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TA;, = ay + a,;, CFO,,, + a, CFO,, + it
a, CFO, ., +a, DCFO,, + Fraud, , 1 0.
as; DCFO,, x CFO,, + &,, (2) LOC,,
TA,, i t ;
CFo,,_,-CFO, ,.CFO, ., iot-1 . 3
t t+1 » DCFO, , N
CFo, CFo,_, 1 0.
t—1

(2) 2000 —2015 A

. OLS
2012 (2)
DD, , (23 5 4 W2
®, ) it
. LOC; ,
Desai o 1 0.
. l 70 71
t Restate, 1 ( Both) .
0. ( Independent Director) . ( Supervisor) .
( Top4) \Z (2) .
( Size) . (Age) . ( Intan—
gible Assets) . ( Cash) .
Watts ~ Zimmerman © ( HHI) . ( Concentration) .
( Diversification) . ( At-
tention) GDP ( GDP) .
", o ( Clustering)
( P A N 2012
N N 1.
1
Table 1 Variable names and definitions
Loc
1 0.
b Dechow  Dichev ® Ball ~ Shivakuma ®
Restate 1 0.
Fraud 1 0.
Both 1 0.
Independent Director

® Jones ( ERC)
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Table 1 Continues

Supervisor

Top 4

A

Size

Age

Intangible Assets

Cash

HHI

HHI =sum ( X;/X)* . X; i

(X;/X)

Concentration

Concentration = sum(X) /X. X;

X

Diversification

Diversification = Z p:n(1/p;) . Pi

Attention

GDP

GDP

CSRex

( GRI)

CSRin

1 0.

Trust

2016

(NSRC)

( CGSS) 2000

Dialect

(2015)
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2.2 +Wind
2000 —2015 A 2 1
ST * ST
1 972
2000 —2015 17 560 2000 32. 7% 2009
61.5%. 72. 8% 2015
15 675 45.1%;, 54. 8%
10 754 62.3%.
72. 1%
N 68.3%
N 65.9%
2
Table 2 Distribution of managerial hometown and localization data by year
(1) (3) (4) (5) (7
(2) (6) ]
=(3) /(4) (6) /(3)
2000 248 197 345 1 055 0.327 268 0.777
2001 330 260 450 1135 0.396 343 0.762
2002 424 291 553 1 205 0.459 420 0.759
2003 542 347 676 1 264 0.535 514 0.760
2004 653 406 788 1357 0.581 608 0.772
2005 700 443 830 1357 0.612 633 0.763
2006 812 519 947 1433 0.661 707 0.747
2007 949 618 1 070 1548 0.691 775 0.724
2008 1 045 676 1154 1 596 0.723 825 0.715
2009 1167 775 1276 1752 0.728 899 0.705
2010 1 356 983 1 469 2 100 0.700 1 049 0.714
2011 1 470 1 083 1576 2335 0.675 1137 0.721
2012 1539 1097 1 645 2 463 0.668 1176 0.715
2013 1538 1 088 1 648 2 508 0.657 1 159 0.703
2014 1479 1 030 1593 2 623 0.607 1 106 0.694
2015 1423 941 1 540 2 812 0.548 1034 0.671
15 675 10 754 17 560 28 543 0.615 12 653 0.721
1 /

Fig. 1 Managerial localization data over the years( local/non-ocal ratio)
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Table 3 Distribution of managerial hometown and managerial localization data by provinces
(1) (2) (3) (4) (5) (6) (7
=(3) /(4) (6) 7(3)
500 319 547 895 0.611 454 0.830
1209 823 1 359 2 201 0.617 529 0.389
192 146 232 502 0.462 152 0. 655
614 414 663 984 0.674 557 0.840
182 89 202 337 0.599 144 0.713
2 231 1695 2 438 3833 0.636 1515 0.621
223 131 231 405 0.570 138 0.597
152 110 178 275 0.647 122 0.685
210 148 225 365 0.616 140 0.622
368 247 412 604 0.682 315 0.765
441 323 495 711 0.696 360 0.727
214 146 263 496 0.530 173 0.658
619 390 686 1078 0.636 494 0.720
507 328 566 858 0. 660 432 0.763
296 206 325 561 0.579 249 0.766
1161 851 1326 2 290 0.579 1152 0.869
262 188 312 423 0.738 230 0.737
479 312 517 922 0.561 457 0.884
188 112 217 324 0.670 160 0.737
73 54 101 179 0.564 58 0.574
77 32 82 152 0.539 22 0.268
982 658 1 095 1653 0.662 998 0.911
286 221 318 429 0.741 285 0.896
271 168 306 499 0.613 220 0.719
1221 774 1 465 2 638 0.555 937 0. 640
607 365 645 1182 0.546 481 0.746
193 97 235 474 0.496 87 0.370
219 136 262 510 0.514 184 0.702
230 211 280 394 0.711 194 0.693
1468 1 060 1577 2 369 0. 666 1414 0.897
15 675 10 754 17 560 28 543 0.615 12 653 0.721
4 0.449
1%  99% “ 7
( Winsorize) . ( DD) 0.079
17 560 0. 121; ( Restate)
14 722 ( Fraud) 0.077  0.150
(LOC) 72.1% 0.266 0.357
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4
Table 4 Descriptive statistics of main variable
25% 75%
Loc 17 560 0.721 0 1 1 1 0.449
DD 14 722 0.079 0.000 7 0.020 0.044 0.088 0. 866 0.121
Restate 17 560 0.077 0 0 0 1 0.266
Fraud 17 560 0. 150 0 0 0 1 0.357
Both 17 560 0.170 0 0 0 1 0.375
Independent Director 17 560 0.346 0.333 0.333 0.375 0.571 0.089
Supervisor 17 560 1.322 1.099 1.099 1.099 1.609 2.197 0.296
Top4 17 560 0.076 0 0 0 1 0.265
A 17 560 0.187 0.010 0.019 0.047 0.153 2.826 0.413
Size 17 560 21.841 19.133 20.878 21.623 22.551 26.953 1.398
Age 17 560 2.986 2.197 2.890 2.996 3.178 3.497 0.258
Intangible Assets 17 560 0.043 0.010 0.028 0.055 0.288 0.050
Cash 17 560 0.086 0.001 0.017 0.035 0.076 1.115 0.162
HHI 17 560 0.096 0.014 0.031 0.053 0.108 0.782 0.120
Concentration 17 560 0.472 0.141 0.329 0.433 0.602 1 0.203
Diversification 17 560 0.418 0 0.263 0.711 1.786 0.463
Attention 17 560 0.097 0.010 0.020 0.060 0.140 0.430 0.097
GDP 17 560 8.814 6.386 7.236 8.816 9.499 13.592 1.927
(DD)
3 ( ) 0.074  0.092(0.042
0. 049) 1%
3.1
7.2%  14.6%
3.1.1 9% 16.2% 1%
5
5
Table 5 Univariate comparison of managerial localization and non-managerial localization groups
Panel A: DD N
(N =10 747) 0.074 0.042
(N=3975) 0.092 0.049
/ -0.018 -0.007
t/z 7.809 *** 35.2237**
Panel B:
Restate =0 Restate =1 Fraud =0 Fraud =1
(N =12 653) 0.928( =11 746/12 653) 0.072( =907/12 653) | 0.854( =10 806/12 653) 0.146( =
1 847/12 653)
(N =4907) 0.910( =4 465/4 907) 0.090( =442 /4 907) 0.838( =4 114/4 907) 0-162( =
793 /4 907)
16. 866 *** 6.764 7
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3.1.2 ( Both)
6 (1)
( DD) LoC ( Supervisor)
-0.091 1% A
75
1% ( Top4)
9.1% ( 115.2% =
0.091/0.079) . ( Restate) ( Attention)
Loc -0.394 1%
15
9.5% 7.3%
23.2%. ( Fraud)
LOC 1% 5 6 H1
-0.147.
16. 3%
14. 7% 9.8% 5%
0 »
6

Table 6 The correlation between managerial localization and accounting information quality

DD Restate Fraud
—-0.091 *** —0.394*** —0. 147
Loc
( -3.74) (-4.32) (-2.94)
0.009 0.056 0.258***
Both
(0.35) (0.56) (4.63)
-0.024 -1.071 -0.110
Independent Director
( -0.15) (-1.63) (-0.28)
-0.015" -0.043 -0.035"
Supervisor
( -1.90) (-1.23) (-1.74)
-0.091 *** -1.167** -0.370***
Top4
( -2.65) ( -5.06) ( -3.04)
P -0.032" -0.074 -0.357 %
( -1.66) (-0.73) ( —4.26)
-0.039** -0.043 -0.208***
Size
(-3.36) (-0.98) (-9.01)
-0.001 0.676™* 0.392 %%
Age
(-0.02) (3.25) (3.98)
-1.078*** 0.932 0.847"
Intangible Assets
(-5.24) (1.11) (1.80)
—-0.031 *** -0.038 —-0.110**
Cash
( -4.30) (-1.16) ( -6.08)
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2
6
Table 6 Continues
DD Restate Fraud
Hil —-0.476*"* 0.474 —-0.834™
( -2.60) (0.69) ( -1.96)
0.051 -0.757" 0.297
Concentration
(0.44) (-1.87) (1.08)
o ~0.047 ** 0.038 ~0.013
Diversification
( =2.19) (0.44) ( -0.24)
-0.009 -0.244 —1.226*
Attention
( ~0.09) ( —0.68) ( -4.64)
cop —-0.286*** -0.813** —-1.067 ***
( -4.96) (-2.37) ( =5.72)
Marains —-0.091 *** —-0.028 *** —-0.018***
& ( -3.74) ( —4.30) ( =2.94)
/
14 722 17 560 17 560
Adj R?/Pseudo R* 0.200 0.065 0.078
( Clustering) t\z
T e 10% 5% 1%
3.2
.
©,
7.
7 Panel A
. ( CSRex ( CSRex =1)
CSRin) . ( Trust) (LoC) (DD)
( Dialect) ( Restate) ( Fraud) 1%
( Stakeholder) ( Property -0.117. - 0. 469
Family) (1) -0.333;
1. ( CSRex =0) (LOC)
(DD) . ( Restate)
( corporate social responsibility CSR ( Fraud) -0.081. -0.302
p y

@ ©

CSR

( CSMAR) \Wind
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-0.098 1% 5% 10%
. ( CSRin =0) (LOC)
( LOC) ( Restate) ( Fraud) (DD) . ( Restate) ( Fraud)
5% 1% (p -0.078. -0.205 -0.061
0.033  0.001) ( DD) ( Restate)
10% 10%
7 Panel B ( LOC) ( Restate)
( Fraud) 1% 10%
( CSRin =1) (LOC) (p 0.004  0.056) .
(DD) . ( Restate)
( Fraud) 1%
-0.084. -0.526 -0.197;
7
Table 7 Cross section analysis: Managerial social responsibility
‘ DD Restate Fraud
Panel A:
CSRex =0 CSRex =1 CSRex =0 CSRex =1 CSRex =0 CSRex =1
LoC -0.081*** -0. 117 -0.302** —0.469 -0.098" -0.333***
( ~2.66) ( -3.52) ( -2.37) ( —4.10) (-1.74) ( -2.96)
/ /
9 567 5 155 11 419 6 141 11 419 6 141
Adj R?/Pseudo R* 0.228 0. 140 0.073 0.061 0.052 0.114
P value 0.165 0.0337* 0.001
Panel B:
CSRin =0 CSRin =1 CSRin =0 CSRin =1 CSRin =0 CSRin =1
Loc -0.078" -0.084 -0.205" -0.526%** -0.061 -0.197**
(-1.84) (-2.58) (—1.65) ( —4.46) (1 -0.93) ( -3.70)
/ /
8 787 5935 10 342 7218 10 342 7218
Adj R? /Pseudo R* 0.161 0.234 0.076 0.072 0.076 0.109
P value 0.413 0.004 *** 0.056"
( Clustering) AV N
10% 5% 1%
( Trust = 1) ( Trust =
( Trust) ( Dialect) 0) (1) 8  Pan-




10% 5% 1%
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el A.
( Trust =1) (LOC) 8 Panel B
(DD) . ( Restate) . ( Dialect = 1) ( Dia-
( Fraud) 1% lect = 0) (1) .
-0.104, -0.506  -0.220; ( Dialect =
( Trust =0) 1) ( LOC)
(LOC) (DD) . ( Re- (DD) . ( Restate) ( Fraud)
state) | ( Fraud) 1%
-0.039, -0.232 -0.091 -0.115.-0.551 -0.225;
( Restate)  10% . ( Dialect =0)
(LOC) (LOC) (DD) .
( Restate) ( Fraud) ( Restate) ( Fraud) 10% 5%
5% (p 0.021  0.011). 5%
-0.063. -0.271 -0.163.
(LOC)
. (DD) . ( Restate) ( Fraud)
1% 5% 10%
. . 7 (p 0.009.0.015  0.067) . 8
« » 7
8
Table 8 Cross section analysis: Tightness of social capital
DD Restate Fraud
Panel A:
Trust =0 Trust =1 Trust =0 Trust =1 Trust =0 Trust =1
LOC -0.039 —-0.104*** -0.232° -0.506*** -0.091 -0.220***
( -0.90) ( -3.36) ( -1.69) ( -4.58) (-1.38) ( -2.77)
/ /
7 818 6 904 8 845 8 715 8 845 8 715
Adj R?/Pseudo R* 0.231 0.182 0.076 0.070 0.062 0.114
P value 0.222 0.021** 0.0117
Panel B:
Dialect =0 Dialect =1 Dialect =0 Dialect =1 Dialect =0 Dialect =1
10C -0.063" —0.115™ -0.271%* —-0.551*** -0.163** -0.225 %
( -1.66) ( -3.56) ( -2.09) ( -4.20) ( -2.29) (-3.07)
/ /
7 837 6 885 9279 8 281 9 279 8 281
Adj R?/Pseudo R* 0.199 0.206 0.067 0.093 0.080 0.099
P value 0. 009 *** 0.015** 0.067"
( Clustering) AV N
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( Restate) ( Fraud) 1%
1% 10%
-0.093. -0.455 -0.161;
( Stakeholder =0)
(10C) (DD) . ( Re-
state) ( Fraud) -0.086-
-0.343 -0.149 5% 1% 5%
(LOC) ( DD)
( Restate) 5%
(p 0.041 0.043) .
(1) 9.
( Stakeholder =1)
(LOC) (DD) .
9 .
Table 9 Cross section analysis: Concentration of local stakeholders
DD Restate Fraud
Stakeholder =0 Stakeholder =1 Stakeholder =0 Stakeholder =1 Stakeholder =0 Stakeholder =1
L0C —-0.086** —-0.093 *** —0.343 % —0.455* —-0.149** -0.161"
(-1.99) ( -3.06) (-2.83) ( -4.09) ( -2.37) ( -1.90)
/ /
6 232 8 490 7 792 9 768 7792 9 768
Adj R*/Pseudo R* 0.176 0.223 0.078 0.071 0. 064 0.112
P value 0.041** 0.043** 0.422
( Clustering) AV NN
10% 5% 1% .
(1)
10 Panel A
(LOC) ( DD) ( Re- o
state) 5% 10%
(p 0.020  0.056) ; Panel B
(LOC) (DD) . ;
( Restate) ( Restate)
5% 5% 10% (p
0.030.0.034 0.052) .
(D) 2000 —2020 35.73
32.41 ( ) 49.39 39.13

( CSMAR)
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10
Table 10 Cross section analysis: Ownership property
DD Restate Fraud
Panel A: /
Property =0 Property =1 Property =0 Property =1 Property =0 Property =1
10c -0.126*** -0.066" —0. 449 *** -0.303** -0.276*** 0.002
( -3.52) ( =1.90) ( -3.41) ( -2.33) ( -2.81) (0.03)
/
7 282 7 440 9 054 8 506 9 054 8 506
Adj R?/Pseudo R* 0.204 0.195 0.078 0.071 0.077 0.091
P value 0.020** 0.417 0.056"
Panel B: /
Family =0 Family = 1 Family =0 Family = 1 Family =0 Family = 1
LOC -0.082*** -0.125*** -0.329*** -0.566*** -0.123" -0.275 %
( ~2.66) ( -2.54) ( -3.18) (-3.11) ( -1.90) ( -3.31)
/
10 543 4179 12 310 5 250 12 310 5 250
Adj R?/Pseudo R* 0.192 0.227 0.073 0.070 0.087 0.058
P value 0.030** 0.034™* 0.052"
( Clustering) AV N
10% 5% 1%
( )
4
( CHI_Company)
4.1
( CHI_Home)
( CHI_Company)
IVHeckit DID ( CHI_
. Home)
4.1.1 IV-Heckit
( IV-Heck-
it) N
79
( LOC) ( LOC_Indmean)
( CHI_Company)
( CHI_Home)
( PN
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( LOC) ( Restate)
. 1% -0.461;
11 (1) . (DD) (Fraud) 5%
( CHI_Company~CHI_HomeLOC -0.062 -0.19
_Indmean) 1% IMR .
(2) ~ (4) (LOC)
LOC
11 o IV-Heckit
Table 11 Test of endogeneity: TV-Heckit
LOC DD Restate Fraud
(1) (2) (3) (4)
-0.062** —-0.461 % -0.196**
Loc
( -2.23) ( -3.17) (-2.41)
-0.136*
CHI_Company
( -14.37)
0.052***
CHI_Home_chair
(4.72)
0.054 ***
CHI_Home_ceo
(5.13)
—3.980 ***
LOC_Indmean
( -8.23)
0. 108 *** 0.118" —-0.325*
IMR
(2.69) (1.63) (-2.83)
/ /
8 204 8 204 8 204 8 204
Adj R?/Pseudo R? 0.171 0.210 0.071 0.086
( Clustering) t\z NN
10% 5% 1% .
4.1.2 DID (treat =0)
AIQ, , = a+0treat; x post;, + 8Controls;, +
( ) Iu’ymr + Mind + Eiy @ ( 3)
12 post 0; ( Restate) ( Fraud) 10%
post 1. (1) ~ (3) treat 0.827 0.651 ;
: (DD) 5%
treat 1 0.219 ( Restate)
treat 0, (4) ~ (6) treat : ( Fraud) 10%
treat 1 0.418 0.712
treat 0. (3)
0
(treat =1) H1

@ ( Year) (3) post.
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DID
Table 12 Test of endogeneity: DID of managerial transition
DD Restate Fraud DD Restate Fraud
(1) (2) (3) (4) (5) (6)
-0.014 -0.827" -0.651" 0.219* 0.418" 0.712"
post xfreat ( -0.13) (-1.69) (—1.64) (2.13) (1.74) (1.90)
eat -0.375 1.012 0.334 -0.159 0.352 —-0.466
(-1.22) (1.26) (0.57) ( -0.77) (0.62) ( -0.70)
/ /
341 609 609 366 617 617
Adj R*/Pseudo R* 0.177 0.188 0.249 0.334 0.137 0.189
( Clustering) AR
10% 5% 1%
4.2 (DD) . ( Restate) ( Fraud)
-0.063. -0.552 -0.074
( DD) ( Restate)
380 81 5% 1%
E]
LOC _Chair
0; LOC _city  1( 0;
LOC_CEO 0w, 13
Panel A
( LOC_Chair) (DD) . LOC_Ncity 1 0
( Restate) ( Fraud) (1) G, 14
-0.103.-0.391 -0.166 ( LOC_city) (DD) .
; Panel B ( Restate) ( Fraud)
(LOC_CEO) -0.104. -0.620 -0.195 1%
3 2000 —2020 913 317 300
84.3%. ( CSMAR)
a 15 675 ( LOC_Chair) 10754 (LOC_CEO) .
: 9 724
( LOC_Chair) ; 7818 ( LOC_CEO)
(1
® 13 003 14

LOC _city O
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2023 2
: ( LOC_Ncity) .3 LOC _city LOC _
(DD) . ( Restate) Neity test p
( Fraud) - 0.077.  0.247.0.000 0.072
-0.208 -0.099 1% 5% 10%
13
Table 13 The correlation between managerial localization and accounting information quality after redefining the “executives”
DD Restate Fraud
Panel A:
LOC_Chair -0.1037** -0.391*** -0.166***
( -3.78) ( -3.97) ( -3.05)
/ /
8 133 9 724 9 724
Adj R?/Pseudo R* 0.205 0.064 0.082
Panel B:
LOC_CEO -0.063** -0.552%** -0.074
( -2.01) ( -4.54) ( -1.10)
/ /
6 506 7 818 7 818
Adj R? /Pseudo R* 0.208 0.091 0.085
( Clustering) VI
10% 5% 1%
14
Table 14 The correlation between managerial localization and accounting information quality after redefining the “localization”
DD Restate Fraud
LOC_city —-0.104 % -0.620*" -0.195***
( -3.82) ( -5.80) ( -3.42)
LOC_Neity -0.077 -0.208** -0.099"
( -2.91) ( -2.00) ( -1.76)
/ /
14 722 17 560 17 560
Adj R?/Pseudo R* 0.200 0.068 0.078
P value 0.247 0.000 *** 0.072"
( Clustering) AV NNk
10% 5% 1%
4.3
( Personal Age) . ( Gender) ( Educa-
’ tion) ( CSMAR) .
4.3.1
( Personal Age) 30
0 30 ~40 1 40 ~ 50 2
( Personal Age) . ( Gender) ( Educa— 50 ~60 3 60 4, ( Gender)
tion) . 0 1; ( Education)
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0 19, R&D
15 Panel A CEO
. 8 87
(LocC_
Chair) (DD) . ( Restate)
( Fraud) - 0. 093,
-0.361 -0.167 1% ;
( LOC_CEO)
(DD) . ( Restate) ( Fraud) ( Both =1)
~0.060. —0.401  —0.069 ( Both =0) (1)
( DD) ( Restate) 15 Panel B
10% 1% . ( Both =1)
(LOC) (DD) .
@, ( Restate) ( Fraud)
4.3.2 -0.141. -0.679., -0. 190 5% 1%
10% ;
( Both =0) ( LOC)
( DD) . ( Restate)
( Fraud) 1% 1% 5%
( Both) . ( Tenure) - 0.080. - 0.320
( Option) ( Partici— -0. 142.
pation) 4 “ ” (LOC) ( DD)
( Restate) 5% (p
(CSMAR)  Wind . 0.042  0.036).

.8 88 89
Donaldson Davis
83

90

84

85 91 -94

e &

\MBA  EMBA;
13
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N ( Option =1) ( Option =
( Tenure =1) 0). (1) 15 Panel D
( Tenure =0) . p
(1 15 Panel C. 15 Panel D
( Tenure = 1) ( Option = 1)
(LOC) (DD) . (LOC) (DD) . ( Restate)
( Restate) ( Fraud) ( Fraud) 1%
-0.118, -0.508. -0.173 1% —0.145. -0.487. -0.296;
5% ; ( Tenure = ( Option =0)
0) ( LOC) ( LOC) (DD) .
(DD) . ( Restate) ( Fraud) ( Restate) ( Fraud)
-0.051.-0.295 -0.119 -0.059. - 0. 307 -0.129
( Restate) ( Fraud) ( Restate) 1%
1% 10% ( DD) ( Fraud) 10%
(LOC)
( DD) ( Restate) (LOC) ( DD) ( Re—
5% (p 0.011  0.046) state) 10% (p
( Fraud) 0.098  0.055) .
10%
o
% .
9% 97 .
, %
( Participation = 1)
( Participation =0) . (1)
15 Panel E. 15 Panel E
( Participation =
1) ( LOC)
(DD) . ( Restate) ( Fraud)
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1% (LOC)
-0.092. -0.566. —0.193; ( Restate) ( Fraud)
( Participation = 0) 5% 10% (p
( LOC) (DD) . ( Restate) 0.033 0.075).
( Fraud) -0.091.
-0.275 -0.100 ( DD)
( Restate) 5%
15
Table 15 Analysis of managerial individual influencing factors
‘ DD Restate Fraud
Panel A:
LOC_Chair -0.093 *** -0.361*** -0.167***
( -3.34) ( -3.30) (-2.78)
/o
8133 9 724 9 724
Adj R?/Pseudo R* 0.210 0.061 0.088
LOC_CEO -0.060" -0.401 -0.069
( -1.77) ( -2.89) (-0.87)
I
6 506 7 818 7 818
Adj R?/Pseudo R* 0.204 0.091 0.097
Panel B:
Both =0 Both =1 Both =0 Both =1 Both =0 Both =1
Loc -0.080*** ~0.141** -0.320 """ ~0.679*** -0.142** -0.190"
(-2.99) (-2.42) (-3.19) (-3.31) ( -2.51) ( -1.70)
/
12 338 2 384 14 580 2 980 14 580 2 980
Adj R? /Pseudo R? 0.204 0.198 0.069 0.092 0.075 0.109
P value 0.042** 0.036** 0.297
Panel C:
Tenure =0 Tenure = 1 Tenure =0 Tenure = 1 Tenure =0 Tenure = 1
Loc -0.051 -0.118*** -0.295*** -0. 508 *** -0.119" -0.173**
(-1.61) (-3.13) ( -2.86) (-3.73) ( -1.69) ( -2.33)
/o
6 501 8 221 8 576 8 984 8 576 8 984
Adj R* /Pseudo R* 0.229 0.177 0.066 0.074 0. 060 0.103
P value 0.011** 0.046** 0.106
Panel D:
Option =0 Option =1 Option =0 Option =1 Option =0 Option =1
Loc -0.059" —0. 1457 -0.307 —0.487 % -0.129" -0.296 ***
(-1.77) ( -3.41) ( -2.69) (-3.74) ( -1.93) ( -3.77)
/
7 968 6 754 9 591 7 969 9 591 7 969
Adj R? /Pseudo R? 0.210 0.191 0.072 0.077 0.089 0.085
P value 0.098" 0.055" 0.161




— 152 —

885

44.9%

2023 2
15
Table 15 Continues
DD Restate Fraud
Panel E:
Participation =0 | Participation =1 | Participation =0 | Participation =1 | Participation =0 | Participation =1
L0C -0.091** -0.092 *** -0.275** -0.566*** -0.100 -0.193***
’ (-2.24) (-3.04) ( -2.40) (-4.14) (-1.25) (-2.95)
/ /
5383 9310 6 640 10 885 6 640 10 885
Adj R? /Pseudo R* 0.185 0.213 0.074 0.075 0.084 0.089
P value 0.216 0.033™* 0.075"
( Clustering) t\z R
10% 5% 1%
4.4 N
16
(1) ~ (9). N
Al 3
®
16 / /
Table 16 Regression results after adding fixed effects of province / city /company
DD Restate Fraud DD Restate Fraud DD Restate Fraud
(1) (2) (3) (4) (5) (6) (7) (8) (9)
Loc =0.0917™ | =0.350™* | —0.122™* | =0.070™ | -0.257** | -0.116™* | -0.097" | -0.005" | -0.007
’ (-3.55) (-3.73) (-2.32) ( -2.60) (-2.52) | (-2.04) |( =-1.71) |( =0.37) |( —0.54)
/
/
14 722 17 560 17 560 14 722 17 560 17 560 14 722 17 560 17 560
Adj R*/Pseudo R* 0.201 0.085 0.093 0.213 0.120 0.123 0.324 0.256 0.360
( Clustering) t\z NN
10% 5% 1%
2015
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Corporate governance effect of social capital: Empirical evidence from the
relationship between localization of corporate executives and accounting in—
formation quality
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1. School of Accounting Shanghai University of International Business and Economics Shanghai 200336
China;
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Abstract: Firms in China generally adopt the business model of relational transaction. Different from market
transactions relational transactions rely on appropriate private governance mechanisms according to transaction
characteristics instead of public governance mechanisms such as laws. This paper argues that the social cap—
ital of executives has a significant private governance effect: Local executives will pay more attention to long—
term benefits and will restrict their opportunistic behaviors in order to maintain and develop social capital. This
paper predicts that the quality of accounting information will be better when executives’ native place is the
same as the company’ s location. Based on data of 1 972 listed companies in China from 2000 to 2015 the re—
sults show that compared with non-ocal executives local executives’ companies have fewer abnormal accruals
and lower probability of financial fraud and restatement. Further analysis shows that this correlation is more
significant when executives are more focused on social responsibility or the company is located in a region
with a higher degree of social capital or the company has a higher proportion of local stakeholders or the
company is non-state-owned or family-owned. This study shows that in a relational society the social capital of
executives has a corporate governance effect and can improve the quality of accounting information.

Key words: relational transaction; social capital; informal governance; accounting information quality



