20 4 Vol. 20 No. 4
2017 4 JOURNAL OF MANAGEMENT SCIENCES IN CHINA Apr. 2017
®
N
1 2 13
(1. 200433; 2. 311800;
3. 200433)
CEO
: F830 A : 1007 -9807(2017) 04 — 0050 —21
0
4
( )
® “ » 7
1-5
8-12
126
©) 1 2015 -03 -20; 12016 -04 -21.
: (71032005) ; ( 15JJD630008) ;
(LQ16G020011) ; (2014110319) .
(1975—) . Email: bondcheng@ sina. com
@ 2001 —2013 216 693 “ oo 7
13 155 203 538 “ 7757 “ 7441 “ 725294 “ ” 110019
« v 61007 L« oo« ” 0.59% « oo« » 86.98% .



. Eun

110 12-14

13-14 18

13-16

2006

—2013

CEO
Malloy * \Bae " .Brown ' . 14
N CEO
1
1.1
0-20 2
23 24

. Lehavy N

25-26



2017

4

26

27

28 -29

16
. Brown

30

1

Fig. 1 Analysts information acquisition process

1 1.2

31

32



27

33 34
. Beckerman

dO 35

33

N

: Evans Mavon—

2
Fig. 2 Research hypothesis logical framework

36



— 4 2017 4
2 (1
2.1
A 2006 —2013 Huberts  Fuller *°
CSMAR
WIND ACCURACY,,, =
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FORECAST, ;, ; i 2.2.3 ( EDUCATION)
; EPSjt J
' ; PRICE,, jot
; -1
ACCURACY ; ACCURACY,
i jot o “ RESSET




; ( EXP) . ( FEXP) .
RESSET ( BKSIZE) . ( FOL-
WIND LOW) . ( LOCAL) .
(TF) . ( STAR) ;
: ( SIZE) . ( ROA) .
2.2.4 ( GROWTH) . ( AGE) .
210 12-13 42-45 (LEV) ( SOE) .
: ( INDUSTRYDUM) ( YEARDUM)
( DEGREE) .
( DAYS) . : 1
1
Table 1 Definition of main variables
ACCURACY i j 1 EPS j ' EPS
J 13 -1
DIVERSITY 26
EDUCATION
DEGREE 1 0
DAYS
EXP
FEXP
BKSIZE t
FOLLOW
LOCAL 1 0
TF 1 0
STAR § ) 1 0
SIZE
ROA
GROWTH
AGE
LEV
SOE 1 0
2.2.5
1 ACCURACY =P, + B, DIVERSITY + B,EDUCATION x
DIVERSITY +8,EDUCATION +
ACCURACY =, + B,DIVERSITY + B,DEGREE + BiDEGREE +B;DAYS +B,EXP +
B:DAYS +B,EXP+B, FEXP +3,BKSIZE + B, FEXP + ByBKSIZE + B, FOLLOW +
B, FOLLOW +B,LOCAL+B,TF +3,,STAR + BioLOCAL + B, TF + B,,STAR +
BuSIZE + B,ROA + B,,GROWTH + BuSIZE + B,,ROA + B,;GROWTH +
BLAGE + BLEV + B, SOE + B AGE +B,,LEV +B,;SOE +YEARDUM +
YEARDUM + INDUSTRYDUM + & INDUSTRYDUM + & (5)
(4) 2

2 ( ACCURACY)
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~0.036 5 ~0.000 7 ~0.191 0 SIZE) 6.695 3 ( FOL-
(ACCURA-  LOW) 2. 870 4; 10. 02%
CY) : ( DIVERSITY) ( LOCAL)
0.249 2; ( EDUCATION) 42. 64% ( TF)
0.122 1 12.21% ( STAR) 8.07%.
79.18% ( SIZE)
( DEGREE) 23.502 1 ( ROA) 6.70%
( DAYS) 6.636 5 ( GROWTH) 29.03%
( EXP) 0.262 4 (AGE) 2.09 5 (LEV)
( FEXP) 2.020 8 ( BK- 43.99% (SOE)  41.38%.
Table 2 Descriptive statistics of main variables
1/4 3/4
ACCURACY -0.0365 0.0339 -0.1910 -0.045 8 -0.0259 -0.016 6 -0.000 7
DIVERSITY 0.249 2 0.187 0 0.002 7 0.027 7 0.256 0 0.463 0 0.570 0
EDUCATION 0.122 1 0.1050 0.000 1 0.057 6 0.097 2 0.1490 0.6310
DEGREE 0.791 8 0.406 1 0.000 0 1.000 O 1.000 O 1.000 O 1.000 O
DAYS 6.636 5 0.272 0 5.3613 6.588 9 6.683 4 6.785 6 7.015 8
EXP 0.262 4 0.491 3 0.000 0 0.000 0 0.000 0 0.693 1 1.9459
FEXP 2.020 8 0.728 9 1.098 6 1.386 3 1.9459 2.484 9 4.1109
BKSIZE 6.695 3 0.794 1 3.8712 6.390 3 6.857 4 7.22717 8.390 9
FOLLOW 2.870 4 0.865 8 0.693 1 2.3979 3.044 5 3.526 4 4.060 4
LOCAL 0.100 2 0.300 2 0.000 0 0.000 0 0.000 0 0.000 0 1.000 0
TF 0.426 4 0.494 6 0.000 0 0.000 0 0.000 0 1.000 0 1.000 0
STAR 0.080 7 0.272 4 0.000 0 0.000 0 0.000 0 0.000 0 1.000 0
SIZE 23.502 1 1.5859 20.900 7 22.384 0 23.2333 24.188 0 28.807 6
ROA 0.067 0 0.047 2 -0.073 6 0.0323 0.061 0 0.095 4 0.2307
GROWTH 0.290 3 0.441 6 -0.2167 0.081 2 0.167 2 0.316 1 2.791 4
AGE 2.090 5 0.716 9 0.693 1 1.609 4 2.197 2 2.772 6 3.0910
LEV 0.4399 0.237 4 0.044 5 0.2353 0.452 5 0.612 1 0.949 8
SOE 0.413 8 0.492 3 0.000 0 0.000 0 0.000 0 1.000 0 1.000 0
3 PEARSON ( EDUCATION) ( ACCURA-
( DIVERSITY) cy) 0.071 1%
( ACCURACY) ( EDUCATION)
~0.032 1%

0.3
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Table 3 Correlation analysis of main variables
1 2 3 4 5 6 7 8 9
1. ACCURACY 1.000
2. DIVERSITY —0.032***| 1.000
3.EDUCATION | 0.071*** | 0.046*** | 1.000
4. DEGREE -0.005 |-0.093***[-0.050***| 1.000
5. DAYS 0.087*** | —=0.018% |-0.038***| 0.055*** | 1.000
6. EXP 0.038™** | 0.026™* |-0.031***|-0.072***|-0.138***| 1.000
7. FEXP —0.033*%| 0.056*** | -0.043 | -0.129***| - 0. 042 ***| 0. 629 *** 1.000
8. BKSIZE 0.105*** | -0.030***|-0.038 ***| 0.039™** | 0.079*** | 0.012 -0.011 1.000
9. FOLLOW 0.249 % | 0.104™** |-0.093 ***| -0.082***|-0.036 ***| 0.157*** | 0.199*** | 0.114*** | 1.000
10. LOCAL -0.007 | 0.044** | 0.027** 0.012 | 0.032%** |[-0.078*| -0.020% |-0.032***|-0.089***
11. TF ~0.001 |=0.046"*|0.028** |-0.037***| -0.006 |0.072** |0.039*** | 0.203™** [-0.045***
12. STAR 0.029™** | —0.011 |0.086™** |-0.1207"*-0.0337**| —0.025** | 0.017 | 0.131°** | 0.049***
13. SIZE 0.043™% | 0.124™** |-0.039***| -0.009 |-0.211%**|0.261*** | 0.227*** | 0.042*** |0.530***
14. ROA 0.208*** | —0.024** | =0.020% |-0.041***|0.038*** |-0.082***| -0.012 0.01 0.326***
15. GROWTH 0.0427% | 0.027™ | 0.026™ | 0.034™* | 0.032%* |-0.119***|-0.088 ***|-0.081***| 0.085 ***
16. AGE —0.1027%|  0.013 | =0.055™*] 0.045™* |-0.126™*( 0.211*** | 0.104*** | 0.050*** | 0.028**
17. LEV —0.173**%| 0.157 % | 0.007 | 0.059*** |-0.155™*( 0.176*** | 0.130*** | 0.015 | 0.085***
18. SOE —0.139™%| ~0.114™*|  0.003 | 0.034™* |-0.055™*| 0.158™** | 0.119*** |-0.040***|-0.129 ***
10 11 12 13 14 15 16 17 18
10. LOCAL 1.000
11.TF —0.094***| 1.000
12. STAR ~0.048***| 0.064*** | 1.000
13. SIZE -0.015 |-0.075***| 0.002 1.000
14. ROA —0.028***| —0.037 ***| 0.035 ™ [-0.059***| 1.000
15. GROWTH —0.050***| —0.004 | —0.021% |-0.075***|0.069*** | 1.000
16. AGE —0.059***| —0.088 ***| 0.054 ™ | 0.402*** |-0.107***|-0.356***| 1.000
17. LEV —0.066*%| =0.054™*|  0.013 | 0.603™** |-0.476™*|-0.124***| 0.525*** 1.000
18. SOE —-0.0647*| 0.013 |-0.030"**| 0.209 ™ |-0.174™*|-0.1757""| 0.419*** | 0.279*** 1.000
N 1% 5% +10%
1.52 (
10)
;3)
;4)
3.1
1) 3.1.1
4
Winsorize 1% (A)
1 2) -3.49%
( VIF) VIF 1.03 -2.86 (B) -3.79%
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1%
4
8.60% . 0
1
4
Table 4 Univariate analysis of main variables
(A) (B) (A-B)
t WILCOXON
ACCURACY | -0.0349| -0.0258 | 0.0318 |-0.0379| -0.0263 |0.0357 | 0.003 0*** | 4.166 3 2.352%*
EDUCATION | 0.1129 | 0.0915 | 0.0928 | 0.1306 | 0.1006 |0.1134 |-0.017 7| -7.9420 | —7.195***
DEGREE 0.8392 | 1.0000 | 0.3674 | 0.7493 | 1.0000 |0.4335 | 0.090 0*** | 10.393 4 | 10.254***
DAYS 6.6517 | 6.6834 | 0.2605 | 6.6226 | 6.6831 |0.2815 |0.0292** | 4.9800 | 3.617*
EXP 0.2486 | 0.0000 | 0.4870 | 0.2753 | 0.0000 |0.4951 | —=0.0267** | -2.513 5| -3.243***
FEXP 1.9520 | 1.9457 0.7220 | 2.0834 | 1.9459 |0.7297 |-0.131 3***| -8.367 9 | -9.692***
BKSIZE 6.7164 | 6.8575 | 0.8147 | 6.6751 | 6.8572 |0.7736 | 0.0413** | 2.404 1 | 4.216™*
FOLLOW 2.7806 | 2.9444 | 0.8922 |2.9522 | 3.1355 |0.8327 |-0.171 6***| -9.181 7 | -9.109***
LOCAL 0.0623 | 0.0000 | 0.2417 | 0.1349 | 0.0000 |0.3416 |-0.072 6™ | —11.424 2| —11.173***
TF 0.4508 | 0.0000 | 0.4976 | 0.4039 | 0.0000 |0.4907 | 0.046 9*** | 4.3860 | 4.384***
STAR 0.0765 | 0.0000 | 0.2658 | 0.0846 | 0.0000 |0.2783 | -0.0081 | —1.3856 -1.383
SIZE 23.1913 | 23.0387 | 1.2270 [23.7865 | 23.3884 | 1.8087 |-0.595 2***| —17.959 6| —12.345 ***
ROA 0.0691 | 0.0666 | 0.0465 | 0.0651 | 0.0556 |0.047 8 | 0.004 0*** | 3.9660 | 5.346%**
GROWTH 0.2642 | 0.1488 | 0.4190 0.313 | 0.1828 |0.4603 |-0.048 8***| -5.1399 | —-9.986***
AGE 2.1077 | 2.1972 | 0.7249 | 2.0755 | 2.1971 |[0.7092 | 0.0322** | 2.0763 | 2.756***
LEV 0.404 1 | 0.4097 | 0.2149 | 0.4728 | 0.4695 |0.2520 |-0.068 7***| —13.610 8| —11.873***
SOE 0.4219 | 0.0000 | 0.4939 | 0.4059 | 0.0000 |0.4911 | 0.0160 1.506 4 1.507
N 1% 5% 10% iA N=4093 B N=4479;
3.1.2 .5 7 2 4
5 .
6 7 ( DIVERSITY)
(p<0.01) .5 1 -0.0109 -0.009 4 ¢
-4.27 -3.62 1%
( DIVERSITY)
(ACCURACY) 1
(beta= -0.0059 p<0.01); 2
3 5 3
( DIVERSITY) -0.012 4
( DIVERSI- 1
TY) (ACCURACY) 6.35%

(beta= -0.0124 p<
0.01) 4
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Table5 Empirical results of the relationship between linguistic diversity and the quality of analyst’ s earnings forecast

1 2 3 4 5 6 7
DIVERSITY ~0.005 9*** —0.012 4™ | 0,010 §** ~0.010 9*** | ~0.009 4 ***
( -2.99) ( -4.73) ( -3.94) ( -4.27) (-3.62)
EDUCATION x 0. 114 4% 0.001 §**
DIVERSITY (5.24) (4.26)
CDUCITION 0.033 1% | 0.0334*% | 0.020 3** | 0.0334** | 0.033 6** | 0.030 3**
(8.87) (8.96) (7.68) (9.08) (9.16) (8.09)
DECREE 0.000 4 0.000 1 0.000 3 0.001 7** 0.001 5" 0.001 6"
(0.45) (0.14) (0.31) (2.04) (1.72) (1.83)
DAY 0.012 9% | 0.012 6** | 0.0125** | 0.0109*** | 0.010 8*** | 0.0107**
(7.53) (7.38) (7.41) (6.43) (6.36) (6.36)
o 0.006 4*** | 0.006 5*** | 0.006 6*** | 0.008 5*** | 0.0087*** | 0.008 7***
(5.77) (5.95) (6.09) (7.92) (8.08) (8.20)
- —0.006 3 | =0.006 4** | =0.006 3** | =0.006 2*** | =0.006 2*** | -0.006 2***
( -8.36) ( -8.42) ( -8.40) ( -8.49) ( -8.55) ( -8.52)
BKSILE 0.003 4*** | 0.003 3*** | 0.003 4*** | 0.003 5*** | 0.003 5*** | 0.003 5***
(6.74) (6.69) (6.79) (7.04) (6.97) (7.06)
OLLOW 0.010 6*** | 0.010 8*** | 0.010 7*** | 0.009 1*** | 0.009 1*** | 0.009 2***
(20.19) (20.23) (20.13) (12.72) (12.80) (12.88)
0.000 3 0.000 7 0.000 3 -0.001 0 -0.000 6 -0.0009
Lot (0.23) (0.59) (0.24) ( -0.85) ( —0.54) ( ~0.78)
~0.000 1 -0.000 2 ~0.000 4 -0.000 7 -0.000 7 -0.000 8
" ( -0.18) ( -0.33) ( -0.53) ( -0.91) ( -1.00) ( -1.16)
, 0.000 3 0.000 2 0.000 0 0.000 6 0.000 5 0.000 4
STAR (0.21) (0.14) (0.03) (0.48) (0.39) (0.29)
] 0.001 2*** | 0.001 2*** | 0.001 0***
SIZE (2.91) (3.02) (2.61)
o 0.035 1** | 0.037 4% | 0.037 0***
(2.54) (2.72) (2.70)
, ~0.000 7 ~0.000 8 ~0.000 7
cROWIH ( -0.64) ( -0.66) ( -0.60)
~0.000 6 ~0.000 6 ~0.000 5
Ak ( -0.76) ( -0.76) ( -0.71)
Lo —0.023 4% | 20,022 7% | —0.021 8***
( -8.69) ( -8.47) ( -8.04)
“or ~0.004 0% | ~0.004 3% | 0.004 2***
( -4.46) ( -4.69) ( -4.66)
—0.035 07 | 0,166 4™ | ~0.162 8™ | ~0.161 0*** | =0.165 9*** | 0.164 4*** | 0,159 5***
(-60.34) | (-13.98) | (-13.67) | (-13.70) | ( -11.80) | ( -11.67) | ( —11.35)
R 0.000 9 0.136 8 0.139 0 0.1427 0.169 0 0.170 7 0.173 1
N 8 572 8 572 8 572 8 572 8 572 8 572 8 572

cluster.

Huber-White Sandwich robust z-statistic;

(

1), 2-

*kk  kk F

N N

4

1% 5% <10%

cluster

5- 7
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3.2 TION) ( beta = 0. 033 1
<0.01) 37
5 4 ( EDUCA-
TION) 4
( EDUCATION) 4.1
( DIVERSITY) ( EDUCATION x
DIVERSITY) (beta =0. 114 4
p <0.01) 7 “
(beta =0.091 5 p <
0.01) .
Analyst =a+B,Size +3,Tr+YEARDUM +
INDUSTRYDUM + (6)
) Analyst
) 5 o Size ;
4 (DIVERSITY)  I7
-0.010 5 :
1 6 .2 3.
1.96 5 6  DIVERSITY
( ACCURACY) (P<0.01) 3 6 ( EDUCATION  x
5.38%. DIVERSITY) (P <
53.23% : 0.01)
5 2
( EDUCA-
6 2SLS

Table 6 Empirical results of the relationship between linguistic diversity and the quality of analyst’ s earnings forecast (2SLS)

1 2 3 4 5 6
—0.014 3*** | —0.012 4*** —0.016 1*** | —0.014 4***
DIVERSITY
( -5.43) ( -4.65) ( -6.35) ( -5.59)
EDUCATION x 0.114 57** 0.108 8***
DIVERSITY (5.28) (5.03)
0.033 5%** | 0.033 9™ | 0.029 8*** | 0.0345™* | 0.034 9*** | 0.031 0***
EDUCATION
(9.06) (9.18) (7.87) (9.49) (9.62) (8.39)
0.004 9™** | 0.0055™* | 0.0055** | 0.0250** | 0.026 0*** | 0.026 4***
LAMBDA
(5.01) (5.60) (5.63) (16.30) (16.96) (17.24)
—0.175 8™ | —0.172 7% | —0.171 4™ | —0.048 8*** | —0.042 2™** | -0.035 9**
( -14.49) ( -14.27) ( -14.33) ( -3.37) ( -2.92) ( -2.49)
R 0.139 7 0.142 7 0.146 4 0.201 2 0.205 0 0.208 3
N 8572

Huber-White Sandwich robust z-statistic; *** . ** |* 1% 5% 10%
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7 OLS
2SLS 4
OLS
( ) 2SIS
47 .
7 OLS.2SLS
Table 7 Empirical results of OLS and 2SLS
1 2 3 4
OLS 2SLS OLS 2SLS
-0.010 5*** -0.040 17 -0.006 9*** -0.025 8**
DIVERSITY
(-5.19) ( -3.74) ( -3.55) (-2.24)
0.033 07 0.035 8*** 0.033 1% 0.034 67
EDUCATION
(9.27) (9.28) (9.43) (9.29)
-0.161 8*** -0.153 9 -0.172 8*** -0.169 7***
(-13.98) ( -13.05) (-11.96) (-11.67)
R? 0.100 7 0.074 6 0.140 1 0.1300
N 8 572 8 572 8 572 8 572
Huber-White Sandwich robust z — statistic; *** . ** .” 1% 5% 10%
49
2 A O ~9
48 . (
( LONGITUDE) . ( LATI- ).
TUDE) . ( RIVER) . (ANNUAL _ 4.2
PRE) . ( CRH) . 3
( DISTANCE) . 8
1 26
2 3 4 ( »
5 6
26
@\ AY
3 .
( GUANHUA) .
( SOUTH) ( COASTAL) 3
@ K« » Bl -B6 N N N N N
K« » 10
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Table 8 The empirical results control of geography resources and transportation
1 2 3 4 5 6
-0.012 7% -0.012 0*** -0.011 0*** -0.009 4 *** -0.011 3% -0.016 5***
DIVERSITY
(-5.76) (-5.87) (-5.45) (-4.62) (-5.59) (-7.18)
-0.009 0 -0.006 6
LONGITUDE
( -1.05) ( -0.82)
-0.004 8*** -0.014 0**
LATITUDE
( -2.80) ( —2.40)
0.004 37 0.003 87**
RIVER
(5.49) (4.01)
0.001 4 -0.001 9
ANNUAL_PRE
(1.96) (-0.79)
0.000 77** 0.001 0***
CRH
(4.01) (4.41)
0.000 8 ** 0.002 0***
DISTANCE
(2.03) (4.17)
-0.102 3** -0.160 6*** -0.170 9*** -0.167 1% -0.164 6 -0.087 9**
(-2.41) (-14.34) (-13.29) (-14.22) (-14.15) (-1.98)
R 0.101 6 0.104 2 0.101 0 0.102 4 0.101 1 0.109 3
N 8572 8572 8572 8572 8572 8572

4.3

26

Huber-White Sandwich robust z-statistic; *** .

Kk

113

1% 5% ~10%
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ACCURACY = B, + B, DIVERSITY + B,EDUCATION x DIVERSITY +
B,GUANXI x DIVERSITY + B,GUANXI x EDUCATION +
B;GUANXI x DIVERSITY x EDUCATION + B,EDUCATION +
B,GUANXI + B,DEGREE + B,DAYS + B,,EXP + B3, FEXP +
B,BKSIZE + B, FOLLOW + B,,LOCAL + B,;TF + B,,STAR +
B, SIZE + B,sROA + B,yGROWTH + B,y AGE + B, LEV +
B, SOE + YEARDUM + INDUSTRYDUM + ¢

GUANXI
CEO 1 CEO
0. CEO CS- 1
MAR CEO 9

; CEO .9 1 4

CEO
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1 1 ( GUANXI) . ( EDUCATION) .
( DIVERSITY) ( beta = ( DIVERSITY) ( GUANXI x DI-
~0.0103 p <0.01) ( EDUCA-  VERSITY x EDUCATION)
TION) ( DIVERSITY) (ED-  (beta=11.4717 p <0.01)
UCATION x DIVERSITY) ( beta =
0.1329 p<0.01)
1 2 : 3a
9
Table 9 Moderating effect of alumni relations
1 2 3 4
-0.010 3*** -0.006 4*** —-0.109 3*** -0.129 37
DIVERSITY
(-5.01) (-3.21) ( -3.76) ( -4.34)
0.132 9*** 0.105 8*** 1.020 37 0.892 2%
EDUCATION x DIVERSITY
(6.53) (5.28) (3.50) (3.13)
0.205 0™ 0.205 6™ 4,992 07 5.057 8%
GUANXI x DIVERSITY
(12.26) (9.31) (13.43) (12.13)
-0.418 3% —-0.433 37 —-8.031 27 -9.182 3%
GUANXI x EDUCATION
( -5.36) (-4.29) ( —4.60) (-4.71)
11.471 7% 12.143 5% 292.613 9*** 304.477 17
GUANXI x EDUCATION x DIVERSITY
(8.23) (6.61) (9.29) (8.61)
0.027 6™ 0.028 6™ 0.225 27 0.261 7**
EDUCATION
(7.50) (7.90) (3.96) (4.59)
0.027 27 0.024 47*** 0.407 47 0.499 6***
GUANXI
(5.53) (3.78) (3.62) (3.97)
—-0.160 3*** -0.167 07 —1.365 2% -3.063 8
(-13.98) (-11.57) ( —8.74) ( -14.90)
R 0.109 3 0.148 4 0.096 4 0.128 4
N 8 572 8 572 8 572 8 572
Huber-White Sandwich robust z-statistic; *** (** |* 1% 5% 10%
4 ( GUANXI) .
( PSM) ( EDUCATION) . ( DI-
10 VERSITY) ( GUANXI x
PSM DIVERSITY x EDUCATION )
10 1 2 (beta =9.4307 p<0.01)

3a
10 1
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10 (PSM )
Table1l0 Moderating effect of alumni relations ( PSM)
1 2 3 4
-0.004 8 -0.006 1** -0.242 8 -0.229 9***
DIVERSITY
(-1.61) (-2.14) (-5.48) (-5.18)
—-0.070 5*** -0.108 6*** —2.135 1% -2.037 0***
EDUCATION x DIVERSITY
( -2.66) (-4.14) (-5.91) ( -5.68)
0.197 87 0.218 17** 5.355 87 4,972 37
GUANXI x DIVERSITY
(10.29) (8.64) (14.99) (13.19)
—0.351 4% —-0.394 7% —8.146 3% —8.458 7%
GUANXI x EDUCATION
(-3.92) ( -3.55) (-4.72) ( —-4.68)
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Abstract: This paper examines the impact of language diversity on the precision of analysts’ earnings forecast
which may show different results depending on the different level of employee’ s education. This paper pro—
vides empirical evidence that the diversity of language may reduce the precision of analysts’ earnings forecast
for the listed companies in China. However this negative effect is weakened by the improvement of employee’
s education. Further results illustrate that the level of employee’ s education may positively influence the rela—
tionship between language diversity and the precision of analysts’ earnings forecast when the analysts and CEOs
are schoolmates. These findings will enrich the literature of information dominance and social relationship of
analysts and help investors and regulators to understand the behavior of analyst. Also these may help to im—
prove resource allocation and the effectiveness of capital market.

Key words: language diversity; level of employee’ s education; accuracy of earning forecast



