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B s ll” AT 1 LDRHCIS , SO0 ] 4 Loss 1064 0.090  0.287  0.000  0.000  1.000
Al By CAR AR TR A rh Bk & g i Sales_g 1064  0.188  0.464 -0.562 0.104  2.744
ZH ANV AREAS FE “ B AG e Al AH X2 — 8 Fixed 1064 0.242  0.189  0.002  0.199  0.789
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(CAR) AT T 4301, M 2 AT LB, “ B AL Ye Al " AAR 7E3 A0 LU A 13 325 H R ta, b 8 A7
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Beftele il ” CAR PRy SE HAR K5 CAR[ —1,+1] —-0.003 —1.51 0.132 0.003 1.31 0.190 0.006"
e NI 3, Rl AL CAR YJ{ER M IEAE H.  cAr[ -2, +2] —-0.004 —1.60 0.110 0.003 1.06 0.288 0.008 **
PR P 2 R e [ -3, +3]  CARL-3,+3] -0.003 -0.97 0.330 0.003 0.69 0.491  0.006

o e CAR[ —4,+4] -0.005 —1.65 0.099° 0.004 0.87 0.386 0.009*

WKE‘%Z%’:‘@%%@i@E%O LT CAR[ -5,+5] -0.006 —1.79 0.074° 0.005 1.10 0.271 0.011"
2 FNER 3 AL, “ARYLIR” A NPEE R BBA 2SS Car —6.+6]  —-0.005 -1.29 0.199 0.006 1.26 0.208 0.011°
BB A - S 1 U B SXHIAE Ry CARL =7,+7]  -0.007 -1.79 0.075° 0.005 1.00 0.317 0.013*
. NN , . CAR[ -8, +8] -0.008 —1.92 0.055° 0.006 1.08 0.282 0.015"
ﬁiﬁ‘ﬁkgﬂﬂﬁiﬂ%%ﬁsé%ﬁ)&mo CAR[ -9,+9] -0.009 —1.96 0.051° 0.005 0.74 0.460 0.014"

(Z=)wmjazgXx CAR[ =10, +10] -0.008 —1.76 0.079* 0.003 0.52 0.601 0.012*
1. ERBEIUESS R B HT LT A RAR R 1% 5% \10% # K F ERE. BB A

R AP T AGYIE” A NS T BRGNS e s il poss bk 34800 £ 45 R 2 F M AT,
ALY A" CAR B Z A () [ A 25 5L, Horfr,
PRI AR S5 43 S S [ 4 2 o ) SRR A 25 ok i i, 2640 (1) 251 (10) TSR 3 H AN, S_GROUP (1) %
BURRAE 5% U FRKOE SRR, ISR S H BTN — 50, RPN A L 87 il 30 P9 2 J Rk
BEET, 22 TN WAL e Aol A IR S M 2 Sl 2 T B, B0 PR 92 B RSB 2 T A b 4 AT P9 7 A AR e sl
F4 RIEEAGRMTER I F N R

(D) (2) (3) (4) (5) (6) (7 (8) 9) (10)
CAR[ -1, +1] CAR[ -2, +2] CAR[ -3, +3] CAR[ -4, +4] CAR[ -5, +5] CAR[ -6, +6] CAR[ -7, +7] CAR[ -8, +8] CAR[ -9, +9] CAR[ -10, +10]
S_GROUP -0. 008 ** -0.009 ** -0.008 * -0.012 ** -0.015*" -0.014 -0.016 ** -0.017 ** -0.016 ** -0.015*
(-2.40) (-2.26) (-1.65) (-2.25) (-2.51) (-2.30) (-2.32) (-2.39) (-2.14) (-1.85)
CAR_SAN 0. 053 ** 0.047 * 0.053 * 0. 058 ** 0. 067 *** 0.051 ** 0. 036 0. 043 ** 0.051 ** 0. 058 **
(2.10) (1.73) (1.95) (2.15) (2.70) (2.06) (1.63) (1.98) (2.11) (2.40)
Size_SAN 0. 002 0.003 * 0. 005 ** 0.007 *** 0. 008 *** 0. 006 ** 0. 004 0. 005 0. 004 0. 006 *
(1.40) (1.89) (2.19) (2.81) (3.12) (2.10) (1.40) (1.42) (1.18) (1.66)
Size -0.002 -0.003 -0.003 -0.002 -0.004 -0.004 -0.003 -0.002 -0. 000 -0.000
(-0.81) (-1.17) (-1.20) (-0.76) (-1.10) (-1.13) (-0.82) (-0.52) (-0.11) (-0.04)
Lev 0. 005 0.011 0. 005 0. 000 -0.002 0. 000 -0.007 -0.023 -0.023 -0.027
(0.47) (0.75) (0.31) (0.02) (-0.10) (0.00) (-0.28) (-0.87) (-0.84) (-0.98)
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The Contagion Effects of Major Internal Control Defects within Business Groups
SHI Qingmei, SUN Mengna
(School of Accounting, Henan University of Economics and Law, Zhengzhou 450016, China)

Abstract: Based on the perspective of the capital market and the dimension of the group, this paper takes the Shenzhen and Shanghai A-
share listed companies from 2009 to 2018 as a sample to empirically test the contagion effects of major internal control defects in the group.
The study shows that: a company’s major internal control defect can result in investor reassessment of other companies in the group and a
significant decline in their stock prices; the impact path test shows that industry consistency, internal control quality and the earnings quali-
ty of the “infected company” can explain the contagious effect; The heterogeneity test in further research indicates that contagion effects are
stronger for companies with “the source of contagion” audited by big-ten accounting firms, greater “tunnelling” effect, smaller scale, and
operating in more-developed areas; The dynamic adjustment inspection of the “infected company” earnings quality finds that, under the su-
pervision of the market, based on the motivation of reputation restoration, the “infected company” can improve the earning quality in a
timely manner after the infectious effect occurs, but the rectification in subsequent years is weak. This article not only expands the research
on the contagion effects of major internal control defects from the perspective of the market and the enterprise group, but also provides em-
pirical evidence for the importance of internal control for enterprise groups as a whole to prevent internal control risks and the country to pro-
mote high-quality development.

Key Words: business group; major internal control defects; contagion effects; earnings quality; audit opinion; audit quality; corporate

governance; earnings management
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