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Dose the New “Close” and “Unsullied” Government
Business Relationship Inhibit Earnings Management

— Empirical Evidence from A-share Listed Companies in China
WANG Hong-hua, AN Yaren

Abstract: This article takes China’s A-share listed companies from 2016 to 2020 as a sample, and stud-
ies the impact of government-business relationships on earnings management. The results show that the
“close” and “unsullied” government-business relationships effectively inhibit accrued earnings manage-
ment, but induce companies to use the subtle real and classification shifting earnings management. Sec-
ondly, in further research, through heterogeneity test, it is found that the nature of corporate property
rights and the quality of internal control can affect the effect of the “close” and “unsullied” government-
business relationships on earnings management; Through the impact mechanism test, it is found that
the “close” and “unsullied” government-business relationships can affect corporate earnings management
by restricting improper political connections between government and enterprises; Through the econom-
ic consequences test, it is found that the “close” and “unsullied” government-business relationships has
led to a decline in overall earnings management and improved the quality of corporate earnings.

Key words: the “close” and “unsullied” government-business relationship; accrued earnings manage-

ment; real earnings management; classification shifting earnings management
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