen the relation between
audit-team style and that of team members. We extend prior literature by identifying the audit
team as a relevant unit of the analysis for audit production and documenting the importance of
network connectedness to more consistent audit outcomes.

Keywords: Audit Team; Social Network; Social Learning; Audit Style; Knowledge Sharing;
Audit Quality
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Men are from Mars, Women are from Venus: CFO Gender and the

Provision of Trade Credit

Xuanyi Chen, Yu Flora Kuang, Hanzhong Shi, Kerui Zhai

Abstract:Using manually collected data on supplier-client pair-level trade credit, we
examine the impact of CFO gender on a firm’s trade credit policy. We consistently show that, in
contrast to their male counterparts, female CFOs have a lower tendency to extend trade credit to
their clients. It appears that the gender effect in trade credit is mainly attributable to the risk
aversion of these female CFOs. Furthermore, we show that the effect is particularly prominent
when stronger corporate governance mechanisms are in place on the supplier’s end, while it is
effectively mitigated when the supplier perceives less information asymmetry in assessing the
client’s business and performance. Overall, our findings highlight that risk aversion is not an

inherent characteristic of a certain gender; Instead, it tends to be context specific.
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COSO-Based Internal Control and Accounts Receivable Management

Abstract:Internal control regulations in China adopts the COSO framework, which promotes
enterprise risk management and considers not only financial reporting but also operations. Using a
COSO-based internal control index in China, we find that internal control plays an important role
in accounts receivable management. Specifically, internal control quality is associated with greater
receivable turnover, less receivable aging, and less receivable impairment, which indicates that
quality internal control mitigates receivable risk and improves receivable management. Our
supplemental path analysis reveals that additional cash flows from operations are generated when
internal control alleviates receivable problems. Moreover, quality internal control shortens the
overall cash conversion cycle, despite the cancelling effect from faster payable turnover. Since the
Sarbanes - Oxley Act (SOX) Section 404 has a narrower scope and covers only internal control
over financial reporting (ICFR), our evidence regarding the effect of COSO-based internal control
on receivable management fills a gap in internal control research.

Keywords: Internal control; Accounts receivable management; Cash conversion cycle;

COSO

Does executive gender matter for corporate financial policies under

uncertainty?

PRt WIRIE,  FENIT

Abstract: This paper investigates the influence of CEO/CFO gender on corporate financial
policies under uncertainty, including corporate investment, debt financing, payout ratio, and cash
holding. Using a sample of Chinese firms from 1999 to 2021, we find that during periods of high
uncertainty, corporations with female CEOs/CFOs are not more risk-averse than those with male
CEOs/CFOs in most financial activities and are even more aggressive in debt financing. These
findings persist even in corporations with limited risk-taking capacity or lower risk preference.
Our results remain robust when addressing self-selection bias and unobservable factors,
controlling for other corporate financial behaviors, using alternative measures of uncertainty, and
conducting sub-sample analysis. Overall, our findings suggest that gender differences in risk
preference might vanish in top management.

Keywords: Executive gender; Financial policies; Uncertainty; Risk preference
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Alternative Controlling Shareholders and Audit Fees: Evidence from

Shareholder Agreement in China

Honghui Zhang Linyi Zhang

Abstract: An increasing number of shareholders are united as controlling shareholders
through agreements in China, called alternative controlling shareholders (ACS). This study
investigates the effect of ACS on audit fees and finds a positive association with audit fees. The
results of channel analysis indicate that this positive relationship is driven by the entrenchment
effect of united shareholders and that the ACS manipulates earnings quality, causing higher
pricing by auditors. The cross-sectional analysis results indicate that this positive association is
more pronounced for firms with high agency cost of controlling shareholders, for audit firms with
organizational forms of limited liability partnership (LLP). The results of this study both enrich
the literature on audit fees and contribute to studies on controlling shareholders.

Keywords: Controlling shareholders; audit fees; agreement; entrenchment; China
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How Stakeholders Discipline Corporate M&A decisions?

Fei Du Ruilin Liu  Yutao Wang

Abstract: Limited study focuses on which stakeholders exert influence and how they affect
managers' acquisition decisions. This study aims to bridge this gap by examining the interaction
between stakeholders and managers during site visits. The empirical evidences show that when
stakeholders inquiry the M&A related question during site visit, they can impact managers’
decision on selecting value-enhance acquisition. Further, we find that the positive effect is more
pronounced when funds and analysts attend the site visits, stakeholders’ questions involve the
processes of M&A activities other than the outcome, and managers provide more detailed
responses or use a positive tone. Additional tests show that asking M&A related questions also has
a positive impact on long-term accounting performance after M&A. Overall, these results indicate
that stakeholders deter value-destroying M&A by raising M&A-related questions during site visits,
especially for funds, which extends the literature on factors influencing managers’ M&A
decisions.

Keywords: Q&A manuscript, site visit, monitoring role, value-enhancing M&A

Property rights and corporate toxic emissions: Evidence from the enactment

of Property Law in China

Shaojie Lai Lihan Chen Xiaoling Pu Qing Sophie Wang

Abstract: This study examines the impact of changes in property rights protection on
corporate toxic emissions, with a particular focus on the implementation of the Property Law
(hereafter the Law) in China. Employing a difference-in-differences (DID) methodology, we show
a significant reduction in chemical oxygen demand (COD) emissions among firms with lower
fixed assets following the Law’s enactment in 2007. Enhanced access to credit stemming from an
expanded collateral menu has facilitated upgrades in production efficiency and technology
adoption, offering plausible mechanisms for these outcomes. The effects are most pronounced in
privately-owned and smaller firms, as well as in those subjected to greater government scrutiny,
higher environmental pressure, weaker financial conditions, and unfavorable pre-existing legal
institutions. In addition, we observe that firms curbing toxic emissions receive more government
subsidies and enjoy lower tax burdens. In sum, our study underscores the intricate interplay
between property rights protection and corporate pollution.

Keywords: Property Law, toxic emissions, financial constraints, technology upgrades,

environmental policy
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