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Provision for Bad Debts and Corporate Earnings Quality .

Evidence from A-share Listed Companies
LIN Dong-jie, LIU Meng-ning

Abstract: Based on the 11052 samples from listed companies from the year 2001 to 2010, we made an empirical study on the
relations between provision for bad debts and earnings quality. The results show that receivables (including accounts receiva-
ble and other receivables) abnormal provision for bad debts significantly negatively relate with earnings quality. Dividing re-
ceivables into accounts receivable and other receivables, we find accounts receivable abnormal provision for bad debts nega-
tively relate to earnings quality, but not significantly; other receivables abnormal provision for bad debts significantly negative-
ly relate to earnings quality. This suggests that it is easier for enterprises to manipulate earnings in other receivables provision
for bad debts.

Key Words: provision for bad debts; earnings quality; accounts receivable; other receivables; listed companies; earnings man-

agement
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