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Abstract: This paper examines the relationship between related-party transactions (RPTs) and earnings persistence based on
sample of A-share listed companies’ financial and related-party transaction data from 2007 to 2012. We find that companies
with RPTs have lower earnings persistence than non-RPT companies, and the bigger the scale of RPT is, the lower is earnings
persistence. RPTs have a constraining effect on earnings persistence. We also find that high-quality auditing and institutional
shareholding can increase earnings persistence. It shows that the additional earnings persistence is significantly positive after
examining the joint effects of RPTs with outside governance characteristics such as high-quality auditing and institutional

shareholding. Additional test shows that good corporate governance structure can improve earnings persistence.
Key words: related-party transactions (RPTs), institutional shareholding, auditing, earnings persistence
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FTXBEZ 54 (DRPT=0) (B 54 (DRPT=1)

an
3Z

feln

~ N \ CROA.,. CROA,, CROA, CROA,
Fibi——GC_Score I IR B/K WAL & (DHG) K 5 FE e
. o = CRo&: 33.794 25,550 46.601 31.013
SRS TR AT AL, L5 A . g @0 @es)  (to)
G_Score o .
\2T e = 2 Ny — ~0.22 64
LAE], M TERBAS R, A TR A8 Loz )
8 o G_S*CROA ' :
4 HMTRIRPLPI A B et B AR R I 25 - C(118) (1.84)
-0.002 —~0.004***
TE (11) CROA,, i (12) CROA,, DHG (~0.63) (-3.53)
0.8490*** 0.8459*** X 0.040* 0.054***
ok (52.6233) CIR(ER, (50.8728) JILIESIC, (1.66) (3.33)
0.0066** 0.0206™* , —0.007***  -0.007***  -0.008"*  —-0.006"*
B (2.2057) R (4.5723) Size (-5.126)  (-4131)  (-885)  (-9.69)
~0.0603*** ~0.1796** 0.005 0.006 0.013* 0.012*
* X L
CRER DT (-2.9270) ORI (~5.3007) & (1.241) (1.390) (1.77) (1.75)
0.0044 0.0082 " -0.026"*  -0.026"*  -0.037"*  -0.038"*
BIG4 (0.8591) INST (1.5437) ElE (-4.162) (-4.830) (-4.02) (-3.97)
. 00167+ ) 0.0579" 0.002 0.003 ~0.001 -0.001
BIG4*DRPT (L2.2539) INST*DRPT (-4.4379) age (0.720) (0.74) (-0.19) (~0.36)
-0.001 ~0.001 ~0.002 -0.002
BIG4*DRPT*CROA, 3233‘38) INST*DRPT‘CROA, 3522;9) MTB,., (~0.812) (-0.937) (-1.07) (-1.09)
- - -0.001 -0.001 0.0004 0.001
Constant ((’é°31;527) Constant ?ﬂffa) Jumeys (-0.13) (<0.20) (0.27) (0.46)
— : P 0.162*** 0.151% 0.194*** 0.160***
Ind/Year ] Ind/Year = (6.061) (4.98) (10.84) (18.34)
ME 7,333 LA 7,334 Firm/Year = = i i
adj-R® 0.739 adj-R? 0.742 ME 2372 2416 4835 4913
F 421.4 F 537.8 adj-R® 0.778 0.777 0.711 0.710
54 IEATH## 2015 9




S BA, FERIRSRMRR B, QMR E
R LG (INST) R FHAT )k P HE P (R ANK) AR AR fi L 4] 22
SHAINST) I i, BIHZREA -8 RTiEE,
ASCRFN R AR E 45 5

TN

BANEHERAMEMESEZ —, AU
2007~20 124F P VR A S b 172 R 55 B AR D P pe AR
AR M 55 I SR R i, A 3278l 55
RNRRR R, HERE F i ARG 51T R SR
SRR . BRI, AR A RIS 5 A
A, RAKRIREE A R BT RAR; MR
GHBUNAAT, RIS BRI AR, BT
HAK, KBRS H AT A A BT BA IRIER . Hak,
R0 F] AN WE AL L S A RABRLE AR SO AR Rrst
P, RHRFAEXIKZ S A MR RTEEEm, R

[1] Ashley, A.S. and S.M.Y. Simon. Executive Compensation and
Earnings Persistence[J]. Journal of Business Ethics, 2004, 50(04): 369—382.

[2] Baber, W.R., S.—H. Kang, and Y. Li. Modeling discretionary
accrual reversal and the balance sheet as an earnings management
constraint[J]. The Accounting Review, 2011, 86(04): 1189—1212.

[3] Dechow, P.M. and W. Ge. The persistence of earnings and cash
flows and the role of special items: Implications for the accrual anomaly(]J].
Review of Accounting Studies, 2006,11(2—3): 253—296.

[4] Dechow, P.M., S. Kothari, and R. L Watts. The relation between
earnings and cash flows[]]. Journal of Accounting and Economics, 1998,
25(02): 133—168.

[5] Dechow, P.M., S.A. Richardson, and R.G. Sloan. The
persistence and pricing of the cash component of earnings[J]. Journal of
Accounting Research, 2008, 46(03): 537—566.

[6] Dichev, I.D. and V.W. Tang. Earnings volatility and earnings
predictability[]]. Journal of Accounting and Economics, 2009, 47(1—2):
160—181.

|7] Fairfield, P.M., S. Whisenant, and T.L. Yohn. The differential
persistence of accruals and cash flows for future operating income versus future
profitability[J]. Review of Accounting Studies, 2003, 8(2—3): 221—243.

[8] Francis, J. and M. Smith. A re—examination of the persistence of
accruals and cash flows[J]. Journal of Accounting Research, 2005, 43(03):
413—451.

[9] Jian, M. and T.J. Wong. Propping through related party
transactions[J]. Review of Accounting Studies, 2010, 15(01): 70—105.

[10] Jiang, G., C. Lee, and H. Yue. Tunneling through intercorporate
loans: The China experience[J]. Journal of Financial Economics, 2010,
98(01): 1-20.

[11] Richardson, S.A., et al..Accrual reliability, earnings persistence
and stock prices|]]. Journal of Accounting and Economics, 2005, 39(03):
437-485.

[12] Schipper, K. and L. Vincent. Earnings quality[J]. Accounting

W], R E RSB A R T R ARTSEE . &
HE SRR S N, TERIRASS) 5 e B U B
HRRAIL R, HM R R Rt Bk LR R
IE; RIEFHIARNGEEATH 5B ARSI RF MR A3
B aie Ry, e LA B ARRREEE, — 7R
I SRHRAS o) S e B, 75— iR Se % Bl A "R B
K, B AR R T MU B SF AN IR AL
i SCHRAS A7 A T

RAFRE, AXARZET : B RTFEAER
TR B R TN 18] 51 BB B et R/ RS
Ve e D TP N 2 A WLE | A WP S
S5 X T RARTFEAE R o RRAT W T IX LT T
frflfl, DAHE— 25 LG SR A2 5 A FIR BBL 6 2
FREETER A AR o [ |

(A2FR A . BRAAHAZELEETA (13A]Y005); KFFALEE
3 F EH R AN E XA B (12]]D790030)]

Horizons, 2003, 17 (supplement): 97—110.

[13] Sloan, R.G.. Do stock prices fully reflect information in accruals
and cash flows about future earnings?[J]. The Accounting Review, 1996,
71(03): 289—315.

[14] MAELE, E45. FHEFHB A TS B RIFLEEIATPERK TG
ZIEIE]]. TR M Z K S FIR, 2010, (12): 91-96.

[15] 3%, 4, &4, A SHARZH—F X
B EfAE KEA T4 ERGZBIER]]]. 2FTR, 2004, (12):
3-13.

[16] 3%, ik, Zoei. M2, IHF5FMEA—RAKR
B bG8 2 IR ()] 2FAFR, 2005, (01): 95-105.

[17] B804, 7 Fife. RBEZ HFenit BAGMALILE]]. F
B 4-3t3F#, 2005, (01): 87—98.

[18] B:&uH, B 6%, BEAH M7 st £ 3R 3 3 Am 2 BRAN & 94 20 B
v [J]. d I E 2R, 2008, (01): 24-30.

[19] &%, RE. BRAKK, BAFEREEZS R 7] &F%
38, 2007, (01): 70—80.

[20] %) ik, B B gik, FitIF £ B AR L
B FART I R[] #45 Z 5, 2011, (04): 62—68.

[21] Rk, HIHF, REK. PR T FHEERS LT A
Bt TR AR LA G 6 2 IEE])]. b B sk
22012, (02): 128—138.

[22] M4k, BERAFAE, BEIARBEE AW H—R AAKR LT
3] 9 2 ISEFE()]. L T8 M 22 K F IR, 2014, (06): 78—89.

23] £&E. LBERTAAF LG FKIEFRT(]]. MEFR,
2000, (05): 43—48.

[24] B4, REH. AR R T, BAFLESNSMMA]].
L FEA, 2013, (05): 73—80.

5] RFEE, E&E. KBELSTY “HePL” IE6GFIEH
1. BFFFR, 1999, (09): 56—63.

[26] HEE. ATHENFHTUG XK S5 B2 REX A
R[], 2HAFIT, 2009, (10): 68—76.

UELE RS

2015 9

55



