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PEN—FRe Bk AL 412 KigAb ) iZ A TR S H o JiLa Porca et
al.(1999) 4t it > ~FHE & E b A " i 35% N FZ kAl > 757 RGX — H A F|
45% (Faccio and Lang, 2002) > T AE 2R 3% — L A8 B 2 32 40T 70% (Claessens, Djankov, and
Lang, 2000) » BUAEAE AU 23 80 2 [ - SRl 5 e T AR 7K 500 2 7Y
#E=7r 2 (Anderson and Reeb, 2003) o B ERKUL > 1978 4FLIKRAY LTl et 1
FERBEHRATK LR IE > FRA AW AR - CA R ] 22 35t 1) o 2 20 AR
G > TR BT R R R ALY L BIA ] 129 (XRE-F-FI 5 > 2005) -

FRAR M Y i A7 AE 5 T % 3 ISR > AR B R LS RIRAE
RIS (Anderson and Reeb, 2003 ; Villalonga and Amit, 2006 ; Bennedsen et al.,
2007) » KT FIEE BT A Al 2 THE BRI > 458 MATEMW o #1401 > Wang(2006) »
Ali, Chen, and Radhakrishnan(2007) ffF55 K » Kl B 48 HORERK - &
Fil e Bi 2K > BoR B RS TR N2 HME R o 2R > Fan and Wong(2002) f5 i >
WL FLA 5 B AN AL S BF R A 2 TR AR IS B & &BAK 5 Chen, Chen, and
Cheng(2008) PR MK » FigA L s> M T2 1HE B B S BER - E—20
bt FEAN R EERR ETAR > R TREZ RS THE BRI R
GEY 2

FIREE N EERER > A rREE Oy &b > ZR A A 6 2 50k
HAE N B AR W FIRFN 5 25 7 H #2425 (Anderson and Reeb, 2003) © 4/ Chen,
Chen, and Cheng(2008) 4t it » FKIRAEAR LA F-HFFIR L BLAE] 18% - 474 220% HY
FOREAL > H63% W4 CEO Sk A IE © 73— > Qian and Weingast(1997)
fei > BRI R E > PRURIARRT S o MR A BRI A AL I > AR
AR 1 0 5 rh /DB B IAEAE R 2 P28 o JX Se R 1) AL 4L 45 40 0 2820 3 B
B i A BRI R > R RBAR AR RAE BB EE AL > 5200 K
A2 B AL K (Fan and Wong > 2002) °

FT UL > ASSCH 2005 2 2008 4F LT A R - TRAFE 5 TIN50 T 3R E %
EE R A A2 IHE B iR o PRI - FiRdLEREHRNKPFER > 218K
TN R B T Re S EE - T BRI TE R St o ARSCHER R > TEF% T
HY T X5 P A AR S5 RS > AR 5 A B B A ph R 55 T A RIS =
B ITHE BRIl A R 2 i HE B A B A T U RS o

BEX R G Ak 2 T HE B 5 AR R B SR IRAE L LTI o
4G > Ball, Robin, and Wu(2003) # i » ZERR A # R T A [0 B2 45 B R4 -
BT RARE I ~ DA AT WO B B S SRR AR 40 BT > A SO T R E K4 M
22 THE BAFAE bR B X G Al P 1) B 2 THE R GEM T o R > FE N —
P im A2 E Y AL RIRAE IR T Ar2IHMEE R E > 45 HA
TEMWT o JT FE R AL B 7347 > A SCER AL T 55 7 BUOR AP A SIS JIR e 352 W)
AF2IHE RRFES > NIRRT SRR B2 1HE BRI T 2% - &
fa - BATBFR R > KRR S H AR RBP4 "G B
At > IEUT AL, Chen, and Radhakrishnan(2007) T 48 H 04 > IATR 38 7% &R PAARE ZK
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SCHE S5 W) SR HEANTT ¢ 58 R B T B AR SR A k2 THE S AR 9GS
Fik 5 5 =B i OF A BE T 5T LT A48 5 BB 2R T BRI b A A 4R AR S
WO TR 5 265 TR N 20 TARAS ~ BE AN E 3L > XM AR BAEAT T304
SBNTRIY AL ARE B~ BH e U e T A g B A A S 5 T SEAS B T A B
A2 HE B BRI 5 55 -L iRl — 2 oM TR ] BRSBTS 4
R B2 5 5 NEIEAR SO EE L » S /\ER > W AR RE - DFUAREEL ~ o]
A B AFFAEA S T AT T U AT 5 B fn I AR R

=~ XERE B

KTF RGN 2 THE BT & - WAV RET TEZIH o DUbi /R 500
AT HNEENZ > Wang(2006) BF K IR - GENE Al 3R ) BOARFL BE i B A 28
BRI 2T R AE RS 8 IO 7 0 5 KIS IN o BT R —FE4 > Ali, Chen, and
Radhakrishnan(2007) SEANE BT T ZEE BN A Rl 2 1HE BRI o MATR M
FIG AN AACRA BN AR T PN TR~ BRI R SN 2R O B 2
RPN AR B A WA RE ST > 1 H > G5 A Ml 380 ) T 00 24 W) B89 2631 2 EAT B2 1 R
o RE LR ER » KRG IVEEESHEN2IMEE - ARAFEERFEN -
1 > Chen, Chen, and Cheng(2008) HT AEMEEENEN LRI > FEERAT
B /DR AR PRE R B A3 F 5 RAR R I HL R 2B IR > R4 St
WL IHE EWEIHLA T o Ali, Chen, and Radhakrishnan(2007) FIBFHR WIEST > N{E
TR B AR RS - KRl ia 25 BB A5 o A RikiL K
X — #RF{4 > Fan, Wong, and Zhang(2008) T AR T F A A HE R
Wi o WFFR I > GPERBRIEM N » 21 HE BRS04 B ) h ) B 5648 > RBL
HE BT D A AR RN W) 7 40 B RIS A

B EEH > O SO RR L2 THE BT T 5% > H850 M A —
oo MH > FER LR > FRUFR EERE TV BUATY » 5T A L6
P FREZEA T RER I S VE A FURE B2 1 HE BARE Nt > A S0 F
M EH AR - T ER R E > XNEERI AU R KR 2 HE
BT BT 4

= HEER
(=) BERKELHRRE

HEBCEITAR - RE KRS T AR ~ W32 R NEIR B K &
Pife o EAE2E 80 AFAAHT o B X E A A RIZ BT FAS - MR~ AR R AL
JHaa B > AT RE R LB ARTE o Z )5 1992 4F + IR IIRG R 1 A A
RFEAR - Z R I E T R R R T A BT R E SR AR 9 R R B E T L
B - TR R A BN S K o HEA 21 A [ G — 2 S A0 A
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Pii | /N S B0 S s o AN 1 VAV R N i 75 L [ B R K B B 7
HAVIHIRIE” o Bt > FRIE G AL R & etk - 2

Wt 2 i A M 7 R 2 U5 SR T I ORI B A BRI B R RS T A
TG o B2 FRE FR A I AR IR % 45 4 o 3 P B AL B e A4 [ T
PRI T R > B F KRB om0 ok = &y > KEsa s 54
BEAEN— - HiK > R 5L E MRS o REREA L EZ % 3e”
AR > o 500 MY 2B A BN ok A A ERISR ~ MR g R (B4 >
2009) ° 5 = > FHRA A N FBIA B E AR T FA - YN - 1AM A PRI Rk
X BB O (VIR A /N > 2010) o

(Z) BRAERBZHRY

KEGEAT Y A E2L 90 FERAE ST LIK » NIRBER T E B A - AL 3 T 4 fid
RIE > AL TR E AW TEE © 19931229 H » 2EARARASFHIGEL T
(A NRILFIE A RIE) » 1k pymiAn AR 3 E /s B R R R P R A
AMREY Y B (GL S0 > FFAEATRIMRE - 2004) 2 19994F7 A1 H » FRERBEE T 5 —3
FEAR G — (A N RSN EIEZ53 ) 1B 2RAE R - IIE SR K AT R T 3458 5 55 J7 T 47
FEEA R I ARP AT THIE © 2002451 A 15 H > Femn NRIEBER A G T 23S 1
T IR K AR Bk ik 5 | A 1) B AR AL 21 23 G2 A A % [t FR) S8 R0 ) > 8 U B i 2 SR 1k g 32 B
RER BRI R EEES A > Bt R R R R B UR AT TOR1T o SRTH > FE I
AR R AR b T FR N AR R g S AR T B B R
LI~ AR - WEE By ~ R BERHESRE o X— R TR
MR > BRI GBS E 5 55— > DA B E R Rt — AR
s RBIDKAR > RS TE IR E L8 ST T Uk S M e 12 rh i B IR A2 > (H
T Z BARWATHY SR - 92 B b A o NBCSE A BT R RAR B T AT D i A5 2
LUEMERE o B > BRI E - FERIA U T FRE BT AR /N R 5 08 %15 20 H
BB o

R KE

TECHRA T SRA KD —F " > Berle and Means(1932) 8 HELACA 7] AL
RRC LSS > RIARE BE AR B AR /MR IERON > T 4B RO R TE AL
HE T o s A AT A HIRLR 22 B o XX R RALT B > Jensen and
Meckling(l976)i/l:\:\l$?” s TSI AMA @IS RARTELE— > ARSI s
N T IESRAS NFARNTT 0 3 AR M 2 77 AR ROR S BLE M AR 2% > A48 > R
IR ZARBRW T o RV A 3 HIOR S 36 20 R I — /N Em Rk - SRT > ST mBF &
W > FEDE 3 2 AP HAE K > A RIRBUHE XS B o - BRAFAE — DR A 2 B 2 BURELY
KIEZR (La Porta et al., 1997 5 Claessens, Djankov, and Lang, 2000 ; Faccio and Lang,
2002) © X1 > Shleifer and Vishny(1997) $&th > o1 T RBARESR T A AHEEHIEL > AT HE

2 DURHER SR SR I R AL R ] > HAE Tl (5 GDP I HEEE B K 36.3% (B4R 3C > 2007) ©
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H
22N T AR T BORL A 17 400 3 oA /N BAR B 2 > AT ™= A2 K IR 5 /AR 0] Y A1 2
R FATIE 2 AT I -

XNT R E > TS RHA Z BB VE N EIRIBAR &K% 5 A )l
X2 A2 NS (Jensen and Meckling, 1976) » 1l H » & GUEHE RN S
225 (Anderson and Reeb, 2003) > XA RHE RN Tk - XA B FREARA 7
REEHEMMGE BRI - F o Kb AR B TEAR T E o H—HH > K
T A 5 e B A1 30 s - T L GRG0 2 R AT A W A IR > R T AR
PETIRC - I G IR AR W] R 2 171 35 SR 428 fASURA R A 4 /N BROR Rl 4> 28 w9 A B ]
BTG ™H o BT I > Ali, Chen, and Radhakrishnan(2007) AN > Kk 215
S 5 Bk T AR ) R TR AL ) R T A A X i o

TEPERHFTWERE R » BN RENGLS T T A RREE > 40 HEEEA
SR HIEE R TN - RIS /NS A £ B9 12 o5 32 BB > KA i AR
BRI 8 o HUL - I KR B IR IR EE > 28w ROAR A B2 ) B A
RS 115 AR > Rk 2 IHE B RESR S o Wang(2006) F1AlL, Chen, and
Radhakrishnan(2007) FRFRIESE » REFE LA A EKENREEEMR > 218
RIGEEEEER > X7 MR IATE Ny R -

TER R H PR ORI B B % T B TR A R R KRR AR F1l 25
B - R A ACFE BTSSR Faccio, Lang, and Young(2001) ~ Bae, Kang,
and Kim(2002) * Cheung, Rau, and Stouraitis(2006) * Jiang, Lee, and Yue(2010) %5 [T
R > 7R 2% 8 IR S 0 IR A ~ ST ~ B8 7= 32 7 Bt A 0E 4 TE X
X NBARF 2 BEAT T o 10 H > 2 — FERE O R AR I PR AP B I JX R
17 N#™ F (Johnson et al., 2000 5 Lemmon and Lins, 2003) o Kt » FEF 187 > &
TR X AR L ] ) e o A QB [P LT 94 7™ AR I HRA o

X T2 Y kTR R >y T I DU A B R AT AR S AT R AR ) > X
Pt E DR ORI IE B - BRI > FE R AL A AR R R T TR R > FE LG I
T 5 HAB/NBAR B AR 20K 554 KR L AT B ER A AL o BAKRRY > Y KRR
IR AR B TR ASCRA R T S 1t < 1K 7 28 5 H‘J(Cheung, Rau, and Stouraitis, 2006) > N4
XA AN SR RS 2 AR ATEZ B 5 E— 0 > XM R R BE
B IR FR AR AR R W A R S A TR > 18 B2 THE A IO AR Sk B 48 I Re 1 1Y
NF& 5 f%J5 > Ali, Chen, and Radhakrishnan(2007) & H > 00 5 a8 H A 51 IR 4k
AT - SR A ML ST ) “ Ry 0 "R SR > 2 AR PERR IR — DN E R - 4R
BIME » G R N ARE T~ BT AT 0 1 B A fe 1k 4 J Tt 2 Wl 22 315 B
A TR > H I FRAT TR A SO R TR ARG -

HRBY - MEERKREL > RERKELHLIUHELRBER -
BHER - BENZE
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JEE BRI RV RFIARYE > MARAS T LASIER © ffa - BATS 2] 1728 A BT Y
Al HAP R 255 R - FEARR R AR AR 1 R o

*1 FEAL Rl AR

LtHEE Rkl RS BRER
1990 0 8 8
1991 0 4 4
1992 0 53 53
1993 1 133 134
1994 5 117 122
1995 3 34 37
1996 5 197 202
1997 9 207 216
1998 5 104 109
1999 6 94 100
2000 16 127 143
2001 12 67 79
2002 9 62 71
2003 19 48 67
2004 42 58 100
2005 7 8 15
2006 29 36 65
2007 72 54 126
2008 15 62 77
it 255 1473 1728

TG TRALR A ZRAA AT > o B8R - 25 USAEA B9 AT Ik 23 A1
NEHE > FIRAAER T ~ 2~ AEWHI -~ HUR - B0~ BCR AR BHEARSE =
PLER RS - MAEASNHATE - SSlis i~ fh iRk SR IAT LR R D -
FATTtho X SR A By il DX A AT T 483 o AR INR 3 PR o ATLUE R - FEHTIL -
R ILAMBEEE R > ZRSIVHEERS - RE5HEX REL TR R IEM —
B MAERRPE ~ TN~ 2= B A0 P A N R SR Ak A D

(D) BT

ASCH B BEE N A B A CCSMAR HF E IR T 52 5 i) > Bl A w]
T 55 %4k B CCSMAR ] BT /W S5 4R BRI ) « NN — LW A RESR WA
AR > FATEW T LA R BRI > %50 E Bk A LA RS FEN -
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*®2 A ATl A

il _ FREL B
NGIE el

Ao~ MR - vl 7 2.75% 2.26%
KA 1 0.39% 2.37%
i ok 10 3.92% 3.88%
gy e~ KB 17 6.67% 4.57%
b~ KA 4 1.57% 0.35%
AR~ BNl 9 3.53% 2.08%
Al e s TR~ B 25 9.80% 10.88%
T 24 9.41% 4.40%
oI |y == 22 8.63% 8.85%
LA ~ s~ AR 49 19.22% 16.32%
2~ A 25 9.80% 5.79%
A i) 325 Ml 8 3.14% 1.56%
pEirin 7 2.75% 2.20%
Zimis i~ Al 3 1.18% 4.05%
&R A 23 9.02% 6.19%
R MEEH G 2 0.78% 5.79%
S35 M=l 9 3.53% 4.69%
Fo S5l 2 0.78% 3.18%
oih 8 3.14% 4.22%
Bt 255 100%

(Z)RERBAHEX

FRAM AR — D HERE R T RIR A E X - A TR B2 552
— b g N FRiRA L (Anderson and Reeb, 2003 5 Ali, Chen, and Radhakrishnan,
2007 : Chen, Chen, and Cheng, 2008) : (1) Ml 57 s H 5 ik i 53 40 28 W 2 40k
By 5 @AM S SRR G A RIE S 5 (3) O 57 3 SO F R B 5 A
B o %08 R — DR BRI > RITE ) E ZR5 Al s R B Al B 37 o B AR
TR RE R N AR E S & A AR Z R - SR > FRE A ki F
TR MG T IX— 5 BRI A B A R R E O R R A (D55 Al
R3C> 2003 5 BUNRIFIEMERS > 2009) o BT LA A RIRAR L H AT GilH > B
o RAEBHEF - 2007) » L REAR EHAAZ BRI NSKRmMA - B
EAR SR SR - R AR ™ % X ERY KRR -

BT > ABFRX BT w) ) KR AT TAECE A o B - AT
£ 2008 % b A AR AR AN D NBR R 5 R85 > BADOHZ 2828 ®] ) g
ST TIEW - BIER BT DICREE — RIRAR K AERTR A 5 HE > ATER TR
RABTE LR 7 SR - FIR KB ~ A F 3 3 al m R 1 Al B 57 s R
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*®3 GRIGAR MV P 3L [X A1

#h[X R JER=F:N
NEIE el
bt 7 2.75% 6.25%
K 1 0.39% 1.62%
rk 4 1.57% 2.26%
1Py 1 0.39% 1.50%
e 0 0.00% 1.39%
T 7 2.75% 3.41%
Ak 2 0.78% 2.03%
B 4 1.57% 1.85%
i 13 5.10% 10.82%
LI 31 12.16% 7.18%
WL 60 23.53% 7.23%
L 3 1.18% 3.30%
e 12 4.71% 3.53%
YLVg 3 1.18% 1.62%
7R 14 5.49% 5.90%
bENE] 6 2.35% 2.31%
ikl 4 1.57% 3.82%
W 3 1.18% 2.95%
IR 52 20.39% 12.96%
] 4 1.57% 1.50%
Hixe] 3 1.18% 1.45%
E7N 2 0.78% 1.74%
gl 10 3.92% 4.28%
el 1 0.39% 1.04%
Py 1 0.39% 1.62%
[l 1 0.39% 0.46%
D] 1 0.39% 1.62%
ol 2 0.78% 1.27%
Hik 0 0.00% 0.58%
THE 0 0.00% 0.64%
s 3 1.18% 1.85%

Gt 255 100%
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() Wik L1t

XTEE AR ARCAS & > R4 THAME X > MRS RS - K i
7~ o R 5 I REAR Y 11.88% > FIRSEA 2~ T A 19 oK el o 74.15% - &
2 wVED FE S T AN B 2 LR A(E N 0.0841 > “T-H4F Bl #2 RN 0.5336 © -
M5 LA A SR B =1 23.65% » = Icas A ¥ 0.0184 » it
W B AR B K F 0N 21.18% » FoE BT AR — MK RSB & > 5F—K
BEAR TR LB B 21 37.01% > i L 2531 86.42% o

&4 AR E X

FAMILY _DUMMY Fr AT NEEER > BUEN 1 > {0 e

FAMILY OWNERSHIP FIEFEA B LA w AL -

ABS_DA WG Jones BERY T 1 20 W) 108 M N R Y
Y XHE o

ABS_RES WRHH 28 B 4 T LA T R A P 22 48 XA 1Y B SR

NI O EVENERNE S FER T AN A 0 LA -

RETURN NG R gl

D PN FAEE WS R RETURN/MNF0 > DBUE N1 >
BWHO -

SIZE EHI S LR 0 B RN BUE -

LEV 8w A IE RS KR S RS- B U -

ROA o5\ R R 9 W H A -

GROWTH IS FAH B UON I A BE 3 K% o

AGE FHTAERR o

LARGESHARE 5 RIRAR TR LA o

YEAR AEBEIN AL B o

R E R A B A BT TR FRAT R T R AR G Al ) — S B A
IE > RGN « MATES » KL 2 E ML (SIZE) FXTE/N > FTRESR B T Rk
J/J:\ikE//l\i&i&ﬁ?%%ﬁ@ﬁ@?ﬁ(\/illalonga and Amit, 2010) > X HARIAE FHR Al 1) B
BRLEV BT ERERM G TSR b o AR > KR8 S K
PR AT T Rk A RIS A 7 AR 2 (RO A) FAS B N A1 K2R
(GROWTH) ° f¢Ja » FeEZRAR AN 42 > EHT4ERR(4GE) &M T A KRR -
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*®S EEAS B A TS

xE RN E 98 hE EE BRME BAE
FAMILY_ DUMMY 5899 0.1188 0.0000 0.3236 0.0000 1.0000
FAMILY OWNERSHIP 5899 0.0394 0.0000 0.1162 0.0000 0.7415
ABS_DA 5697 0.0840 0.0518 0.1084 0.0009 0.7772
ABS_RES 3988 -3.1244 -3.0118 1.4554  -20.1013 3.2992
NI 5711 0.0841 0.0673 0.4912 -3.0156 3.1270
RETURN 5711 0.5336 0.1824 1.2143 -0.8146 5.6694
D 5711 0.4495 0.0000 0.4975 0.0000 1.0000
SIZE 5899 21.2951  21.2168 1.1306  12.3143  27.6251
LEV 5899 0.2365 0.2219 0.1804 0.0000 1.0474
ROA 5899 0.0184 0.0281 0.1006 -0.6190 0.2107
GROWTH 5899 0.2118 0.1364 0.6144 -0.8255 4.5709
AGE 5899 8.2904 9.0000 3.8572 0.0000  15.0000
LARGESHARE 5899 0.3701 0.3466 0.1555 0.0082 0.8642

F 1. ABS_DAWIIIIE A Fir gk b Je PR 3B A3 A7 Ml A AR A 7 KD T ik 4T Jones B8R A 11 5
2. B2 T B A P AR I 4 A8 B W T TR B B o 1 AR B > T L ABS_RESHILN
(B> T —4 5 3.3 v AR R U B 28 R A > NI~ RETURNAN DML R4 o dok

Mo

*6 FRE T F AR 28 FHAE LR

BE HiE
Rk £ T Test xRk K& Wilcoxon Test
SIZE 21.4633 20.9974 9.31%* 21.3687 20.8666 11,34
LEV 0.2394 0.2080 4,05%* 0.2186 0.1936 3.24%
ROA 0.0152 0.0381 4,81 0.0269 0.0479 A1
GROWTH 0.2140 0.2341 -0.80 0.1323 0.1725 -4.25%**
AGE 8.5449 3.7126 33.8%%* 9.0000 3.0000 29.2%xx

E 2 *3RIRTE 10% MR- I2 > ** FRIRTE 5% WY /K T- W35 FRIRAE 19% YK T3

N SRR

FATN LA B ~ BB Ui v P00k K5 150 B I el A58 7 T A Al B 22 T
BT THE THSRZ -
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Sloan(1996) & i » /KA B R EHERW A AN SR RNEBEAR N > 25
JRE2THE B — DRI o Wik > BATE SRR T RKikS 3 50 Il 4 2 45 #K
—TF‘ o

&% Defond and Jiambalvo(1994) > B 324 (2003)IWF5E » A TR FEE ~ 24710k
£ A Jones BERIAGI & 117 8 Rl AAE BAIRERE 3 BRRY > B o1 B98E > Fdi]
SE AR AT A T I AR R

TA, AREV,

1 1
Th TwraT

i i i

A TA R R R S T A RE R A A E T S B
AREV EA A EENSINWAFEEAA 5 PPE RN FAERT B~ %88 % B 58 %% R
{8 5 A A FIE G -

+ ¢ (1)

FIA (1) 2R IR RIS R > AN B > A5 o B2 7)1 5 M N TR
1 ND4, »
AREV, . PPE,

NDA, = a, + &IT + a,

_ @

IRJG o TRA TR 21 SR AR 5 50 5™ TR R 10 R AL 7oA, 90 25 A B L A I A R
FIIE NDA; » SRAF 2w/l AEIEF RN FIE DA, » B DA= TAJA, — NDA4, »

o > BB A R 2 [ N HEAT U s R (R AR B 28 AR B (Warfield, Wild, and
Wild, 1995 5 Bowen, Rajgopal, and Venkatachalam, 2003) » FA 1Xf DA BV XHE > DAt
N2 Rl AVE B 8 (ABS_DA)

A TR T 00 R 5 R B B RIS O 2 R LA B R

ABS_DA = B, + B\FAMILY + B,SIZE + B,LEV + B,ROA )

+ BsGROWTH + BAGE + B,LARGESHARE + B,YEAR + ¢
X ABS_DARNF A BAS R B E I F MR TR E R 2
FAMILY SR IEA AR & > A5 KR A WS & (FAMILY_DUMMY) F1 5% 1% BT 45 AU AR
& (FAMILY_OWNERSHIP) * S<UE 2 TS H5 > BORAS ~ 5155 3249 = % 5
TR A T B A BT A R (Healy, 1985 ; Watts and Zimmerman, 1986 ;
Sweeney, 1994) » B » A IFERIH AN T A "I AL(SIZE) ~ TR (LEV) L8 8k

3 ATl SRR AE AR i [ E AT AT A RAT S AR 51D o Herb s il A g Al AT kR
P AEACHS - gl R 2 AR -
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3 (ROA) AL & © Warfield, Wild, and Wild(1995) 52 KL » i KA 7 E A shHL N
IR BN A3 MO TN AT B AN B > AR DRI ) T A RIBLK M (GROWTH) » Wi 2
FAERRAEE K > KGR BOE WK (Anderson and Reeb, 2003) » NESHlX A 721
HERR > AN LT AEBRAS & (A4GE) © Fan and Wong(2002) B R » fE74R
M H X 28 BB 5 2 15 B R AE G » IR SR ) T 5 — KA R
B (LARGESHARE) ° fiJq » BERIGN N T 4F BE M A8 5 (YEAR) ©

FK7ie FARBRI )R [ 55 o Horp > KAWL AS | FAMILY_DUMMYH) 2%
BENIE » R > R EGFLWIEEFEN A > AREHEAOBRERS -
KA BB H S > FAMILY_OWNERSHIP B 2500 0.0294 > 7E 5% 7K - i
o U - MG RIRFER LI SR > AR AR IEE MR TERRE SN > B AR AR
FERR R o RAVTR XM S > FIRESA A Al B RGN NHARL E o LFAMILY_
OWNERSHIP WL > FRAE A 0 A AR B — M ifE 2% > A R IE# %
ML RE 0.3 4N 48 AL o HAhAS B [IH 5 R EoR - AR - 28805 3
TE R RN GO DG > A m BB R M R B AR PR R TE R S TR TE AR
* o 5Fan and Wong(2002) HI L5 A — 2 RS i 2 R R IE 5 ME TR 5
% > 2iHME B TR -

r®7 FIRPE IR 23 m) A B A S
FAMILY DUMMY  FAMILY OWNERSHIP

FAMILY 0.0086* (0.055) 0.0294** (0.032)
SIZE -0.0176**  (0.000) -0.0175%*  (0.000)
LEV 0.0246** (0.025) 0.0243** (0.026)
ROA -0.2747**  (0.000) -0.2746***  (0.000)
GROWTH 0.0286**  (0.000) 0.0285**  (0.000)
AGE 0.0020**  (0.000) 0.0020***  (0.000)
LARGESHARE 0.0398***  (0.000) 0.0375**  (0.000)
Constant 0.4027***  (0.000) 0.4017**  (0.000)
YEAR At P il

Obs. 5697 5697

R 0.137 0.138

T L R IE R M R R (ABS_DA) ~ ANEIABLH(LEY) ~ KB WE(ROA) ~ WK
(GROWTH) i 4EBR (AGE) #47 T 3% B 1% AY winsorize S0 R 5 2. (1] I M0 (B0 A7 a2 2
PN B AT AL A REAR 2N )R D TE :30E AT Jones MMM 3 5 3. WESHISR T £ R840 - 55 4
P B3 T Huber—White A% fG bR 25 TS 5 4. * FRAE 10% MK T3 >+ FRIRTE 5%
BIZKT-0.35 > o FIRTE 1% K03 -



GMAR M 2 V5 BT — ok B v [ BE AR T 3 14 2 6 e 4

(Z)  HRATNE

& Dechow, Kothari, and Watts(1998) * Barth, Cram, and Nelson(2001) A5 >
DU BRTUEN 5 — EERAE LTI A A AR SRR o« BT BATHET
FEANAE FE A2 T2 AR O AR A i Re 1 K/ o BAREY > A e
FE

CFO.,, = v, + ¥,CFO, + v,AAR, + y;AINV, + y,AAP, + ysDEP, + yOTHER, + ¢ (4)

Hb s CFORARLETRNMEGFTE 3 AARIEN TN A F AR & 5 AINV
fir N FAE SR AR BE AR Y 5 A A PR RN IRERAE BEASfL & 5 DE P& Y 4T IH A
T 5 &G > OTHER% T /A RVEMAE S (CFO + AAR + AINV — AAP — DEP) 1]
ZER o BaRAR B IBR A RAE LR B T DAbR HEAL -

BAVELE ~ A AG 1T B2 RGBS A FIIIME R TR - SR 5 B4 X
{HI B AN ABS_RES » LAMCAE WA Al B AR TN AR & BE I & - ABS_RES
MBUERR » R ol BIA RIS SAA RS RARRE A BN > SRR
oL S BRAIG o FE T B RFEARAY A » AT I T U0 AR R R AN JE R Al 2 1t
BRI AR 4 Re S22 5

ABS_RES = ¢, + ¢,FAMILY + ¢,SIZE + ¢,LEV + ¢,ROA + ¢;GROWTH 5)
+ ¢ AGE + ¢, LARGESHARE + c¢,YEAR + ¢

Ed s FHAARABS RESEEXIMEATN AR ERWMAET > BLE
FAMILY G R A\ WA B FAMILY _DUMMY M Rk i AW AE & FAMILY _
OWNERSHIP > Cohen(2004) 45 i > M3 {1 5 it & 2 Y HE B shALBGR T15 B9
AT S o 242 RIS, > 20800 55 S 2 M3 > 15 5 B 28 1) i A 42
o L B T A R (SIZE) » BE&E A Al RN » SR E EZ 1
TR A RIZEIR DRI TER - [ H B ILAI N A A TUBAS B (LEY) © 247 7 BRI i s,
KRS > #EEm T ENSITHME R RET DR L 54 » Xl ok 155 B 45 2 1 Al
AP > IR — R > BERVEEE T A AL E S (ROA) MK (GROWTH) 2%
o RATEIIN ET IR (AGE) B KA H# I LU (LARGESHARE) K43 Al il 3 7]
SRR AN AR o0 2 THE BB AME A » fefg > MIHEHE T4 BENEAS & (YEAR) »

T8I (5) W IRHZE R » Hoh iR » FKIRM AR & FAMILY_DUMMY F %K
I A RS FAMILY_OWNERSHIP [ Z BT N IE » BRI > FiRdl &k
AT P RE Y IS T B AR R R R D S HME BRI o BIHE RS
FIGEEE N A 2 HE B =4 TR > 2 TR B AR KR IL 4 i i B iR 2% -
HAAS B [ A 25 R TR« RARIRKIE IS Y B2 M RAR B § X T2E SR
BT R KA 1 ) > 24 A AR P R R IR 4 Y R T %



HR KK E
*8 GREMAR IO 2 ) B 4 YA v i 4 14 2

FAMILY_DUMMY FAMILY_OWNERSHIP

FAMILY 0.1913%+* (0.004) 0.5521*** (0.002)
SIZE -0.0557*** (0.009) -0.0557*** (0.009)
LEV 0.0073 (0.957) 0.0028 (0.984)
ROA 0.7425%+* (0.005) 0.7475%+* (0.005)
GROWTH 0.1114%+* (0.004) 0.1110%** (0.004)
AGE 0.0003 (0.962) -0.0003 (0.956)
LARGESHARE 0.1727 (0.240) 0.1259 (0.390)
Constant -1.8539%** (0.000) -1.8340*** (0.000)
YEAR 25l i

Obs. 3988 3988

R? 0.308 0.308

T 1L BEHA AR AR (LEY) ~ ST (ROA) ~ BKAE (GROWTH) FI LT 4EBR (AGE) 4T T
Sk 1% M winsorize 43T 5 2. T2 1A AR TN R R LA A8 & ABS_RES I 157522 ]
B e+ VAEMBUE - T LRI UIE > T —4F 5 3 088 W 307 210 52 0 > $55 A P 3L T
Huber—White W4 G AR HEZE TR MG 5 4. *FRTE10% 7K T- 8.2 >+ FRTE 5% KT &
F o P RIRTE 19% KT -

(Z) T RAatHIA

Fafd vt B A A B X — 3 BHHIE (Ball, Kothari, and Robin, 2000) > %= 4
9 KRB B T BTN SR TR 2 5 0 WA ORI R R VA XU - A T
2 7HE B HIAEL (Ball, Robin, and Wu, 2003) ° 4 AR S Ik 0 A AE B2 it A
T ERES A E TR

NI = e, + ¢, RETURN + e,D + e;FAMILY + e,RETURN X D
+ e;RETURN X FAMILY + e,D X FAMILY + ¢,RETURN %X D (6)
X FAMILY + e,RETURN X D X LARGESHARE + e,YEAR + ¢

X NI T A RE D RRE SAER TN B HE s RETURN 2 R
Weas % s DREWAS & > S A AFEET S RETURN/NVTF 0> DEAE N1 > A0
03 FAMILYRREFiEAN, » CFEWAS & FAMILY_DUMMY RG4S 8 FAMILY
OWNERSHIP > X I RETURN X D X FAMILY %% T FRIEAS o =5 B DA st 3k v
MRS > e, W3 NG > MBI » Rk A ML= 8 0 A R St > & 3HE B
AT o 4 il B ACEE TP R > A ARG N TR — K B AR R I L ] 1 22 I
(RETURN X D X LARGESHARE) ° fJq » [RIH¥ ] T4 RN Y VE/ (YEAR) -

FIA Bk AR AT 2] Ko fy 1] I 45 7 o Ho &R > 18 F R Al W A8 &
FAMILY_DUMMY®[EIH > 38 XIF(RETURN X D X FAMILY) ) R %08 -0.1529 >



GMEAR M 2 V5 B R — ok B v [ BEAR T 3 1 2 6 e 4

1% KT - R > FIRERFEAR T 275 BUA IR RO o FgR T A AR 7
FAMILY_OWNERSHIP /) Bl 15 B AL R > ZE LI RETURN X D X FAMILY 18]
HREE N o Bk g5 UL > FR A5 B IR AR St > 2 P AR e 5
% IR TRESVEABRKTESIHMEEWEL -

*9 GRIBAES PO 2 7] 5453 B I B AP 52

FAMILY_DUMMY FAMILY_OWNERSHIP

RETURN 0.0723* (0.000) 0.0715" (0.000)
D -0.1388 (0.000) -0.1405* (0.000)
FAMILY -0.0296 0.176) -0.1050* (0.088)
RETURN x D 0.6384** (0.000) 0.6313" (0.000)
RETURN x FAMILY 0.0097 (0.461) 0.0515 (0.154)
D x FAMILY -0.0180 (0.658) -0.0217 (0.856)
RETURN x D x FAMILY -0.1529 (0.008) -0.3846* (0.028)
RETURN x D x LARGESHARE ~ -0.4238"* (0.000) -0.4099*** (0.000)
Constant 0.2806"* (0.000) 0.2816"* (0.000)
YEAR ot wE

Obs. 5711 5711

R 0.082 0.082

TE o 1 A A T S 0 (B A FGAE (V) e R 4R BEUR 75 2 (RETURN) AT T3k 1%
M winsorize AbH 5 2. F1F #5028 B DA TS 4 (BUR 45 BE Ui 2 2R 5000 - e AU A
Frasieb 5 3. RESHIS 25 M8 > 355 N PAEFET Huber—White R i br 25 T 15 5
4. * FIRTE 109% MK B3 > = FIRTE 5% MKFEE > = RIRTE 1% /KR -

giame o LR EIH—Bob R B - FOREBON A 72 T HE B A A T S
S o BARRY o SRR AR E B R BB - 2 THELAR T AR R B <6 AL F B )
o RN RIIINEA S o

t - H—SHoN
1) FRFRRPRBEHER

R > YIE AR E AR AR RSN > S5/NEAR A R 5 i
T FERARBR MR ESTHME B > BRI T RS2 s B E o N
WP UEZ AW T IR E A DX ] R R AS T I S FRAT T AN ] 7= A AR
PEREE N FEM A F R A 2 T B R 25 ST T 5 o BRI > FRATTR A
AN /N (2006) Za il (1T 37 TR A L GUK B AR A B PR B8 U FE B > ARTEREAC A F]
() A BRI A N 740 B AU AP BT RN B 22 B W 4 - SR % b R AR R 34T 4 4 (]
H o> MREE R R 10M 11 - 4

i ATE S > BATUXIN A NEAS FE FAMILY_DUMMY [ 4558 > Fik i B FAMILY
OWNERSHIP )55 AR,



HR KK E

RI0KR T AR BREIN G R EAR > FEF BRI E M HLIX > %R A I WA
B FAMILY_DUMMY W) 28083 NIE > AE = BURD B M X FAMILY _DUMMY /)
REARE - FIHEERERY > 55 BUR IR T » FRBER IR S RS THE R
M EIHLIBAR - A AR E AR RS & o R I I ol R 43 eh > FAMILY
DUMMYH) IRV R BN R > (HEERAEIR » P2 RURS B ZE M X FAMILY_DUMMY!H]
TH 2R B0 R/ INFR S 2 PR AP AR 8 T BUR AP B b X > 3R 20 m) Aok B 4 i v g
BOY I TR AR R D > 2 HE BRI o 2113 —2 W T ARRFEAL
RIS T FRAN R Fe A 7 B TR 22 53 o 25 R IR > L6 BURS BT
X > ZEXILRETURN X DX FAMILY FIH R BN 03 > MAE = BUR S 22 b [X 1% 58 L
TS 2O o 1] H S5 B — 2 T B AR BEESS > 557 BUORAP IR T SR ox
NS THE BRSO I o

[10  AFEDRIRG IR T ZO0ES IO 24 B B A BRI B m] F0000 P 14 5 i)

BRE®E & FH AN 4
ERRPE ERERPE EREPE SRERPE
FAMILY -0.0017 0.0133** 0.0221 0.1578
(0.802) (0.050) (0.837) (0.134)
SIZE -0.0148*** -0.0220%** -0.0299 -0.0837***
(0.000) (0.000) (0.301) (0.000)
LEV 0.0405** 0.0145 0.1639 -0.1199***
(0.018) (0.294) (0.412) (0.000)
ROA -0.2306%** -0.3065*** 0.7438* 0.7661***
(0.000) (0.000) (0.086) (0.000)
GROWTH 0.0357*+* 0.0237*** 0.1481** 0.0587***
(0.000) (0.000) (0.011) (0.000)
AGE 0.0014** 0.0021*** 0.0021 0.0035
(0.027) (0.000) (0.801) (0.112)
LARGESHARE 0.0180 0.0608*** -0.0869 0.4853*
(0.217) (0.000) (0.664) (0.066)
Constant 0.3570%** 0.4837+** -2.5639*** -1.8682***
(0.000) (0.000) (0.000) (0.000)
YEAR 4l Pl Ayl Pl
Obs. 2653 3044 2162 1826
R? 0.113 0.169 0.109 0.367

o1 EUE R IEE MR R (ABS_DA) ~ AR TR(LEY) ~ B8 (ROA) ~ K
(GROWTH) F_E T 4EBR (AGE) #E4T T 3k BB 1% B winsorize AbFE 5 2. 24 A HE [a] 19 A W0 (i
B S RO R AT ML B REAR N B AR D T 3R AT Jones BRI 5 3. FR T2 VB A il
KA AR ABS_RESHI VAT 5 8 o LEERY IR - T LAEH 4 7 AT F 28 [m] 0 g S 31l
D T4 5 4 ST IT Z R0 > 355 8 PAEEET Huber—White VA% f5 hr i 22 1145
M5 5 5. *FRTE10% M KT B » *FIRIES% MK TR = FIRE1% M KT -



GMAR M 2 V5 BT — ok B v [ BE AR T 3 14 2 6 e 4

R/IL AR RS ZE0 SO 7 15 S IS i DA PR 5

ERRPRET ERRPRE
RETURN 0.0668** (0.000) 0.0780*** (0.000)
D -0.1448* (0.000) -0.1399** (0.003)
FAMILY -0.0231 (0.369) -0.0750* (0.056)
RETURN x D 0.5504*+ (0.000) 0.7375 (0.000)
RETURN x FAMILY 0.0130 (0.418) 0.0133 (0.539)
D x FAMILY -0.0013 (0.978) -0.0399 (0.572)
RETURN x D x FAMILY -0.0901 (0.180) 03145 (0.002)
RETURN x D x LARGESHARE ~ -0.3725"* (0.000) 20,5057+ (0.000)
Constant 0.2811% (0.000) 0.2850** (0.000)
YEAR il 2t
Obs. 2984 2727
R 0.109 0.071

TE © LR EDIE I 5 ST 0 (8 9 BB (V) B2 R4 BE 0 fi 26 (RETURN)IEAT T KR8 1%
M winsorize SbF 5 2.t T &P 23 Al D AEA) T A A (LA AF LSRR R B0 - B AL (EL AT
b s 3 NS WL > 155 N P{E4E T Huber—Whice V%8 f5 b 22 HE 105
4. ¥ FRIRTE 10% /RT3 ** SRIRTE 5% MIZKT-IL3 > o+ SRIRTE 1% IR -

) WERNMEFIND B0

La Porta, Lopez-de-Silanes, and Shleifer(1999) ~ Claessens et al. (2002) TR KB >
48 TR B B9 B0 A A AU 455 T ASURE 70 B I > TRIAE 2 ) ) 0 4 i i 58 7 T 428 il U
o RIS /NBAR ARSI N o Dt > FRATHE— 25 B8 T AR T A RS
R RGN A A2 THE B R AR o FAT e # ROEAR 9 B 48 A ORI 42 1l B2
A B EAEA R R A WAL > — A NI & R PO 2 AR > 55—
N BT RIBLUT BRI A\ > IR 20 5 JF kA A & IR AT bk Ry
M > S5 RNE 12F0 13 F7R <0

Hrp > R120985 R 88 » NI JE R AR E FUA B w] Jl M 08 > R
AV EAS B FAMILY_DUMMYTEF RS B — 4124 R o] JH b 835 9 IE > i E AU 46
N H AR S o mHEERER T > X T IR AR SR B KAl > H
PRGN KR ESTIERRM L - 2T BRI AR 2R M6 ) i » it
— RS T AU 510 - RIS HA /N BAR B AR e R 55 A0 T SRR JBOAR B 8 v o
BMEEMENL - R13 KT 5 BRNHIAM R B ER > WA B —H A
[ JH 22 LI RETURN X D X FAMILY .3 7 > TAE RO S8 24 B %28 IR
W3 U XA B R o B AN B AR A B ) AR AE X
FHBIIAEAR KN > 215 BT = AR o

SORATHAXSN R iR W AS B FAMILY _DUMMYW B ) 4558 > FIR AR B R FAMILY
OWNERSHIP 1] [5] - £5 Sk — 35K -



HR KK E
®I12 AFTA UL M SRS RO 2 ) 61 A% A B R0 B <8 3 v il 44 F) 5 W

BRER W& H AT
GBSSES AR D B LSS AR DB
FAMILY 0.0048 0.0321** 0.2015 0.1656**
(0.457) (0.034) (0.128) (0.018)
SIZE -0.0178*** -0.0177*+* -0.0431* -0.0540%**
(0.000) (0.000) (0.026) (0.000)
LEV 0.0220* 0.0231* 0.1637 -0.0011
(0.054) (0.038) (0.191) (0.992)
ROA -0.2636*** -0.2787*** 0.9316*** 0.7047%**
(0.000) (0.000) (0.000) (0.000)
GROWTH 0.0256*** 0.0287*** 0.1032%+* 0.1177%+*
(0.000) (0.000) (0.002) (0.000)
AGE 0.0020%** 0.0020*** 0.0009 0.0008
(0.000) (0.000) (0.896) (0.873)
LARGESHARE 0.0356%** 0.0380%** 0.2610* 0.1467
(0.000) (0.000) (0.073) (0.542)
Constant 0.4096*** 0.4057*+* -2.6744%%* -2.2065%**
(0.000) (0.000) (0.000) (0.000)
YEAR il AL Al il
Obs. 5190 5504 3661 3885
R 0.131 0.141 0.100 0.313

L R IR R M R R (ABS_DA) ~ ARIABLH(LEY) ~ KB WEI(ROA) ~ WK
(GROWTH) M _E i 4EBR (AGE) #47 T 3% B 1% A9 winsorize S0 R 5 2. 2 4% % B (8] I (4 40301 (i
BT JE RO AT A REAR A TR D LR EAT Jones BERUA I 5 3. 1 T2 VB 4 il
KK 4 i A FABS_ RESHI T 3 B e TAERYELYE > 7 LABI 4 30 ] S 00 42 ] 041 g 33
(HED T —4F 5 4 N ESHIS 07 2095200 > 455 N P LT Huber—White 1A% fE AR iE 22 1155
A% 5 5. *RRTE10% KT 0 > +FRTES% KT L » > FRTE1% MK FLE -

I\~ BB D AT
(=) BRMEER
(1) RERd L FRAL B R S0

Fan, Wong, and Zhang(2011) HITF R0 > Y EEMS L LR > 2158 &
GEs H A ) B e e AR AR > S R)E B AR R o FRIE IR AR SIS T Ao T AL 80
W > FRAR NI Ry AR AT > REZABAE T oL B o FE T > X Bk f
R — MR > FiR BT &2 05 BRI A R AR S /MR
(R AR e 28 3 LA - TR R R KA L R AR AL THI0IH » 23HE B RGUERE T
AR o N HEBRIX — B ARHERRE - FRATTR A R A LR 5 22 I AL ARG T T A o B
MTRARI 2 1 B R S5 R G AR & AT A Rl 3 3 K sl A 2 BURBUR HI K 2 7 2 &



GMAR M 2 V5 BT — ok B v [ BE AR T 3 14 2 6 e 4

KA S RIG MR T B A R 2D AR AR GO A A ] > AR SRR Lo bR A i
FIT I > 8RR 14 15 FR o H iR » AR A AR BB 4 3 ol J 1 19
FE S WG RBINHIAR AT > Bk R SRR AL o p BRI > BRIE KR
Je 2 A AR 5T R 19 2 THE B I A B AL AL T A BT > A > AT IE — 25 SRR T AR SC
FR LI

|13 A[FETA AT GRS O 5 58 B I AR 2

GLSE RS E
RETURN 0.0735%* (0.000) 0.0722%* (0.000)
D -0.1424 (0.000) -0.1382%% (0.000)
FAMILY 0.0294 (0.665) -0.0476* (0.056)
RETURN x D 0.6698** (0.000) 0.6508* (0.000)
RETURN x FAMILY -0.0173 (0.666) 0.0178 (0.249)
D x FAMILY -0.1095 (0.380) 0.0087 (0.846)
RETURN x D x FAMILY -0.1977 (0.325) -0.1360* (0.029)
RETURN x D x LARGESHARE ~ -0.4399"* (0.000) 04367 (0.000)
Constant 0.2883%* (0.000) 0.2810** (0.000)
YEAR il 2t
Obs. 5228 5529
R 0.081 0.081

TE - LN EDIE A 5 T 0 (8 9 FUAE (V) T2 R4 BE 0 fi 26 (RETURN)IEAT T k8 1%
M winsorize SbH 5 2.t F &P 23 Al D AEA) T A M (AN AF LR R B0 - B AL (EL AT
Il s 3 NS WL > 155 N P(E4E T Huber—White V%8 f5 i 22 HE 1015
4. ¥ FRIRTE 10% /RT3 ** SRIRTE 5% MI7KT-IL3 > o RIRTE 1% HIKT- i3 -

(2) REREWBEHEH T

FIRA ) — D EBELERFIE R > A BERERE ™ > I 4785 T 2 AR
KR~ FHAE S5 (Fan, Jian, and Yeh, 2008) o i TaX S04 9877 Jo A6 2 1HR
TP UERAZI R o AT RERE A AL THE B BB o NESHEX — R - A1k
BT — SR A A RRIR E = 1 FE % > AR EA A > A RS KT LR R4
FEEIAN N EMZEAFT (L5 AR~ A28 T BRI E A7) - R
fa o R ERATIE G T — AN A A AR % = F5h5 (SPECIFIC) R Lk
BHAER > K 16M 17 BAMALER « Hp iR » IANFERKRESERG  EAR
G PRI ER 4 30 AT PO A 8105 R R AL AR B FAMILY _DUMMY A AL &
FAMILY_OWNERSHIP W03 R ECH 35 N IE > ST 5 I BIAR 7347 » 28 LI
RETURN X DX FAMILY W) R BB E N« 55T - Ak BIH &5 RAEES ] T Kk
AL FFIR G JG R FEANAS 5 2R T A SO BER 4508 -



HR KK E

®14 HIBRRALARFEA G GRS B 2> ) 1A% BRI B < 3 vl FLu] 44 ) 5 W

BRERE P& R A T

FAMILY DUMMY FAMILY OWNERSHIP FAMILY DUMMY FAMILY OWNERSHIP

FAMILY 0.0127* 0.0310* 0.1561* 0.5794**
(0.072) (0.074) (0.042) (0.005)

SIZE -0.0179*** -0.0122%** -0.0574*** -0.0575%**
(0.000) (0.000) (0.005) (0.005)
LEV 0.0215* 0.0119 0.0411 0.0392
(0.069) (0.184) (0.803) (0.810)

ROA -0.2731%** -0.2462%** 0.8730** 0.8709***
(0.000) (0.000) (0.000) (0.000)

GROWTH 0.0271*** 0.0205%** 0.0990** 0.0992***
(0.000) (0.000) (0.008) (0.008)
AGE 0.0019*** 0.0015%** 0.0009 0.0010
(0.000) (0.000) (0.889) (0.881)
LARGESHARE 0.0358*** 0.0272%* 0.1619 0.1539
(0.000) (0.001) (0.407) (0.430)

Constant 0.4130%** 0.3011%** -2.1625%* -2.1570%**
(0.000) (0.000) (0.000) (0.000)
YEAR 5l 12 1l £l il
Obs. 5122 5122 3642 3642
R? 0.138 0.137 0.196 0.196

L R IR R M R R (ABS_DA) ~ ARIABLH(LEY) ~ KB WEI(ROA) ~ WK
(GROWTH) M _E i 4EBR (AGE) #47 T 3% B 1% A9 winsorize S0 R 5 2. 2 4% % B (8] I (4 40301 (i
BT JE RO AT A REAR A TR D LR EAT Jones BERUA I 5 3. 1 T2 VB 4 il
KK 4 i A FABS_ RESHI T 3 B e TAERYELYE > 7 LABI 4 30 ] S 00 42 ] 041 g 33
(HED T —4F 5 4 N ESHIS 07 2095200 > 455 N P LT Huber—White 1A% fE AR iE 22 1155
A% 5 5. *RRTE10% KT 0 > +FRTES% KT L » > FRTE1% MK FLE -

(=) REMtrk
1) BRE®E

R e — 25 A0 R P AN A B AR BRI R FRATTR FAB IE 1Y Jones BEAL AR
AR A 3R IE 8P N 1R (Dechow, Sloan, and Sweeney, 1995) > 1</ W YA A 7SI NS
(9 THE P 2 R RSO R AR AL ARSI 45 F L FR 18 o Hirp iR o WEAS B FAMILY
DUMMYF B AL e FAMILY_OWNERSHIPW) [F] 1 22 B0 .3 N IE > JESE R iRl
JEIEF N A B3 S T AR R KRR S T A "B AR E K -



GMEAR M 2 V5 B R — ok B v [ BEAR T 3 1 2 6 e 4

®15 AR ARARREA G G B0 5 5B AR 2

FAMILY_DUMMY FAMILY_OWNERSHIP

RETURN 0.0698"** (0.000) 0.0698™** (0.000)
D -0.1323%* (0.000) -0.1314%* (0.000)
FAMILY -0.0128 (0.760) -0.0234 (0.859)
RETURN x D 0.6295** (0.000) 0.6290*** (0.000)
RETURN x FAMILY -0.0030 (0.914) -0.0051 (0.958)
D x FAMILY -0.0962 (0.335) -0.4336 (0.209)
RETURN x D x FAMILY -0.2529* (0.089) -0.9156 (0.090)
RETURN x D x LARGESHARE -0.4202%** (0.000) -0.4166** (0.000)
Constant 0.2773** (0.000) 0.2770*** (0.000)
YEAR 23] 1l

Obs. 5165 5165

R? 0.089 0.089

TE © LR EDIE I 5 ST 0 (8 9 BB (V) B2 R4 BE 0 fi 26 (RETURN)IEAT T KR8 1%
M winsorize SbF 5 2.t T &P 23 Al D AEA) T A A (LA AF LSRR R B0 - B AL (EL AT
b s 3 NS WL > 155 N P{E4E T Huber—Whice V%8 f5 b 22 HE 105
4. ¥ FRIRTE 10% /RT3 ** SRIRTE 5% MIZKT-IL3 > o+ SRIRTE 1% IR -

(2 FTHRKEEHIA

Z RN F M R E R 2RI AR LT S XA > RATERAT
Ball and Shivakumar(2005) i CFO-Accrual 185k % 8 52 s e s b 5 1 i DA ) 5%
W > [RLHBEARGE

ACC = g, + g,CFO + g,D + g,FAMILY + g,CFO X D
+ gs,CFO X FAMILY + gD X FAMILY + g,CFO X D X FAMILY  (7)
+ g,CFO X D X LARGESHARE + g,YEAR + ¢

ERXHF > CFORARLEE GG RE ;s DEMARE » FCFO/NT 0> DI
BN BN ACCHIHEAX N AINV + AAR + AOA — AAP — AOL — DEP) >
o> AINVIZA RIS R - AAR BT R R USRI AR AR > AO4 A
A HA IR 2 G AR A A & > A A PEE T A RINATIR K AEBEAR A > A O L &7 wl HiAth
Wl AN & DEP &S IAYT IH AR 28 F o mIH > ACCHI CFO #RER LAAE
VIR F LIS ERL o B ZE I CFO X D X FAMILY Wi T Z AN 3E KAl
AR 25 o BRI I H 5 SR L3R 19 » ATEF] » NI CFO X D X FAMILY 1%
FAMILY_DUMMYFIFAMILY_OWNERSHIPH 5] H W #0025 0 1 > bR W] > A LB R
F A > FREAS X WA B A TE A it > E— 2 500 T SR B A 7 5 i
IR TR I - FATHE RS > 5SCASCRAR » CFORIRIHRFRENIE » 28
YIICFO X DWW RBLEZE NG o NI > FATELR 7— 1 » X & 2 d L2 M (n] 8 iy
> BAKM > CFOS DIWIMIRREN -0.6273 > 528 X CFO X D R B0L
0.6585 °
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RI6  GINFFIRGE) ™AL 85 ZOAS IRON 24 W B A BRI 4B L m] F00 4 44 5

BRE RERATN

FAMILY DUMMY ~ FAMILY OWNERSHIP  FAMILY DUMMY FAMILY OWNERSHIP

FAMILY 0.0085* 0.0296** 0.2382*** 0.6833***
(0.070) (0.040) (0.001) (0.000)

SPECIFIC -0.0001 0.0001 0.0568* 0.0572*
(0.956) (0.970) (0.068) (0.068)

SIZE -0.0176*** -0.0175%** -0.0551** -0.0550**
(0.000) (0.000) (0.010) (0.010)

LEV 0.0245%* 0.0243** 0.0115 0.0060
(0.025) (0.026) (0.933) (0.965)

ROA -0.2747%%* -0.2746%* 0.7494** 0.7560%**
(0.000) (0.000) (0.005) (0.005)

GROWTH 0.0286*** 0.0285*** 0.1118*** 0.1114%**
(0.000) (0.000) (0.004) (0.004)
AGE 0.0020%** 0.0020%** -0.0002 -0.0011
(0.000) (0.000) (0.974) (0.866)

LARGESHARE 0.0398*** 0.0374** 0.1787 0.1203
(0.000) (0.000) (0.225) (0.411)

Constant 0.4028*** 0.4017*+* -2.2040*** 2.1787%**
(0.000) (0.000) (0.000) (0.000)
YEAR ATl 2yl P 25l
Obs. 5697 5697 3988 3988
R2 0.137 0.138 0.309 0.309

W L AN IEIE®E MR A (ABS_DA) ~ ARTUR(LEY) ~ 408
(GROWTH) Fl L TH4EBR (AGE) 34T T 3K 8 1% Y winsorize A0 B 5 2. Z4 A% B8] ) 4 WL 1
A TR RO AT L AREAR 2 TR D TE AT Jones BT 41 5 3. i T2 AT

W8 (ROA) ~ BLK 1

ABS_RESIW T A5 Z 8 e VA RIE > Jr LI AR I8 T F000-4 =0 95 4 9]

(B> T—4F 5 4. NEHI SR IT 2209500 > 3755 4 P{E3E T Huber—White A2 J5 b 25 1154
MifS 5 5. *FRRTE10% M KL > +FIRTES% MK TFLE » **FIRTE1% MK TFLE -

(B) REFMENREZE

IR T 5 AR B FAMILY_ OWNERSHIPAE T AF KAk B EHRS o > ik > 38
A A A NAEAS SR ) FAMILY _OWNERSHIP X} iR BRI IEAT T[] - 455 0
F220M021 o Hrp /R > Bk [EHZ5RARFEARAS » BARMY > 60 A B A BRI B 4 IR
AR B ) > R T A B & FAMILY _OWNERSHIP W 2582 NIE > MAE
T IAR EH A > 38 X RETURN X D X FAMILY_OWNERSHIP .35 N > %
JR S B A Fl 2 1 HE B 0 TE R AR B R E -
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|17 AOAREIRE ™ AR 5 G0 P O 7 10 B IS i DA PR 5

FAMILY_DUMMY FAMILY_OWNERSHIP

RETURN 0.0723**  (0.000) 0.0714**  (0.000)
D -0.1389***  (0.000) -0.1406**  (0.000)
FAMILY -0.0298 (0.173) -0.1055* (0.087)
RETURN x D 0.6387**  (0.000) 0.6312**  (0.000)
RETURN x FAMILY 0.0096 (0.463) 0.0514 (0.158)
D x FAMILY -0.0181 (0.656) -0.0216 (0.856)
RETURN x D x FAMILY -0.1581***  (0.006) -0.3911* (0.026)
RETURN % D x LARGESHARE — -0.4229***  (0.000) -0.4088**  (0.000)
RETURN x D x SPECIFIC 0.0050 (0.224) 0.0025 (0.548)
Constant 0.2807**  (0.000) 0.2817**  (0.000)
YEAR il 2&il

Obs. 5711 5711

R 0.082 0.082

TE o 1R A A T S 0 (B A EGAE (V) B2 R 4R BE VR 75 2 (RETURN) AT T3k 1%
M winsorize AbH 5 2. F1F #5028 B DA TS 4 (BUR 47 BE Ui £ 2R 5000 - i AU A
Frasieb 5 3. RESHI S £ W80 > 3755 N PAEFET Huber—White R G bn 25 T 15 5
4. * FIRTE 109% MK B3 > = FIRTE 5% MKFEE > = RIRTE 1% /KL -

®18  FETIBIE Jones R 4 ZEH I O 23 W S AR BR IR 52 )

FAMILY_DUMMY FAMILY_OWNERSHIP

FAMILY 0.0089** (0.046) 0.0290** (0.034)
SIZE 20.0172***  (0.000) -0.0171***  (0.000)
LEV 0.0208* (0.060) 0.0206* (0.062)
ROA -0.2909**  (0.000) -0.2907***  (0.000)
GROWTH 0.0289**  (0.000) 0.0289***  (0.000)
AGE 0.0020**  (0.000) 0.0020**  (0.000)
LARGESHARE 0.0450**  (0.000) 0.0425*  (0.000)
Constant 0.3923**  (0.000) 0.3917**  (0.000)
YEAR Eaatiil| kil

Obs. 5608 5608

R 0.141 0.142

1 EEHE IEF YRR (ABS_DA) ~ ARIR(LEY) » @B WG (ROA) ~ K
(GROWTH) F_E TR (AGE) #4T T 3K 1% W) winsorize XE L 5 2 WLIIELE — 45 32D & [
N ABTEM Jones BEALTE T 40 B 24 45 3 BRI iF 55 FA 3100 4 3 S O B - A
AIAERLIN AR BE ATt B AR R B 5 3. S R T E R > F5S NP EE T Huber—
White VA2 JG AR MEZE THATIS ¢ 4. *RARTE10% KK T3 >~ RRIES%AIKT-H3E - =
FIRTE 1% MK 5.3 o
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R19 T CFO-Accrual B4 G245 X0 = #% K iH i DA A 52 i

FAMILY_DUMMY FAMILY_OWNERSHIP

CFO 0.6342*** (0.000) 0.6269*** (0.000)
D -0.0098 (0.483) -0.0143 (0.299)
FAMILY 0.0033 (0.876) -0.0031 (0.957)
CFO x D -1.0050*** (0.000) -1.1059*** (0.000)
CFO x FAMILY -0.0974 (0.585) -0.0628 (0.893)
D x FAMILY -0.0204 (0.605) 0.0749 (0.494)
CFO x D x FAMILY -0.8127** (0.033) -1.9380** (0.034)
CFO x D x LARGESHARE -4.7430** (0.000) -4.4860*** (0.000)
Constant -0.0791** (0.000) -0.0784** (0.000)
YEAR 15 il 5 il

Obs. 5489 5489

R? 0.13 0.14

L EIEX LR (ACC) G E TG s & i & (CFO) AT T3k 1% I winsorize A0 3
2 MBI — 25 D B N FE B RAS B A CO T B LARBEAR BT ~ DU ek ~ H
b3 2 2~ WA R RN H A U S D S B 0 2 R ZE RN AR BE BT e b AR R AU
B s 3 NSRRI 22 MR > FE S N PEEE T Huber—Whice R G bRl 22 1M
4. * FIRTE10% MK B3 > = FIRTE 5% KL > o RIRTE 1% /KL -

4) ETREBRRE

Aharony, Lee, and Wong(2000) 4§t » 23 )% i A7 75 b Ay iy “ W 55 4 16 7471 0
ZIa > SRR R AR o BT REARZRIRA AR EH AR D s
il b5 B R AR AR SO R A5 R > BT REAR 1999 4 2 5 BT R R A
AR TR RS REAR R 87% » FRATLABIA 1999 4F 2 J5 b1 A Z A Rk £l
NEEAEAT T EIH > g5k 22 M 23 fis o Hop > R22 X T AR ARE BN E
I AT P A ) B R > Rk WA FAMILY_DUMMY R A FUE & FAMILY_
OWNERSHIP W ZEHSEENIE > RN > ikt B REHOFREES > 2
BRI ARG TA RSB o E—20 > F23 KT 5B KA EIHF > 22
NIURETURN X DX FAMILY W) R B NG > TR > FIGRES IR FEAR T 22 w7 5L A
P CHE o baR A ilE— 2 0k T 3R E R B R B2 E R -
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+?20 TG AR B9 GBS IRON 2 F B AR RV B nT T 4 5

BREE 257 A TN
FAMILY_OWNERSHIP 0.0609* (0.067) 0.1073* (0.090)
SIZE -0.0120** (0.037) -0.0036 (0.151)
LEV 0.0650"* (0.016) -0.0509 (0.390)
ROA -0.3269*** (0.000) -0.0883 (0.184)
GROWTH 0.0629*** (0.002) 0.0443*** (0.001)
AGE 0.0013 (0.439) 0.0047+** (0.000)
Constant 0.2715** (0.015) 0.0646 (0.313)
YEAR ALl 2 1]
Obs. 700 430
R2 0.197 0.400
TE L R IR M R R (ABS_DA) ~ ARIABH(LEY) ~ ZKEEI(ROA) ~ WK

(GROWTH) M _E T 4EBR (AGE) #47 T 3% B 1% AY winsorize bR 5 2. T2 1B AT Kok
METHASE ABS_RESMW AT co 1 F00BE > I LATR A 5w 014 [0 01 (9 90 0] (.
WD T4 s 3 RIS 2B > 355 N P ST Huber—White U/ i b il 25 1153017
135 4. *FIRTE10% BK B3 > = FIRTE 5% K35 > = RIORTE 1% /K3 o

w21 AT HRAAEA B9 G BN 5 15 L IS i DA B 2

FAMILY OWNERSHIP

RETURN -0.0229* (0.084)
D -0.0189 (0.826)
FAMILY -0.0891 (0.430)
RETURN x D 0.2135** (0.018)
RETURN x FAMILY 0.1619*** (0.000)
D x FAMILY -0.0487 (0.842)
RETURN x D x FAMILY -0.5375* (0.084)
Constant 0.1329*** (0.001)
YEAR il

Obs. 665

R? 0.114

i -

1B RS 5 M i S5 AR T 35 40 (B 0 LU A (NT) T 28 RAT BE WS 26 R (RETURN) #EAT T 3k 1%
M winsorize AL 3 5 2. F1F #5028 T B A T S 4 (B0R 45 BE Ui 2 2R 5000 - i AU A
Frasieb 5 3. RESHIS 25 M0 > 3755 N PAEFET Huber—White 5 G br 25 T 15 5
4. * FIRTE 109% MK B3 >+ FIRTE 5% KL > o RIRTE 1% /KL -
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Al

BRER HERATME
FAMILY DUMMY FAMILY OWNERSHIP ~ FAMILY DUMMY  FAMILY OWNERSHIP
FAMILY 0.0155%** 0.0406*** 0.1890** 0.6049***
(0.003) (0.005) (0.028) (0.008)
SIZE -0.0044** -0.0043** 0.0056 0.0054
(0.040) (0.047) (0.890) (0.894)
LEV 0.0115 0.0106 -0.1018 -0.1122
(0.418) (0.453) (0.686) (0.655)
ROA -0.3491%%* -0.3471%%* 0.4675 0.4834
(0.000) (0.000) (0.363) (0.346)
GROWTH 0.0530%** 0.0528*** 0.1373 0.1369
(0.000) (0.000) (0.133) (0.134)
AGE -0.0011 -0.0012 -0.0429%* -0.0423**
(0.318) (0.290) (0.043) (0.043)
LARGESHARE 0.0308* 0.0207 -0.0934 -0.2022
(0.053) (0.173) (0.706) (0.413)
Constant 0.1386*** 0.1402%** -3.1744%** -3.1304***
(0.001) (0.001) (0.000) (0.000)
YEAR Pl P il Pl P il
Obs. 2140 2140 1423 1423
R? 0.160 0.160 0.474 0.475

F oL EH A HEIE R RN RRE (ABS_DA) ~ AFAR(LEY) ~ 2B S (ROA) ~ LK
(GROWTH) M _ETH4E R (AGE) AT T 3K B 1% Y winsorize {bE 5 2. 2 A B (8] ) A WLYIE
A B0 e R AT ML M REA S T KD T AT Jones BB 1T 5 3. i1 T2 18 A piinl
RRIL A B ABS_RESHI VAT 5 M 8 oo VAERYELE - AT LABL A 3 Al F0 4 (2] 01 64 00
HED T4 5 4 0S5 T7 209500 > 55 8 P (AT Huber—White A% JG AR 1ESE 1154
A5 5 5. *FRARTE10% KT > +FIRTESW MK T3 » #+FRRTE 1% MK 0% -

Dyt — AR ) 2 A b T B BRSO AR SO TR R > AR T 55— R
D7 BVENA SR T BT RR 3 4F LA BB A > FEOR S5 AR INR 24 M1 25 B o
R > AR A AR B B R SO M A [ > SRR T B BN R AR AT R
B 45 RAARAF AL o
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+23 KT 1999 F 2 J5 b TTRRAS I S8 IR T 400 B i BRI R 52 Tl

FAMILY_DUMMY FAMILY_OWNERSHIP

RETURN 0.0554*** (0.000) 0.0537*** (0.000)
D -0.1010*** (0.003) -0.1090*** (0.001)
FAMILY -0.0329 0.191) -0.1099 (0.126)
RETURN x D 0.5568*** (0.000) 0.5257*** (0.000)
RETURN x FAMILY 0.0174 (0.268) 0.0764* (0.098)
D x FAMILY -0.0254 (0.582) -0.0011 (0.993)
RETURN x D x FAMILY -0.1720** (0.011) -0.3376* (0.073)
RETURN X D X LARGESHARE  -0.5222*** (0.000) -0.4883*** (0.000)
Constant 0.2619*** (0.000) 0.2636*** (0.000)
YEAR 5 £l

Obs. 2071 2071

R? 0.108 0.108

T LEREE A 5 AT A0 E R ECE (VD B8 RAR I e 28 (RETURN) AT T3k 1%
M winsorize SbHH 5 2.t T #0748 Al R AEA) T 3 0 (BN AF BE S SR B0 - B AL ELA
Il s 3 NS WL > 155 N P(EEE T Huber—Whice V%8 f5 b 22 HE 1S
4. *FIRTE 10% 7R3 > SRIRTE 5% MIZKP- 43 >+ SRR 7E 1% IIK-F- i3 -

®24  HIBR L TIIER 3 4R LA AR B9 G 15 IRt 24 R 2 A% FEORN B 4 3 T F

E0p=A ]
BREE by by
FAMILY DUMMY FAMILY OWNERSHIP ~ FAMILY DUMMY FAMILY OWNERSHIP
FAMILY 0.00899* 0.0344** 0.2109*** 0.5857***
(0.087) (0.045) (0.006) (0.006)
SIZE -0.0166*** -0.0166™** -0.0573** -0.0572**
(0.000) (0.000) (0.011) (0.011)
LEV 0.0204* 0.0202* 0.0619 0.0580
(0.051) (0.053) (0.662) (0.682)
ROA -0.2735%** -0.2735%** 0.7841*** 0.7866***
(0.000) (0.000) (0.004) (0.004)
GROWTH 0.0261%%* 0.0260*** 0.1146*** 0.1138%**
(0.000) (0.000) (0.004) (0.004)
AGE 0.0021*** 0.0021%** 0.0023 0.0016
(0.000) (0.000) (0.753) (0.830)
LARGESHARE 0.0349%** 0.0332%** 0.1532 0.1136
(0.000) (0.001) (0.322) (0.461)
Constant 0.3837*** 0.3834*** -2.3343%** -2.3139***
(0.000) (0.000) (0.000) (0.000)
YEAR 4l Pl £ il Pl
Obs. 5120 5120 3639 3639
R? 0.143 0.144 0.289 0.289

Fo 1 R HEIE R R RRE (ABS_DA) ~ AFTAR(LEY) ~ B Ei(ROA) ~ K
(GROWTH) Ml LT 4EBR (AGE) 34T T 3K 8 1% Y winsorize A0 B 5 2. £ A% B8] T (4 WL 1
A HT D RO AT L B REAR 2N F D TR AT Jones AR 11 5 3. 1 T2 AT
FRI A VRAS B ABS_RESHI T FH S S e VAEMBAR > i LAE4: 30 AT F 0 12k 1 0 iy 0
(B0 T —4F 5 4. TS IT 22 09500 > 3755 4 P {34 T Huber—White VA f5 b 25 1154
M 5 5. *FARTE10% KL > =+ FIRTES% MK TR » - FIRTE 1% MK TR -
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FAMILY_DUMMY FAMILY_OWNERSHIP

RETURN 0.0719*** (0.000) 0.0708*** (0.000)
D -0.1549%** (0.000) -0.1573*** (0.000)
FAMILY -0.0361 (0.164) -0.1356* (0.053)
RETURN x D 0.6267*** (0.000) 0.6204*** (0.000)
RETURN x FAMILY 0.0039 (0.792) 0.0450 (0.252)
D x FAMILY -0.0655 (0.223) -0.1361 (0.384)
RETURN x D x FAMILY -0.234 1% (0.003) -0.6435%+* (0.006)
RETURN x D x LARGESHARE  -0.3681*** (0.000) -0.3586*** (0.000)
Constant 0.2928*** (0.000) 0.2939*** (0.000)
YEAR 15 il 5 il

Obs. 5178 5178

R? 0.080 0.080

TE LR EDIE A 5 T T 10 (8 9 FUAE (V) Te 2 R4 BE 0 fi 26 (RETURN)JEAT T3k 8 1%
M winsorize SbH 5 2.t T HP >4 Al D AEA) T A (LA AR SRR R B0 B AL (EL A
b s 3 NS WL > 155 N P(EEE T Huber—White V%8 f5 b 22 1015 5
4. ¥ FRIRTE10% /RT3 ** SRIRTE 5% MI7KT-IL3 > o FRIRTE 1% IR i3 -

T Eie5R7T

FEAR M AE M A [E] 2 AFAE > FFAER N T IAL G P A M @ - AL
E LA T ONOFFAEA > B 5T 55 BURS PR T SR O A 7l 2 1HE B i
AN o BFFRAEL > ZRRA B A B RERE 35 8 T AR S bl 5 Ze I R A1
T2V R AP AR ERAIRES) 5 A AR ZR AR > FE Ak X5 B I A E R
Lot o ARSCHFRERY] > RAE ZRAS LR T 2 "l BOR 54 B ) ACHL R > {H2Y
PRI ERZE NG > PR/NBOR R S A5 A B A R IR - SR BOR S5 H A/ INBOR 1) AL B
REERT Bigrm B2 IHE RN SBERE L EEFT RN 2GR -

e AR R AR SO B - B U AT T B 15 B S B NS R
TR 2 HE B FR > SR> 23HEE RN ZIME - W N A A
1k Bk =05 - EBE > BATRI TR 4TE > B A 55 S I — P R i
XA R A2 HE B AERY RN o UK A SCROIIN % 20 40 T 2005 4F > ARSRHIFST
LR RALREM A B 2 AR B AR > X AT 7 — /R

Wela o RAEARSUDON R Al 2 T HE BAREREAT 7% % HXPAR KR
HAph s 7 NBA FTE K » 4 > Allen, Qian, and Qian(2005) & > F[E 5 i Al ¢
DHEATHMRRLTE o FATXR B —DMERER > MR R A2 IHME R R EA RN - BEE
SR FR 18 5 > ARG A 5 B > G5 A b 1 T8 8 K B 2 AR T TR B o
SN AN (2010) BF T KB > FRRAR b 20 BRSNS 2 Ik SR O AR S PE R 55 > 3
— TR o 0GR AR 22 BB B A £ R AR R E
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l. Introduction

Typical as a kind of organisation, family firms are ubiquitous around the world. La
Porta et al. (1999) document that on average, 35 per cent of listed companies are owned
by families across various countries. This figure rises to 45 per cent in Western Europe
(Faccio and Lang, 2002) and is close to 70 per cent in East Asia (Claessens, Djankov,
and Lang, 2000). Even among the Standard and Poor (S&P) 500 companies in the US,
which are the least likely to be family-owned, one-third are family firms (Anderson and
Reeb, 2003). In China, family firms have grown rapidly since the economic reform in
1978 and are now an important part of the national economy, accounting, for example,
for 12 per cent of China’s listed companies (Deng and Zeng, 2005).

Although the prevalence of family firms has given rise to a new field of research,
many papers focus on the performance of these firms (Anderson and Reeb, 2003;
Villalonga and Amit, 2006; Bennedsen et al., 2007), while the way in which family
control influences earnings quality remains unclear. Wang (2006) and Ali, Chen,
and Radhakrishnan (2007) find that family firms report, for example, less earnings
management and a larger earning response coefficient, indicating better accounting
information. But Fan and Wong (2002) argue that the fear of leaking private information
lowers the stock price informativeness of family firms. Moreover, Chen, Chen, and
Cheng (2008) report that family firms are less likely to disclose accounting information
voluntarily. Moreover, all the above research is based on US listed family firms. There
are still few analyses of the earnings quality of Chinese family firms.

Family firms have certain important characteristics. The first is ownership
concentration, since families usually hold concentrated equity positions in their firms.
Second, family members are active in the firm’s business (Anderson and Reeb, 2003).
As Chen, Chen, and Cheng (2008) estimate, families on average hold 18 per cent of
firm equity and 22 per cent of directorships, while 63 per cent of the chief executive
officers (CEOs) come from controlling families. At the same time, Qian and Weingast
(1997) point out that property rights protection is poor in China’s transitional economy.
When investor interests are not well protected, the conflict between controlling and
non-controlling shareholders is significant. This particular structure and environment in
turn influences the agency problem of family firms, which is related to the incentive
to disclose information, resulting in differences in earnings quality between family and
non-family firms (Fan and Wong, 2002).

In this paper, we examine the earnings quality of family firms using listed company
data between 2005 and 2008. We find that these firms have a higher level of earnings
management, their earnings have lower ability to predict future cash flow, and they
recognise loss in a less timely manner than non-family firms. The results suggest that
when property rights protection is weak in emerging markets, the agency problem
between family and non-family shareholders reduces the incentive of family firms to

generate high quality earnings while negatively affecting accounting information.
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Our research makes several contributions to the extant literature by its study of
the earnings quality of Chinese family firms. First, Ball, Robin, and Wu (2003a) state
that family firms usually adopt an insider-based accounting system. In documenting the
information characteristics of family firms, we further help in understanding this insider-
based accounting system from the perspectives of earnings management, cash flow
predictability, and timely loss recognition. Second, although family firms are prevalent
around the world, the difference in earnings quality between family and non-family firms
is unclear. We provide new evidence of how family control influences earnings quality
under weak institutions by taking China as an example. This in turn also improves our
knowledge of the accounting information of family firms in emerging markets. Finally,
our analysis shows that the conflict between controlling and non-controlling shareholders
affects how family firms disclose information. One implication is that in continental law
countries, the focus on understanding the earnings quality of firms should shift from
the agency problem between investors and managers to that between large and minority
shareholders (Ali, Chen, and Radhakrishnan, 2007).

The rest of the paper proceeds as follows. Section II reviews the literature on the
accounting information of family firms. Section III discusses the institutional background.
We develop our hypotheses based on theoretical deductions in Section IV. Section
V describes the sample, data, and variables and presents the summary statistics. We
report the empirical results of earnings management, cash flow predictability, and timely
loss recognition in Section VI. Section VII furthers our analysis from the perspective
of property rights protection and the separation between cash flow rights and control
rights. In Section VIII we perform sensitivity tests by excluding alternative explanations,
employing different models, constructing other measures, and utilising different samples.

Section IX concludes the paper.

Il. Literature Review

How family ownership influences earnings quality is far from conclusive in the
literature. Using S&P 500 companies as the sample, Wang (2006) finds that family
ownership is associated with lower abnormal accruals, greater earnings informativeness, and
less persistence of transitory loss components in earnings. Ali, Chen, and Radhakrishnan
(2007) further investigate the accounting information of family firms based on the same
sample. They reveal that family firms not only have less earnings management, larger
earnings response coefficients, and higher cash flow predictability, but also are more likely
to give warning for a given magnitude of bad news. Although the above results support
the supposition that the earnings quality of family firms is higher than that of non-family
firms, there are different findings. For example, Chen, Chen, and Cheng (2008) examine
the voluntary disclosure practice of family firms and find that family owners provide fewer
earnings forecasts and conference calls, suggesting a lower incentive to disclose accounting

information. The analysis of Ali, Chen, and Radhakrishnan (2007) shows that family firms
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make fewer disclosures about their corporate governance practices to facilitate family
control over the firm. Employing a sample of entrepreneurial firm succession, Fan, Wong,
and Zhang (2008) document that unsigned discretionary accruals decrease while timely loss
recognition increases subsequent to a succession, suggesting a shift in accounting towards
a less insider-based system.

In a word, although the present literature explores the earnings quality of family
firms, it draws no clear conclusions. Furthermore, all research is based on the developed
US market. Chinese family firms, however, might display different characteristics in
accounting information owing to differences in the legal systems. Hence, we investigate
the earnings quality of family firms in a transitional economy using Chinese listed

company data and clearly defining what makes a family firm.

lll. Institutional Background

3.1 The Development of Chinese Family Firms

Since the initiation of the economic reform, Chinese family firms have grown
in number and size. With the switch in perceptions about the private economy, self-
employed and collectively owned enterprises came into being and first took shape as
Chinese family firms in the early 1980s. Later in 1992, the 14th National Congress of
the Chinese Communist Party (CCP) established the economic policy whereby public
ownership remained dominant, with diverse sectors of the economy developing side
by side, thereby laying a solid foundation for family firm development. Subsequently,
Chinese family firms entered a period of high growth. In the early years of the 21st
century, the Chinese government further promoted development of the private economy.
Specifically, the 16th National Congress of the CCP emphasised in 2002 the importance
of encouraging, supporting, and guiding the development of individual, private, and other
non-public sectors of the economy. Since then Chinese family firms have grown even
more rapidly.?

As the importance of family firms has risen in China’s economy, their unique
characteristics have attracted much attention. First, Chinese family firms have
concentrated cash flow rights and control rights. A joint survey by the Chinese Academy
of Social Science and the National Association of Industry and Commerce shows that in
a private economy the fact that the chairperson concurrently holds the position of CEO is
prevalent, and in most firms the same person is both owner and manager. Second, family
members take part in the firm’s operations. For instance, 50 per cent of the executive
managers of family firms come from the relatives, fellow villagers, and colleagues of
family owners under the influence of the family culture (Zeng, 2009). Finally, Fan and
Liang (2010) point out that internal control of family firms depends on family rules and

codes, while the external governance of these firms relies on reputation.

2 For example, the private economy that mostly takes the shape of family firms accounts for 36.3 per

cent of China’s gross domestic product (Ju, 2007).
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3.2 Property Rights Protection

The Chinese legal system has developed gradually, aiming at protecting investor
interests and promoting growth in the capital market after the set-up of the stock
markets in the early 1990s. On 29 December 1993, the National People’s Congress
passed the Company Law of the People’s Republic of China, so that laws were finally
enacted for protecting the interests of minority shareholders (Shen, Xu, and Yang, 2004).
In addition, another important law of the capital market — the Securities Law of the
People’s Republic of China — was issued on 1 July 1999; this regulates the protection
of investor interests with respect to securities issuance and market trading. Finally, on
15 January 2002 the Supreme People’s Court published the Notice on the Relevant
Issues Concerning the Acceptance of Cases of Disputes over Civil Torts Arising from
False Statements in the Securities Market. This regulation requires that the courts hear
cases of civil compensation for false statements in the securities market; also, numerous
investors now have a judicial basis on which make civil claims against the false
statements of listed companies. But although the legal system has greatly improved in
China, the expropriation of minority shareholders is still common in the Chinese capital
market, as shown by the scandals of Qiong Minyuan, Hongguang Industry, Dongfang
Boiler, Lantian, Yin Guangxia, and Kelon Electrical. One reason for this is weak legal
awareness, since failure to abide by the law is common in China. But the difficulty in
implementing laws and regulations provides another explanation. Although the legal
system has established a judicial foundation for compensation against false statements,
in fact few cases of civil claims have been made by minority shareholders owing to the
lack of implementation rules. Overall, protection of investor interests thus remains poor

in China’s transitional economy.

IV. Hypothesis Development

In their book The Modern Corporation and Private Property, Berle and Means
(1932) point out the dispersed nature of ownership of modern companies. Although
company capital comes from a large number of small investors, company operations
are carried out by executive managers, resulting in a separation of cash flow rights
and control rights. Thus, managers might pursue their private interest at the cost of
shareholders, since their goals are not completely consistent with those of the latter
(Jensen and Meckling, 1976). This gives rise to a conflict between shareholders and
managers, named the Type I agency problem. Although dispersed ownership is common
in the US and the UK, recent research shows that in other countries firm ownership
is usually concentrated, usually with a controlling shareholder (La Porta et al., 1997,
Claessens, Djankov, and Lang, 2000; Faccio and Lang, 2002). Shleifer and Vishny
(1997) further argue that large shareholders might expropriate the interests of minority

shareholders if they have significant control over the firm, resulting in a conflict between
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controlling and non-controlling shareholders called the Type II agency problem.

In family firms, the controlling shareholders usually hold a concentrated equity
position and have strong incentive to monitor the managers (Jensen and Meckling, 1976).
Furthermore, family members are active in operations and have good knowledge of the
firm’s business (Anderson and Reeb, 2003). These considerations in turn reduce the
information asymmetry between shareholders and managers, making the Type I agency
problem less severe in such firms. On the other hand, ownership concentration and family
executive managers give high control to family owners, who might seek private benefits
at the expense of minority shareholders, thus leading to a severe Type II agency problem.
Ali, Chen, and Radhakrishnan (2007) hence conclude that the earnings quality of family
firms depends on the relative importance of Type I and Type II agency problems.

In common law countries such as the US and the UK, the legal system provides
good protection of shareholder interests. Examples are voting by correspondence and
the cumulative voting system. Since the expropriation of minority shareholders by large
shareholders is prevented, the Type II agency problem is less severe in family firms.
At the same time, family control and operation might reduce the conflict between
shareholders and managers, which would mitigate the Type I agency problem. Family
firms are then expected to produce higher quality earnings. Wang (2006) and Ali,
Chen, and Radhakrishnan (2007) empirically verify that US family firms engage in less
earnings management and have larger earning response coefficients and more timely loss
recognition.

For emerging markets, the Type Il agency problem might be significant in family
firms since the legal system cannot prevent large sharcholders from expropriating
minority shareholders. Faccio, Lang, and Young (2001), Bae, Kang, and Kim (2002),
Cheung, Rau, and Stouraitis (2006), and Jiang, Lee, and Yue (2010) show that in East
Asia controlling shareholders capture private interests at the expense of other investors
by dividend payouts, mergers and acquisitions, asset trades, and loans. Moreover, the
possibility of expropriation is higher when property rights protection is poorer (Johnson
et al., 2000; Lemmon and Lins, 2003). Hence, in emerging markets the Type II agency
problem might dominate the Type I problem within family firms.

Specifically in China’s transitional economy, low legal awareness and poor
enforcement of legislation lead to weak property rights protection. The Type II agency
problem thus becomes severe for Chinese family firms. The conflict between controlling
and non-controlling shareholders could lower a family firm’s incentive to provide high
quality information. For example, family owners would be more likely to manipulate
earnings when carrying out related-party transactions in order to grab private benefits
(Cheung, Rau, and Stouraitis, 2006). This earnings manipulation would further cause
annual statements to deviate from economic reality and reduce the ability of earnings
to predict future cash flow. Finally, Ali, Chen, and Radhakrishnan (2007) state that

family firms are engaged in financial packaging to facilitate the entrenchment of family
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members in management positions, resulting in less conservative accounting. Overall,
family control has a negative effect on earnings management, cash flow predictability,

and accounting conservatism. Hence, we develop our hypothesis as follows:

Hypothesis: Family firms will have lower earnings quality than non-family

firms.

V. Sample, Data, and Variables

5.1 Sample

We use Chinese listed companies from 2005 to 2008 as our research sample. The
investigation period begins from 2005, since the number of listed family firms has
gradually increased after the Shenzhen Stock Exchange set up the board for small-and
medium-sized enterprises (SMEs) in June 2004. We further exclude financial companies
on account of their specialty. Finally, we have 1728 listed firms as our sample, 255 of
which are controlled by families. Table 1 displays the distribution of years of initial
public offerings (IPOs).

Table 1 Distribution of IPO Years of Sample Firms

IPO Year Family Firms Non-family Firms Total
1990 0 8 8
1991 0 4 4
1992 0 53 53
1993 1 133 134
1994 5 117 122
1995 3 34 37
1996 5 197 202
1997 9 207 216
1998 5 104 109
1999 6 94 100
2000 16 127 143
2001 12 67 79
2002 9 62 71
2003 19 48 67
2004 42 58 100
2005 7 8 15
2006 29 36 65
2007 72 54 126
2008 15 62 77

Total 255 1473 1728
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Table 2 presents the industry distribution of family firms in our sample. If we use
the full sample as the benchmark, we find there are more family firms in high technology
industries, such as electronics, medicine, machinery, and information technology, and
fewer such firms in the commerce, transportation, social service, and mining industries.
We also provide the regional distribution of family firms in Table 3, which shows more
family firms in the provinces of Zhejiang, Guangdong, Jiangsu, and Fujian, consistent
with the fact that the private economy is highly developed in the coastal regions. In
contrast, family firms are few in the inland provinces, such as Shaanxi, Guizhou, Yunnan,
and Tibet.

Table 2 Industry Distribution of Family Firms

Family Firms
Industry Full Sample
Number Percentage

Agriculture, Forestry,

Poultry and Fishing 7 2.75% 2.26%
Mining 1 0.39% 2.37%
Food and Beverages 10 3.92% 3.88%
Textiles, Apparel, and Leather 17 6.67% 4.57%
Lumber and Furniture 4 1.57% 0.35%
Paper and Printing 9 3.53% 2.08%
Petroleum, Chemicals, Rubber,

and Plastic Products 25 9.80% 10.88%
Electronics 24 9.41% 4.40%
Minerals and Metals 22 8.63% 8.85%
Machinery, Equipment, and Instruments 49 19.22% 16.32%
Medicine and Biological Products 25 9.80% 5.79%
Other Manufactures 8 3.14% 1.56%
Construction 7 2.75% 2.20%
Transportation 3 1.18% 4.05%
Information Technology 23 9.02% 6.19%
Commerce 2 0.78% 5.79%
Real Estate 9 3.53% 4.69%
Social Services 2 0.78% 3.18%
Miscellaneous 8 3.14% 4.22%

Total 255 100%
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Table 3 Regional Distribution of Family Firms

Family Firms

Region Full Sample
Number Percentage

Beijing 7 2.75% 6.25%
Tianjin 1 0.39% 1.62%
Hebei 4 1.57% 2.26%
Shanxi 1 0.39% 1.50%
Inner Mongolia 0 0.00% 1.39%
Liaoning 7 2.75% 3.41%
Jilin 2 0.78% 2.03%
Heilongjiang 4 1.57% 1.85%
Shanghai 13 5.10% 10.82%
Jiangsu 31 12.16% 7.18%
Zhejiang 60 23.53% 7.23%
Anhui 3 1.18% 3.30%
Fujian 12 4.71% 3.53%
Jiangxi 3 1.18% 1.62%
Shandong 14 5.49% 5.90%
Henan 6 2.35% 2.31%
Hubei 4 1.57% 3.82%
Hunan 1.18% 2.95%
Guangdong 52 20.39% 12.96%
Guangxi 4 1.57% 1.50%
Hainan 3 1.18% 1.45%
Chongqing 2 0.78% 1.74%
Sichuan 10 3.92% 4.28%
Guizhou 1 0.39% 1.04%
Yunnan 1 0.39% 1.62%
Tibet 1 0.39% 0.46%
Shaanxi 1 0.39% 1.62%
Gansu 2 0.78% 1.27%
Qinghai 0 0.00% 0.58%
Ningxia 0 0.00% 0.64%
Xinjiang 3 1.18% 1.85%
Total 255 100%
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5.2 Data

We take the data of stock prices and financial information from the CSMAR
database. We then go through annual reports to identify the ultimate owners of listed

companies and judge whether a listed firm is family-controlled.

5.3 Definition

One obstacle of our research is how to define family firms. The literature classifies
a company as family-controlled if one of the following criteria is satisfied (Anderson
and Reeb, 2003; Ali, Chen, and Radhakrishnan, 2007; Chen, Chen, and Cheng, 2008):
(1) the founders or family members hold a majority of company shares, (2) the founders
or family members serve on the board as directors, or (3) the founders or family
members serve as executive managers. The key point of definition is “founders or family
members”. We should judge by considering whether founders or family members are
directors, executive managers, or controlling shareholders. But previous research on
Chinese family firms often ignores this and regards all private firms as family firms (Su
and Zhu, 2003; He and Lian, 2009). Since the large shareholders of listed companies
often change (Jin, Liao, and Mao, 2007), the current controlling shareholders might not
be the founding families. These firms are thus not really family firms.

Therefore, we clearly classify family firms in our sample. First, we search out all
listed private firms at the end of 2008. We then delete those of which the controlling
shareholders have changed since the IPO. Finally, we go through the historical
information of each firm and define family firms as those whose founders or family

members are controlling shareholders, directors, or executive managers.

5.4 Descriptive Statistics

Table 4 gives the definitions of variables in the analysis, while Table 5 presents
their summary statistics. We find that 11.88 per cent of sample firms are controlled by
families, and the maximum value of family ownership reaches 74.15 per cent. The mean
values of NI and RETURN are 0.0841 and 0.5336, respectively. On average, firm debts
account for 23.65 per cent of total assets in our sample. The ROA average is 0.0184, and
that of GROWTH is 21.18 per cent. Finally, the phenomenon of ownership concentration
is prevalent in China; the average ownership of a controlling shareholder is 37.01 per
cent, and the maximum value is 86.42 per cent.

We compare family with non-family firms to understand their differences in
operation. Table 6 shows that family firms are smaller than non-family firms. This
may be because family firms engage in less external financing (Villalonga and Amit,
2010), further evidenced by the fact that they are less leveraged than non-family firms.
Moreover, family firms have better profitability and higher growth compared with non-
family firms. Finally, family firms are younger than non-family firms, since the former

have a shorter listing history.
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Variables

Definitions

FAMILY DUMMY

FAMILY _OWNERSHIP
ABS DA

ABS_RES

NI

RETURN
D

SIZE

LEV

ROA
GROWTH
AGE
LARGESHARE
YEAR

Dummy variable, equal to 1 if a firm is controlled
by a family, and 0 otherwise.

Family ownership.

Absolute value of discretionary accruals calculated
by the Jones model.

Natural logarithm of the absolute value of residuals
calculated by the operation cash flow model.
Operating income divided by market value at the
beginning of the year.

Annual stock return.

Dummy variable, equal to 1 if RETURN is negative,
and 0 otherwise.

Natural logarithm of firm assets at the beginning of
the year.

Sum of short-term and long-term debts, scaled by
total assets.

Ratio of net income to total assets.

Annual growth of sales.

Number of years since the IPO.

Largest shareholder ownership.

Year dummy variable.

VI. Empirical Analysis

We assess the earnings quality of family firms from the following perspectives:

earnings management, cash flow predictability, and timely loss recognition.

6.1 Earnings Management

Sloan (1996) argues that higher quality earnings are characterised by lower earnings

management, since earnings figures are manipulated less. We first investigate how family

control influences earnings management.
Following DeFond and Jiambalvo (1994) and Xia (2003), we employ the Jones

model to estimate earnings management. Specifically, we use the data of year #-1 and

run the following model by year and industry:3

3 Industry classification is based on the Guidance of Industry Classification issued by the China
Securities Regulatory Commission. We use two-digit codes for the manufacturing industry and one-

digit codes for other industries.
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where T4, is total accruals, equal to operational income minus operational cash flow;
AREYV, is the change in sales; PPE,; denotes net property, plant, and equipment; and 4,
represents assets at the beginning of the year.

We use the estimated coefficients of Model (1) to calculate non-discretionary
accruals for year ¢ by the following formula:

NDA, =a, + &1% + &2% )

i i

We then calculate discretionary accruals DA, as TA, / A, — NDA.

Finally, we use the absolute value of D4, as our earnings management measure,
considering that firms might engage in upward or downward earnings management
(Warfield, Wild, and Wild, 1995; Bowen, Rajgopal, and Venkatachalam, 2003), which
we denote as ABS DA.

We then construct the following model to examine the effect of family control on

earnings management:

ABS_DA = 3, + B, FAMILY + B,SIZE + B,LEV + 8,ROA 3)
+ B.GROWTH + B AGE + ,LARGESHARE + B,YEAR + ¢ ,

where ABS_DA measures earnings management, equal to the absolute value of
discretionary accruals, and FAMILY represents the family firm variable, including the
family dummy variable (FAMILY DUMMY) and family ownership variable (FAMILY
OWNERSHIP). According to positive accounting theory, the hypotheses of political cost,
debt covenant, and management compensation can explain the incentives to manage
earnings (Healy, 1985; Watts and Zimmerman, 1986; Sweeney, 1994). Thus we include
variables of firm size (SIZE), leverage (LEV), and performance (ROA) to control for
these effects. We also include firm growth (GROWTH) in the regression, since high
growth firms have more incentives to beat analyst forecasts (Warfield, Wild, and Wild,
1995). Since family ownership might decline over time (Anderson and Reeb, 2003), we
add the listing year variable (AGE). The regression includes the variable for the largest
shareholder ownership (LARGESHARE), since ownership concentration is related to
earnings quality in East Asia (Fan and Wong, 2003). Finally, the year effect is controlled
by adding a year dummy variable (YEAR).

Table 7 presents the regression results of Model (3). The coefficient of FAMILY_
DUMMY 1is significantly positive, suggesting that family control increases earnings
management. The coefficient of FAMILY OWNERSHIP is 0.0294 and significant at the 5
per cent level, giving further evidence of greater earnings management by family firms.

Economically the effect of family control on earnings management is greatly significant.



Table 5 Summary Statistics of the Variables

Huang and Zhang

Variables Obs. Mean  Median Std. Min. Max.
FAMILY_DUMMY 5899 0.1188 0.0000 0.3236 0.0000 1.0000
FAMILY_OWNERSHIP 5899 0.0394 0.0000 0.1162 0.0000 0.7415
ABS_DA 5697 0.0840 0.0518 0.1084 0.0009 0.7772
ABS_RES 3988 -3.1244 -3.0118 1.4554  -20.1013 32992
NI 5711 0.0841 0.0673 0.4912 -3.0156 3.1270
RETURN 5711 0.5336 0.1824 1.2143 -0.8146 5.6694
D 5711 0.4495 0.0000 0.4975 0.0000 1.0000
SIZE 5899 21.2951 21.2168 1.1306 12.3143 27.6251
LEV 5899 0.2365 0.2219 0.1804 0.0000 1.0474
ROA 5899 0.0184 0.0281 0.1006 -0.6190 0.2107
GROWTH 5899 0.2118 0.1364 0.6144 -0.8255 4.5709
AGE 5899 8.2904 9.0000 3.8572 0.0000  15.0000
LARGESHARE 5899 0.3701 0.3466 0.1555 0.0082 0.8642

Note: (1) There are fewer observations for ABS_DA because some industries have too few

companies for estimation using the Jones model. (2) Since the regression of future cash flow

on earnings uses the data of year r+1, ABS_RES loses one year of observations. (3) There

are fewer observations for NI, RETURN, and D because of trade suspension and missing

data.

Table 6 Comparison between Family and Non-family Firms

Mean Median
Non-family Family T Test Non-family Family Wilcoxon Test
SIZE 21.4633  20.9974 9.3]%** 21.3687 20.8666 11.3%%*
LEV 0.2394 0.2080 4.05%** 0.2186 0.1936 3.24%**
ROA 0.0152 0.0381 4. 81%** 0.0269 0.0479 AL
GROWTH 0.2140 0.2341 -0.80 0.1323 0.1725 -4 25%**
AGE 8.5449 3.7126 33.8%%* 9.0000 3.0000 20.2%%%

Note: *, ** and *** denote significance at the 10%, 5%, and 1% levels, respectively.

Taking the result of FAMILY_OWNERSHIP as an example, a standard deviation

improvement in family ownership increases discretionary accruals by 0.3 per cent. The

results of control variables show that firm size and profitability positively correlate with

discretionary accruals, whereas firm leverage, growth, and listing year show a negative

correlation. Consistent with Fan and Wong (2002), firms with concentrated ownership

have higher discretionary accruals.
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Table 7 Results of Family Control and Earnings Management
FAMILY DUMMY FAMILY OWNERSHIP

FAMILY 0.0086%* (0.055) 0.0294** (0.032)
SIZE -0.0176%*** (0.000) -0.0175%** (0.000)
LEV 0.0246%* (0.025) 0.0243** (0.026)
ROA -0.2747%** (0.000) -0.2746%** (0.000)
GROWTH 0.0286%** (0.000) 0.0285%** (0.000)
AGE 0.0020%** (0.000) 0.0020%** (0.000)
LARGESHARE 0.0398%*** (0.000) 0.0375%*%* (0.000)
Constant 0.4027%** (0.000) 0.4017%** (0.000)
YEAR Yes Yes

Obs. 5697 5697

R? 0.137 0.138

Note: (1) We winsorise the variables of ABS_DA, LEV, ROA, GROWTH, and AGE at the top and
bottom 1%. (2) There are fewer observations because some industries have too few companies
for estimation using the Jones model. (3) We calculate the Huber-White standard error for
P values to control for heteroscedasticity problems. (4) *, ** and *** denote significance
at the 10%, 5%, and 1% levels, respectively.

6.2 Cash Flow Predictability

According to Dechow, Kothari, and Watts (1998) and Barth, Cram, and Nelson
(2001), another common measure of earnings quality is the ability of earnings to predict
future cash flow. We then compare this ability between family and non-family firms.

Specifically we run the following regression:

CFO,., =y, + 1\/CFO, + ,AAR, + v, AINV, + y,AAP, + y;DEP, + v OTHER, + ¢, (4)

where CFO is operational cash flow; A4AR is the change in accounts receivable; AINV
is the change in inventory; A4P is the change in accounts payable; DEP is depreciation
and amortisation expense; and OTHER is net of all other accruals, calculated as {net
income — (CFO + AAR + AINV — AAP — DEP)}. All variables are scaled by total assets
at the beginning of the year.

We run Model (4) by year and industry to obtain the residual terms of each
observation. We use 4BS_RES, the natural logarithm of the absolute value of residuals,
to measure the ability of earnings to predict future cash flow. When ABS_RES is bigger,
the smaller the part of cash flow at period #+1 can be explained by earnings at period
t, and earnings quality is lower. Furthermore, we construct the following formula to

compare cash flow predictability between family and non-family firms:

ABS_RES = ¢, + ¢,FAMILY + ¢,SIZE + ¢,LEV + ¢,ROA + ¢;GROWTH

5
+ ¢,AGE + ¢,LARGESHARE + ¢,YEAR + ¢, ©)
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where ABS_RES measures the ability of earnings to predict future cash flow, and FAMILY
denotes the family firm variable, including the family dummy variable (FAMILY_
DUMMY) and family ownership variable (FAMILY OWNERSHIP). Cohen (2004) argues
that the incentive to provide higher quality earnings depends on the costs and benefits
of information disclosure. The costs of disclosure will become higher as firm size
increases and the firm’s business becomes more complicated. We include the variable
of SIZE to control for this effect. When the debt-to-equity ratio increases, creditors
might step up their information demands to the company, and so we add the variable
LEV to the regression. Also, higher earnings information quality could lead to more
intense competition if a firm’s profitability and growth were promising, and the cost
of information disclosure would turn higher. To capture this effect, we include the
performance variable (ROA) and growth variable (GROWTH) in the model. We also
control for corporate age and ownership concentration by including the variables of
listing year (AGE) and the largest shareholder ownership (LARGESHARE). Finally, YEAR
is included as the year dummy variable.

Table 8 presents the regression results of Model (5). The coefficients of FAMILY_
DUMMY and FAMILY OWNERSHIP are both significantly positive, indicating that little
of future cash flow can be explained by current earnings for family firms, and their
earnings quality is poor. The results provide further evidence that family control has a
negative impact on earnings quality, lowering the ability of earnings to predict future
cash flow. The regression of other variables shows that future cash flow and current
earnings are more highly correlated for larger firms, while cash flow predictability is

poorer for firms with better performance and growth.

Table 8 Results of Family Control and Cash Flow Predictability

FAMILY _DUMMY FAMILY OWNERSHIP

FAMILY 0.1913%** (0.004) 0.5521%** (0.002)
SIZE -0.0557*** (0.009) -0.0557%** (0.009)
LEV 0.0073 (0.957) 0.0028 (0.984)
ROA 0.7425%** (0.005) 0.7475%** (0.005)
GROWTH 0.1114%** (0.004) 0.1110%** (0.004)
AGE 0.0003 (0.962) -0.0003 (0.956)
LARGESHARE 0.1727 (0.240) 0.1259 (0.390)
Constant -1.8539%*** (0.000) -1.8340%** (0.000)
YEAR Yes Yes

Obs. 3988 3988

R? 0.308 0.308

Note:(1) We winsorise the variables of LEV, ROA, GROWTH, and AGE at the top and bottom
1%. (2) One year of observations is missing because the regression of future cash flow on
earnings uses the data of year t+1. (3) We calculate the Huber-White standard error for P
values to control for heteroscedasticity problems. (4) *, ** and *** denote significance at
the 10%, 5%, and 1% levels, respectively.
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6.3 Timely Loss Recognition

Conservatism is another important characteristic of earnings quality (Ball, Kothari,
and Robin, 2000). Timely loss recognition would help creditors supervise firms and
reduce lawsuit risks, indicating higher earnings quality (Ball, Robin, and Wu, 2003).
To compare timely loss recognition between family and non-family firms, we build the

following model:

NI = e, + ¢,RETURN + e,D + e,FAMILY + ¢,RETURN x D
+ e,RETURN x FAMILY + eD x FAMILY + ¢,RETURN x D (6)
x FAMILY + ¢,RETURN x D x LARGESHARE + ¢,YEAR + ¢,

where NI equals the ratio of operational income to market value at the beginning of
the year; RETURN is the annual stock return; D is a dummy variable, equal to 1 if
RETURN is negative, and 0 otherwise; and FAMILY includes the family dummy variable
(FAMILY_DUMMY) and family ownership variable (FAMILY _OWNERSHIP). The
interaction term RETURN x D x FAMILY investigates the effect of family control on
timely loss recognition. A significantly negative e, suggests that family firms are less
timely in recognizing losses, and their accounting is less conservative. To control for
the influence of ownership concentration, we include an interaction term RETURN % D
x LARGESHARE in the model. Finally, we control for the year effect (YEAR) in the
regression.

As determined by the model above, we obtain the regression results of Table 9. The
coefficient of the interaction term RETURN x D x FAMILY is -0.1529 and significant at
the 1 per cent level, suggesting that family control reduces timeliness of loss recognition.
The results for FAMILY _OWNERSHIP are quite similar. The interaction term RETURN
x D x FAMILY generates a significantly negative coefficient, indicating that family firms
display less timely recognition of loss and a lower level of conservatism, and further

supporting the assertion that family firms have poorer earnings quality.

Overall, the regressions above unanimously suggest that family control has a
negative effect on earnings quality. Specifically, family firms demonstrate higher earnings

management, lower cash flow predictability, and less timely loss recognition.

VII. Additional Tests

7.1 Property Rights Protection

Our analysis shows that when legal protection for investor interests is weak, the
conflict between family and non-family shareholders weakens the incentive to generate
high quality earnings and reduces the information quality of family firms. To verify this

conclusion, we further investigate how property rights protection influences the difference
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in earnings quality between family and non-family firms using the uneven institutional
development across China’s regions. Specifically, we employ the index of “market
intermediary development and legal institutional environment” compiled by Fan and
Wang (2006), and divide sample firms into well-protected and poorly-protected regions
by the median value of this index. We then run a sub-sample regression, the results of

which are presented in Tables 10 and 11.*

Table 9 Results of Family Control and Timely Loss Recognition

FAMILY_DUMMY FAMILY_OWNERSHIP

RETURN 0.0723%** (0.000) 0.0715%** (0.000)
D -0.1388%*** (0.000) -0.1405%** (0.000)
FAMILY -0.0296 (0.176) -0.1050% (0.088)
RETURN x D 0.6384%** (0.000) 0.6313%** (0.000)
RETURN x FAMILY 0.0097 (0.461) 0.0515 (0.154)
D x FAMILY -0.0180 (0.658) -0.0217 (0.856)
RETURN x D x FAMILY -0.1529%** (0.008) -0.3846%* (0.028)
RETURN x D x LARGESHARE -0.4238%** (0.000) -0.4099%** (0.000)
Constant 0.2806%*** (0.000) 0.2816%** (0.000)
YEAR Yes Yes

Obs. 5711 5711

R? 0.082 0.082

Note: (1) We winsorise the variables of N/ and RETURN at the top and bottom 1%. (2) There are
fewer observations because some firms lack data for market value and annual stock return.
(3) We calculate the Huber-White standard error for P values to control for heteroscedasticity

problems. (4) *, ** and *** denote significance at the 10%, 5%, and 1% levels, respectively.

Table 10 reports the results of earnings management. In the region where property
rights protection is poor, the coefficient of FAMILY DUMMY is significantly positive,
whereas where protection is good, the coefficient of FAMILY DUMMY is insignificant.
The regression results thus suggest that family shareholders have less incentive to provide
high quality earnings, and that the earnings management of family firms is higher under
weaker property rights protection. Although the analysis of cash flow predictability
generates a weak result such that the coefficient of FAMILY _DUMMY is insignificant,
the result still shows that the size and significance level of the FAMILY DUMMY
coefficient are both higher in the poor property rights region. Table 11 compares timely
loss recognition between family and non-family firms in different regions and shows that
the interaction term RETURN x D x FAMILY generates an insignificant coefficient when
property rights protection is good, but a significantly negative coefficient when it is weak.

4 To save space, we list only the regression results of FAMILY_DUMMY; the results of FAMILY_
OWNERSHIP are quite similar.



Earnings Quality of Family Firms: Evidence from China’s Stock Markets

The results of timely loss recognition further prove that family control has a negative
effect on earnings quality if the legal system provides insufficient protection for investors.

Table 10 Results of Earnings Management and Cash Flow Predictability by Property
Rights Protection

Earnings Management Cash Flow Predictability
Well-protected  Poorly-protected ~ Well-protected ~ Poorly-protected
FAMILY -0.0017 0.0133%* 0.0221 0.1578
(0.802) (0.050) (0.837) (0.134)
SIZE -0.0148*** -0.0220%** -0.0299 -0.0837%**
(0.000) (0.000) (0.301) (0.000)
LEV 0.0405%* 0.0145 0.1639 -0.1199%**
(0.018) (0.294) (0.412) (0.000)
ROA -0.2306%** -0.3065%** 0.7438* 0.7661%**
(0.000) (0.000) (0.086) (0.000)
GROWTH 0.0357%** 0.0237%** 0.1481%* 0.0587%**
(0.000) (0.000) (0.011) (0.000)
AGE 0.0014** 0.0021%** 0.0021 0.0035
(0.027) (0.000) (0.801) (0.112)
LARGESHARE 0.0180 0.0608*** -0.0869 0.4853*
0.217) (0.000) (0.664) (0.066)
Constant 0.3570%** 0.4837*** -2.5639%** -1.8682%**
(0.000) (0.000) (0.000) (0.000)
YEAR Yes Yes Yes Yes
Obs. 2653 3044 2162 1826
R? 0.113 0.169 0.109 0.367

Note: (1) We winsorise the variables of ABS_DA, LEV, ROA, GROWTH, and AGE at the top
and bottom 1%. (2) There are fewer observations for earnings management because some
industries have too few companies for estimation using the Jones model. (3) One year of
observations is missing for cash flow predictability because the regression of future cash
flow on earnings uses the data of year t+1. (4) We calculate the Huber-White standard
error for P values to control for heteroscedasticity problems. (5) *, ** and *** denote
significance at the 10%, 5%, and 1% levels, respectively.

7.2 Separation of Cash Flow Rights and Control Rights

The research of La Porta, Lopez-de-Silanes, and Shleifer (1999) and Claessens
et al. (2002) finds that the agency problem between controlling and non-controlling
shareholders is more serious when large shareholders have few cash flow rights but
hold control rights. We further investigate the effect of family control on earnings
quality under different ownership structures. We divide family firms into two groups by
considering whether cash flow rights are separated from control rights: one group has
peer cash flow rights and control rights, and the other has control rights exceeding cash
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flow rights. We then include non-family firms in each of the two groups and re-run the
regression. Tables 12 and 13 present the results.’

Table 11 Results of Timely Loss Recognition by Property Rights Protection

Well-protected Poorly-protected

RETURN 0.0668*** (0.000) 0.0780%** (0.000)
D -0.1448%** (0.000) -0.1399%** (0.003)
FAMILY -0.0231 (0.369) -0.0750% (0.056)
RETURN x D 0.5504%** (0.000) 0.7375%** (0.000)
RETURN x FAMILY 0.0130 (0.418) 0.0133 (0.539)
D x FAMILY -0.0013 (0.978) -0.0399 (0.572)
RETURN x D x FAMILY -0.0901 (0.180) -0.3145%** (0.002)
RETURN x D x LARGESHARE -0.3725%** (0.000) -0.5057*** (0.000)
Constant 0.2811%** (0.000) 0.2850%** (0.000)
YEAR Yes Yes

Obs. 2984 2727

R? 0.109 0.071

Note:(1) We winsorise the variables of NI and RETURN at the top and bottom 1%. (2) There are
fewer observations because some firms lack data for market value and annual stock return.
(3) We calculate the Huber-White standard error for P values to control for heteroscedasticity

problems. (4) *, ** and *** denote significance at the 10%, 5%, and 1% levels, respectively.

The results of Table 12 show that FAMILY_DUMMY generates significantly positive
coefficients when cash flow rights are separated from control rights in both regressions
of earnings management and cash flow predictability. But its coefficient is insignificant
when cash flow rights are equal to control rights. These results reveal that family firms
that separate cash flow rights and control rights show higher earnings management
and less ability of earnings to predict future cash flow than non-family firms, further
supporting our conclusion that the conflict between large and minority shareholders
weakens the incentives of family firms to provide high quality earnings. The results
of timely loss recognition in Table 13 show that the interaction term RETURN %X D x
FAMILY is significantly negative in those firms that separate cash flow rights and control
rights, and is insignificant in the firms with peer cash flow rights and control rights.
The analysis finds that the agency problem between controlling and non-controlling
shareholders leads to less timely loss recognition, and results in lower earnings quality
when a firm’s cash flow rights are separated from control rights.

> We list only the regression results of FAMILY_DUMMY; the results of FAMILY_OWNERSHIP are
quite similar.
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Table 12 Results of Earnings Management and Cash Flow Predictability by Ownership

Structure
Earnings Management Cash Flow Predictability
Equal Separate Equal Separate
FAMILY 0.0048 0.0321%** 0.2015 0.1656**
(0.457) (0.034) (0.128) (0.018)
SIZE -0.0178*** -0.0177%** -0.0431** -0.0540%**
(0.000) (0.000) (0.026) (0.000)
LEV 0.0220%* 0.0231%%* 0.1637 -0.0011
(0.054) (0.038) (0.191) (0.992)
ROA -0.2636%** -0.2787*** 0.9316%** 0.7047%**
(0.000) (0.000) (0.000) (0.000)
GROWTH 0.0256%** 0.0287%** 0.1032%** 0.1177%**
(0.000) (0.000) (0.002) (0.000)
AGE 0.0020%** 0.0020%** 0.0009 0.0008
(0.000) (0.000) (0.896) (0.873)
LARGESHARE 0.0356%** 0.0380%** 0.2610%* 0.1467
(0.000) (0.000) (0.073) (0.542)
Constant 0.4096*** 0.4057%** -2.6744%%* -2.2065%**
(0.000) (0.000) (0.000) (0.000)
YEAR Yes Yes Yes Yes
Obs. 5190 5504 3661 3885
R? 0.131 0.141 0.100 0.313

Note:(1) We winsorise the variables of ABS DA, LEV, ROA, GROWTH, and AGE at the top
and bottom 1%. (2) There are fewer observations for earnings management because some
industries have too few companies for estimation using the Jones model. (3) One year of
observations for cash flow predictability is missing because the regression of future cash flow
on earnings uses the data of year t+1. (4) We calculate the Huber-White standard error for
P values to control for heteroscedasticity problems. (5) *, **, and *** denote significance at
the 10%, 5%, and 1% levels, respectively.

VIIl. Sensitive Analysis

8.1 Alternative Explanation

81.1 The Stage of Family Firms

Fan, Wong, and Zhang (2011) find that through succession, family firms shift
towards an outside-based accounting system and improve firm transparency. Since the
Chinese private economy has been growing only since the early 1980s, family firms
have a relatively short history, and most are still at the start-up stage. This fact provides
an alternative explanation for their low earnings quality. Since Chinese family firms
are relatively young, their accounting information system has not experienced the noted

outward transformation. To exclude this alternative explanation, we check whether
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family firms have experienced a succession in our sample. We go through the details
of whether the direct or collateral descendants of the founders serve as chairpersons
or hold a majority of shares. We delete all family firms that have not experienced a
succession and re-run the regressions. Tables 14 and 15 show that our previous results
remain unchanged in the regressions of earnings management, cash flow predictability,
and timely loss recognition. The analysis thus supports the assertion that our results
are not caused by Chinese family firms being mostly at the start-up stage, and further

confirms our conclusion.

Table 13 Results of Timely Loss Recognition by Ownership Structure

Equal Separate
RETURN 0.0735%** (0.000) 0.0722%** (0.000)
D -0.1424%** (0.000) -0.1382%** (0.000)
FAMILY 0.0294 (0.665) -0.0476% (0.056)
RETURN x D 0.6698%** (0.000) 0.6508%** (0.000)
RETURN x FAMILY -0.0173 (0.666) 0.0178 (0.249)
D x FAMILY -0.1095 (0.380) 0.0087 (0.846)
RETURN x D x FAMILY -0.1977 (0.325) -0.1360%** (0.029)
RETURN x D x LARGESHARE -0.4399%** (0.000) -0.4367%** (0.000)
Constant (.2883%** (0.000) 0.2810%** (0.000)
YEAR Yes Yes
Obs. 5228 5529
R? 0.081 0.081

Note:(1) We winsorise the variables of NI and RETURN at the top and bottom 1%. (2) There are
fewer observations because some firms lack data for market value and annual stock return.
(3) We calculate the Huber-White standard error for P values to control for heteroscedasticity

problems. (4) *, ** and *** denote significance at the 10%, 5%, and 1% levels, respectively.

8.1.2 Special Assets of Family Firms

An important characteristic of family firms is that they have many special assets,
and firm business relies more heavily on relationships, family rules, and faith (Fan, Jian,
and Yeh, 2008). But special assets cannot be accurately disclosed in financial statements,
leading to lower earnings quality. To control for this effect, we select some proxies
for special assets, such as the presence of co-founders, the level of firm leverage, and
firm operations in amenity industries, including publishing, media, advertising, catering,
and hotels. We conduct a principal component analysis and construct a comprehensive
measure for special assets (SPECIFIC) based on these proxies. We then include the
variable SPECIFIC in the above model and re-run the regressions. Tables 16 and 17
present the results. Specifically, the coefficients of FAMILY DUMMY and FAMILY_

OWNERSHIP are both significantly positive in the regressions of earnings management
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and cash flow predictability after the special assets variable is included. Furthermore, the
results of timely loss recognition remain similar, while the interaction item RETURN x D
x FAMILY is significantly negative. Overall, the above results still hold after controlling

for the special assets of family firms, giving further support to our conclusion.

Table 14 Results of Earnings Management and Cash Flow Predictability by Deleting

Family Firms without a Succession

Earnings Management Cash Flow Predictability
FAMILY DUMMY  FAMILY OWNERSHIP  FAMILY DUMMY FAMILY OWNERSHIP
FAMILY 0.0127* 0.0310* 0.1561* 0.5794%**
(0.072) (0.074) (0.042) (0.005)
SIZE -0.0179%** -0.0122%** -0.0574%** -0.0575%**
(0.000) (0.000) (0.005) (0.005)
LEV 0.0215* 0.0119 0.0411 0.0392
(0.069) (0.184) (0.803) (0.810)
ROA -0.2731%** -0.2462%** 0.8730%** 0.8709%**
(0.000) (0.000) (0.000) (0.000)
GROWTH 0.0271%** 0.0205%** 0.0990%** 0.0992%**
(0.000) (0.000) (0.008) (0.008)
AGE 0.0019%** 0.0015%** 0.0009 0.0010
(0.000) (0.000) (0.889) (0.881)
LARGESHARE 0.0358*** 0.0272%** 0.1619 0.1539
(0.000) (0.001) (0.407) (0.430)
Constant 0.4130%** 0.3011%** -2.1625%** -2.1570%**
(0.000) (0.000) (0.000) (0.000)
YEAR Yes Yes Yes Yes
Obs. 5122 5122 3642 3642
R? 0.138 0.137 0.196 0.196

Note:(1) We winsorise the variables of ABS_DA, LEV, ROA, GROWTH, and AGE at the top
and bottom 1%. (2) There are fewer observations for earnings management because some
industries have too few companies for estimation using the Jones model. (3) One year of
observations for cash flow predictability is missing because the regression of future cash flow
on earnings uses the data of year t+1. (4) We calculate the Huber-White standard error for
P values to control for heteroscedasticity problems. (5) *, **, and *** denote significance at

the 10%, 5%, and 1% levels, respectively.

8.2 Robustness Test
821 Earnings Management

To further investigate the impact of family control on earnings management, we use
the modified Jones model to estimate abnormal accruals by including changes in accounts

receivable in the predicted model (Dechow, Sloan, and Sweeney, 1995). Table 18
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presents the results. The coefficients of FAMILY DUMMY and FAMILY OWNERSHIP
are both significantly positive, confirming that the abnormal accruals of family firms
are higher than those of non-family firms. The results again support the assertion that

family control increases a firm’s earnings management.

Table 15 Results of Timely Loss Recognition by Deleting Family Firms without

Succession
FAMILY_DUMMY FAMILY_OWNERSHIP

RETURN 0.0698%*** (0.000) 0.0698*** (0.000)
D -0.1323%** (0.000) -0.1314%** (0.000)
FAMILY -0.0128 (0.760) -0.0234 (0.859)
RETURN x D 0.6295%** (0.000) 0.6290%** (0.000)
RETURN x FAMILY -0.0030 (0.914) -0.0051 (0.958)
D x FAMILY -0.0962 (0.335) -0.4336 (0.209)
RETURN x D x FAMILY -0.2529* (0.089) -0.9156* (0.090)
RETURN x D x LARGESHARE -0.4202%** (0.000) -0.4166%** (0.000)
Constant 0.2773%** (0.000) 0.2770%** (0.000)
YEAR Yes Yes

Obs. 5165 5165

R? 0.089 0.089

Note:(1) We winsorise the variables of NI and RETURN at the top and bottom 1%. (2) There are
fewer observations because some firms lack data for market value and annual stock return.
(3) We calculate the Huber-White standard error for P values to control for heteroscedasticity

problems. (4) *, **, and *** denote significance at the 10%, 5%, and 1% levels, respectively.

822 Timely Loss Recognition

Considering that stock returns might not be a good measure of economic efficiency
in emerging markets, we use the CFO-accrual model to examine the effect of family

control on timely loss recognition (Ball and Shivakumar, 2005). The model is as follows:

ACC = g, + g,CFO + g,D + g,FAMILY + g,CFO % D
+ g,CFO x FAMILY + gD x FAMILY + g,CFO x D x FAMILY (7)
+ g,CFO x D x LARGESHARE + g,YEAR + ¢,

where CFO is operational cash flow; D is a dummy variable, equal to 1 if CFO is
negative, and 0 otherwise; ACC is defined as (AINV + AAR + AOA — AAP — AOL —
DEP), in which AINV is the change in inventory, A4R the change in accounts receivable,
AOA the change in other current assets, A4P the change in accounts payable, AOL the
change in other current liabilities, and DEP depreciation and amortisation expenses. ACC
and CFO are scaled by total assets at the beginning of the year. The interaction item

CFO x D x FAMILY investigates the effect of family control on timely loss recognition.
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Table 19 presents the regression results. The interaction item CFO x D x FAMILY
generates significantly negative coefficients in the regressions of FAMILY_DUMMY and
FAMILY OWNERSHIP, suggesting that family firms display less timely loss recognition
compared with non-family firms. The results further support the negative effects of
family control on timely loss recognition. We also notice that the coefficient of CFO is
significantly positive, but that of CFO x D is significantly negative. These results differ
from the extant literature. We think this may stem from the multicollinearity problem.
For example, the correlation coefficient of CFO and D is -0.6273, while the correlation
coefficient of CFO and CFO x D is 0.6585.

Table 16 Results of Earnings Management and Cash Flow Predictability by Including
the Special Assets Variable

Earnings Management Cash Flow Predictability
FAMILY DUMMY FAMILY OWNERSHIP FAMILY DUMMY FAMILY OWNERSHIP
FAMILY 0.0085* 0.0296** 0.2382%** 0.6833%**
(0.070) (0.040) (0.001) (0.000)
SPECIFIC -0.0001 0.0001 0.0568* 0.0572*
(0.956) (0.970) (0.068) (0.068)
SIZE -0.0176%** -0.0175%** -0.0551%* -0.0550%*
(0.000) (0.000) (0.010) (0.010)
LEV 0.0245%* 0.0243%* 0.0115 0.0060
(0.025) (0.026) (0.933) (0.965)
ROA -0.2747%** -0.2746%** 0.7494%** 0.7560%**
(0.000) (0.000) (0.005) (0.005)
GROWTH 0.0286%** 0.0285%** 0.1118%** 0.1114%**
(0.000) (0.000) (0.004) (0.004)
AGE 0.0020%** 0.0020%** -0.0002 -0.0011
(0.000) (0.000) (0.974) (0.866)
LARGESHARE 0.0398*** 0.0374%** 0.1787 0.1203
(0.000) (0.000) (0.225) 0.411)
Constant 0.4028*** 0.4017%** -2.2040%** 2. 1787***
(0.000) (0.000) (0.000) (0.000)
YEAR Yes Yes Yes Yes
Obs. 5697 5697 3988 3988
R? 0.137 0.138 0.309 0.309

Note: (1) We winsorise the variables of ABS DA, LEV, ROA, GROWTH, and AGE at the top
and bottom 1%. (2) There are fewer observations for earnings management because some
industries have too few companies for estimation using the Jones model. (3) One year of
observations for cash flow predictability is missing because the regression of future cash flow
on earnings uses the data of year t+1. (4) We calculate the Huber-White standard error for
P values to control for heteroscedasticity problems. (5) *, **, and *** denote significance at

the 10%, 5%, and 1% levels, respectively.
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Table 17 Results of Timely Loss Recognition by Including the Special Assets Variable

FAMILY_DUMMY FAMILY_OWNERSHIP
RETURN 0.0723#** (0.000) 0.0714%** (0.000)
D -0.1389%** (0.000) -0.1406%** (0.000)
FAMILY -0.0298 (0.173) -0.1055* (0.087)
RETURN % D 0.6387*** (0.000) 0.6312%%* (0.000)
RETURN x FAMILY 0.0096 (0.463) 0.0514 (0.158)
D x FAMILY -0.0181 (0.656) -0.0216 (0.856)
RETURN x D x FAMILY -0.1581#%* (0.006) -0.3911%* (0.026)
RETURN x D x LARGESHARE -0.4229%** (0.000) -0.4088*** (0.000)
RETURN x D x SPECIFIC 0.0050 (0.224) 0.0025 (0.548)
Constant 0.2807*** (0.000) 0.2817%%* (0.000)
YEAR Yes Yes
Obs. 5711 5711
R? 0.082 0.082

Note: (1) We winsorise the variables of N/ and RETURN at the top and bottom 1%. (2) There are

fewer observations because some firms lack data for market value and annual stock return.

(3) We calculate the Huber-White standard error for P values to control for heteroscedasticity

problems. (4) *, ** and *** denote significance at the 10%, 5%, and 1% levels, respectively.

Table 18 Results of Earnings Management Based on the Modified Jones Model

FAMILY DUMMY

FAMILY OWNERSHIP

FAMILY 0.0089%** (0.046) 0.0290%** (0.034)
SIZE -0.0172%** (0.000) -0.0171%*** (0.000)
LEV 0.0208* (0.060) 0.0206* (0.062)
ROA -0.2909%** (0.000) -0.2907%** (0.000)
GROWTH 0.0289*** (0.000) 0.0289%*** (0.000)
AGE 0.0020%** (0.000) 0.0020%** (0.000)
LARGESHARE 0.0450%** (0.000) 0.0425%** (0.000)
Constant 0.3923%** (0.000) 0.3917%** (0.000)
YEAR Yes Yes

Obs. 5608 5608

R? 0.141 0.142

Note: (1) We winsorise the variables of ABS_DA, LEV, ROA, GROWTH, and AGE at the top and

bottom 1%. (2) The number of observations is further reduced because accounts receivable

data for the last year are required to estimate the modified Jones model, and pre-IPO data

are missing. (3) We calculate the Huber-White standard error for P values to control for

heteroscedasticity problems. (4) *, **, and *** denote significance at the 10%, 5%, and 1%

levels, respectively.
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Table 19 Results of Timely Loss Recognition Based on the CFO-Accrual model

FAMILY DUMMY FAMILY OWNERSHIP

CFO 0.6342%** (0.000) 0.6269%** (0.000)
D -0.0098 (0.483) -0.0143 (0.299)
FAMILY 0.0033 (0.876) -0.0031 (0.957)
CFO x D -1.0050%** (0.000) -1.1059%** (0.000)
CFO x FAMILY -0.0974 (0.585) -0.0628 (0.893)
D x FAMILY -0.0204 (0.605) 0.0749 (0.494)
CFO x D x FAMILY -0.8127+* (0.033) -1.9380** (0.034)
CFO x D x LARGESHARE ~ -4.7430%** (0.000) -4.4360%** (0.000)
Constant -0.0791%** (0.000) -0.0784%** (0.000)
YEAR Yes Yes

Obs. 5489 5489

R? 0.13 0.14

Note: (1) We winsorise the variables of 4CC and CFO at the top and bottom 1%. (2) The number
of observations is further reduced because the calculation of ACC requires data for inventory,
accounts receivable, other current assets, accounts payable, and other current liabilities in the
last year, and pre-IPO data are missing. (3) We calculate the Huber-White standard error for
P values to control for heteroscedasticity problems. (4) *, **, and *** denote significance at

the 10%, 5%, and 1% levels, respectively.

Table 20 Results of Earnings Management and Cash Flow Predictability Based on

Family Firm Sample

Earnings Management Cash Flow Predictability
FAMILY_OWNERSHIP  0.0609% (0.067) 0.1073* (0.090)
SIZE -0.0120%* (0.037) -0.0036 (0.151)
LEV 0.0650%* (0.016) -0.0509 (0.390)
ROA -0.3269%** (0.000) -0.0883 (0.184)
GROWTH 0.0629%** (0.002) 0.0443%** (0.001)
AGE 0.0013 (0.439) 0.0047%** (0.000)
Constant 0.2715%* (0.015) 0.0646 (0.313)
YEAR Yes Yes
Obs. 700 430
R? 0.197 0.400

Note:(1) We winsorise the variables of ABS_DA, LEV, ROA, GROWTH, and AGE at the top
and bottom 1%. (2) There are fewer observations for earnings management because some
industries have too few companies for estimation using the Jones model. (3) One year of
observations for cash flow predictability is missing because the regression of future cash flow
on earnings uses the data of year t+1. (4) We calculate the Huber-White standard error for
P values to control for heteroscedasticity problems. (5) *, **, and *** denote significance at

the 10%, 5%, and 1% levels, respectively.
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823 Family Ownership Variable

Since the variable FAMILY_OWNERSHIP is equal to 0 for all non-family firms,
we re-run all regressions of FAMILY OWNERSHIP for family firms only. Tables 20 and
21 present the results, which show that our previous results do not change. Specifically,
the coefficient of FAMILY OWNERSHIP is significantly positive in the regression of
earnings management and cash flow predictability, while the interaction term RETURN x
D x FAMILY OWNERSHIP generates significantly negative coefficients in the analysis
of timely loss recognition. These results thus again verify the negative effects of family

control on accounting information.

Table 21 Results of Timely Loss Recognition Based on Family Firm Sample
FAMILY_OWNERSHIP

RETURN -0.0229* (0.084)
D -0.0189 (0.826)
FAMILY -0.0891 (0.430)
RETURN x D 0.2135%%* (0.018)
RETURN * FAMILY 0.1619%*x* (0.000)
D x FAMILY -0.0487 (0.842)
RETURN x D x FAMILY -0.5375* (0.084)
Constant 0.1329%** (0.001)
YEAR Yes

Obs. 665

R? 0.114

Note:(1) We winsorise the variables of N/ and RETURN at the top and bottom 1%. (2) There are
fewer observations because some firms lack the data for market value and annual stock return.
(3) We calculate the Huber-White standard error for P values to control for heteroscedasticity

problems. (4) *, ** and *** denote significance at the 10%, 5%, and 1% levels, respectively.

824 Earnings Reversal after IPO

Aharony, Lee, and Wong (2000) find that window dressing before an IPO leads to an
earnings reversal later. Chinese family firms have a short history of going public, with 87
per cent of sample family firms listed after 1999. To control for the effect of an earnings
reversal, we employ sample firms listed after 1999 to run regressions. Tables 22 and
23 report the results. The coefficients of FAMILY DUMMY and FAMILY_OWNERSHIP
are both significantly positive in the regressions of earnings management and cash
flow predictability, meaning that family firms exhibit higher earnings management and
lower ability of earnings to predict future cash flows. Furthermore, Table 23 shows that
the coefficient of RETURN x D x FAMILY OWNERSHIP is significantly negative in
the regression of timely loss recognition, suggesting that family control reduces such
timeliness. The above results further prove that family firms produce lower quality

accounting information.
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To further control for the effect of an earnings reversal after an IPO, we use another
method in which we remove firm-year observations where the firm listing period is
shorter than three years. Tables 24 and 25 report the regression results. We find that our
main results still hold in the regressions of earnings management, cash flow predictability,

and timely loss recognition.

Table 22 Results of Earnings Management and Cash Flow Predictability Based on
Sample Firms Listed after 1999

Earnings Management Cash Flow Predictability
FAMILY DUMMY FAMILY OWNERSHIP FAMILY DUMMY FAMILY OWNERSHIP
FAMILY 0.0155%** 0.0406%** 0.1890** 0.6049%**
(0.003) (0.005) (0.028) (0.008)
SIZE -0.0044** -0.0043** 0.0056 0.0054
(0.040) (0.047) (0.890) (0.894)
LEV 0.0115 0.0106 -0.1018 -0.1122
(0.418) (0.453) (0.686) (0.655)
ROA -0.349 1 *** -0.3471%%* 0.4675 0.4834
(0.000) (0.000) (0.363) (0.346)
GROWTH 0.0530%** 0.0528*** 0.1373 0.1369
(0.000) (0.000) (0.133) (0.134)
AGE -0.0011 -0.0012 -0.0429%* -0.0423**
(0.318) (0.290) (0.043) (0.043)
LARGESHARE 0.0308* 0.0207 -0.0934 -0.2022
(0.053) (0.173) (0.706) (0.413)
Constant 0.1386%** 0.1402%** -3.1744%** -3.1304%**
(0.001) (0.001) (0.000) (0.000)
YEAR Yes Yes Yes Yes
Obs. 2140 2140 1423 1423
R? 0.160 0.160 0.474 0.475

Note:(1) We winsorise the variables of ABS DA, LEV, ROA, GROWTH, and AGE at the top
and bottom 1%. (2) There are fewer observations for earnings management because some
industries have too few companies for estimation using the Jones model. (3) One year of
observations for cash flow predictability is missing because the regression of future cash flow
on earnings uses the data of year t+1. (4) We calculate the Huber-White standard error for
P values to control for heteroscedasticity problems. (5) *, **, and *** denote significance at

the 10%, 5%, and 1% levels, respectively.
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Table 23 Results of Timely Loss Recognition Based on Sample Firms Listed after 1999

FAMILY_DUMMY FAMILY_OWNERSHIP

RETURN 0.0554%* (0.000) 0.0537%** (0.000)
D -0.1010%** (0.003) -0.1090%** (0.001)
FAMILY -0.0329 (0.191) -0.1099 (0.126)
RETURN x D 0.5568*** (0.000) 0.5257*** (0.000)
RETURN x FAMILY 0.0174 (0.268) 0.0764* (0.098)
D x FAMILY -0.0254 (0.582) -0.0011 (0.993)
RETURN x D x FAMILY -0.1720%* (0.011) -0.3376* 0.073)
RETURN x D x LARGESHARE -0.5222%** (0.000) -0.4883#** (0.000)
Constant 0.2619%** (0.000) 0.2636%** (0.000)
YEAR Yes Yes

Obs. 2071 2071

R? 0.108 0.108

Note:(1) We winsorise the variables of N/ and RETURN at the top and bottom 1%. (2) There are
fewer observations because some firms lack data for market value and annual stock return.
(3) We calculate the Huber-White standard error for P values to control for heteroscedasticity
problems. (4) *, ** and *** denote significance at the 10%, 5%, and 1% levels, respectively.

Table 24 Results of Earnings Management and Cash Flow Predictability after Deleting
Sample Firms with a Listing Period of Less than Three Years

Earnings Management Cash Flow Predictability

FAMILY DUMMY FAMILY OWNERSHIP  FAMILY DUMMY FAMILY OWNERSHIP

FAMILY 0.00899* 0.0344%* 0.2109%** 0.5857%**
(0.087) (0.045) (0.006) (0.0006)

SIZE -0.0166%** -0.0166%** -0.0573%* -0.0572%*
(0.000) (0.000) (0.011) 0.011)
LEV 0.0204* 0.0202* 0.0619 0.0580
(0.051) (0.053) (0.662) (0.682)

ROA -0.2735%** -0.2735%** 0.7841%** 0.7866%**
(0.000) (0.000) (0.004) (0.004)

GROWTH 0.0261%** 0.0260%** 0.1146%** 0.1138***
(0.000) (0.000) (0.004) (0.004)
AGE 0.0021*** 0.0021%** 0.0023 0.0016
(0.000) (0.000) (0.753) (0.830)
LARGESHARE 0.0349%** 0.03327%* 0.1532 0.1136
(0.000) (0.001) (0.322) (0.461)

Constant 0.3837%** 0.3834%** -2.3343%%x -2.3139%**
(0.000) (0.000) (0.000) (0.000)
YEAR Yes Yes Yes Yes
Obs. 5120 5120 3639 3639
R? 0.143 0.144 0.289 0.289

Note:(1) We winsorise the variables of 4BS DA, LEV, ROA, GROWTH, and AGE at the top
and bottom 1%. (2) There are fewer observations for earnings management because some
industries have too few companies for estimation using the Jones model. (3) One year of
observations for cash flow predictability is missing because the regression of future cash flow
on earnings uses the data of year t+1. (4) We calculate the Huber-White standard error for
P values to control for heteroscedasticity problems. (5) *, **, and *** denote significance at
the 10% 5% and 1% levels respnectivelv
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Table 25 Results of Timely Loss Recognition after Deleting Sample Firms with a
Listing Period of Less than Three Years

FAMILY DUMMY FAMILY_OWNERSHIP

RETURN 0.0719%** (0.000) 0.0708#** (0.000)
D -0.1549%*+ (0.000) -0.1573%*# (0.000)
FAMILY -0.0361 (0.164) -0.1356* (0.053)
RETURN x D 0.6267*** (0.000) 0.6204*** (0.000)
RETURN x FAMILY 0.0039 (0.792) 0.0450 (0.252)
D x FAMILY -0.0655 (0.223) -0.1361 (0.384)
RETURN x D x FAMILY 0.2341%%* (0.003) -0.6435%** (0.006)
RETURN x D x LARGESHARE ~ -0.3681*** (0.000) -0.3586%** (0.000)
Constant 0.2928*** (0.000) 0.2939#** (0.000)
YEAR Yes Yes

Obs. 5178 5178

R? 0.080 0.080

Note: (1) We winsorise the variables of NI and RETURN at the top and bottom 1%. (2) There are
fewer observations because some firms lack data for market value and annual stock return.
(3) We calculate the Huber-White standard error for P values to control for heteroscedasticity

problems. (4) *, ** and *** denote significance at the 10%, 5%, and 1% levels, respectively.

IX. Conclusion and Implications

Family firms are prevalent around the world and play an important role in emerging
markets. This study uses Chinese listed companies as the research sample to examine
the effect of family control on earnings quality under weak property rights protection.
We find that the level of earnings management of family firms is higher than that
of non-family firms, that family control reduces the ability of accounting earnings to
predict future cash flow, and that compared with non-family firms, family firms lag in
loss recognition. Our analysis shows that while family ownership mitigates the agency
problem between shareholders and managers, the conflict with minority shareholders
reduces the incentive of family owners to disclose high quality information when property
rights protection is poor, resulting in lower quality accounting information for family
firms.

Our research examines the earnings quality of family firms from the perspectives of
earnings management, cash flow predictability, and timely loss recognition. Accounting
information, however, is a broad concept, covering more than these areas. So our analysis
may not be comprehensive. We expect that future studies will further explore the impact
of family control on other characteristics of accounting information. In addition, since
the study period begins from 2005, our conclusions might not extend to earlier times.

This is another limitation of our research.
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Finally, although we investigate only the accounting information of family firms,
the analysis also sheds light on other business behaviour of these firms. For instance,
Allen, Qian, and Qian (2005) point out that Chinese family firms rely less on external
financing. We provide one explanation for this phenomenon. When the earnings quality
of family firms is low, information asymmetry is serious and external financing is costly.
Family firms might then rely more on internal funds. Furthermore, He (2010) finds that
family firms show a low correlation between executive compensation and accounting
performance. She explains that family firms usually use long-term contracts to motivate
managers, and so short-term incentives seem unimportant. Our research suggests another
reason. If the earnings quality of family firms is low, manager compensation is not well

explained.
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