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The Role of External Manager Market and Corporate Governance

in Earnings Management: Substitution or Complementarity?
DONG Weimin', GE Jing’, HUANG Qian’
(1. The School of Economics & Finance of Xi’an Jiaotong University, Xi’an 710041, China;
2. The School of Economics & Management of Northwest University, Xi’an 710069, China;
3. Xi’an Physical Education University, Xi’an 710068, China)

Abstract: In this paper, using the data of 900 listed companies in China in 2015, based on quantile regression and quantile
decomposition analysis of the external managers market, and internal governance structure of enterprise accrued and real earn-
ings management alternative or complementary role. Research findings: (1) the strategic choice of earnings management of
eastern enterprises depends not only on external governance environment, but also on the impact of their own earnings manage-
ment goals; (2) under the reputation mechanism, the external manager market gave rise to the motivation of the eastern man-
agers to obtain short-term profits by reducing earnings management; (3) the influence of external manager market and corpo-
rate internal governance correspondence and real earnings management has complementary effects. This study is of great signif-
icance for the government departments to formulate relevant policies to improve the earnings quality of enterprises.

Key Words:: external manager market ; corporate governance structure; earnings management; alternative ; complemenlarity;

reputation mechanism; quantile regression and decomposition
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