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Abstract

Existing literature has discussed the effect of audit on financial reporting from the audit
organisation and individual auditor perspectives. This paper introduces the concept of the
auditor group, which is at the intermediate analysis level, and examines how inter-group
interaction influences financial statement comparability. Using 47 mergers of audit firms in
China from 1998 to 2012, I first divide pre-merger auditors into different auditor groups on
the basis of pre-merger audit firms and then divide post-merger auditors into corresponding
auditor groups on the basis of auditors’ names. I find that the financial statement
comparability of two clients audited by different groups after a merger is negatively related
to the locality of the strong auditor group and to the balance between the strong and weak
auditor groups before the merger. Meanwhile, the reputation of the strong auditor group
before the merger has a positive effect on the financial statement comparability of two
clients audited by different groups after the merger. In contrast with the previous results, the
reputation of the weak auditor group before the merger has a negative effect on the financial
statement comparability of two clients audited by different groups after the merger. The
locality effect of the weak auditor group is not significant. These findings suggest that
inter-group interaction within the audit firm is an important factor in determining the quality
of financial reporting.
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l. Introduction

Since Hawthorne’s experiment (1924-1932) introduced the concept of the group,
people have gradually realised that the group exists widely in organisations. For example, in
a joint venture, the organisation’s members tend to be divided by nationality and other
factors into different factions (Li and Hambrick, 2005). In a family business, blood ties may
make the organisation’s members form family and non-family cliques (Minichilli et al.,
2010). Compared to Westerners, Chinese people are more likely to mark a clear boundary in
social activities — “within the circle and outside the circle” (Fei, 1985). Therefore, in the
context of Chinese culture, people in organisations are more likely to form clear and distinct
groups. As an important type of organisation, an audit organisation contains various kinds of
auditor groups. The presence of auditor groups and the interaction between these groups
may have a very important impact on clients’ financial reports. The existing empirical audit
research mostly focuses on the characteristics of the audit organisation and the auditor but
pays less attention to the auditor group and inter-group interaction. Therefore, this paper
introduces the concept of the auditor group and examines the effect of inter-group
interaction on auditor behaviour and the quality of clients’ financial reporting from the
perspective of financial statement comparability.

Auditor groups are generally covert and not easily identified. But identification is the
basis for research. The mergers of Chinese accounting firms provide us with a good
opportunity to study auditor groups. Before a merger, due to the existence of clear
organisational boundaries, auditors belong to different accounting firms. After the merger,
although the original organisational boundaries have been broken, the auditors’
identification with their original firms may not change in the short term. This is because the
organisation’s members’ identification with the organisation has the characteristics of
permanence. Even if the organisation ceases to exist, organisational identification may
continue to work (Gioia et al, 2000). Although the merger destroys the original
organisational identity of the organisation’s members (Bartels ef al., 2006), members of the
organisation may express their identification with the original organisation even more
strongly (Dutton et al., 1994). In the new audit firm, the auditors may divide into distinct
groups due to their identification with their original audit firms.

By manually collecting relevant information, I identify 47 mergers among audit firms
with a licence to audit listed companies which took place between 1998 and 2012 in China.
For these mergers, I first divide pre-merger auditors into different auditor groups on the
basis of pre-merger audit firms and then divide post-merger auditors into corresponding
auditor groups on the basis of pre-merger auditors’ names. For the auditor groups identified
by the above method, 1 further divide them into the strong group and the weak group

according to their position in the process of resource allocation in the audit firm. Strength
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and weakness are relative. In the process of resource allocation, the strong group is in a
relatively dominant position and the weak group is in a relatively inferior position.
Specifically, I mainly use group size to judge strength and weakness. The larger size auditor
group is defined as the strong group and the smaller size auditor group as the weak group.
Secondly, according to the local characteristics of the auditor group, I distinguish them as
the strong local auditor group and weak local auditor group. Locality refers to the degree of
concentration of auditors in the auditor group in a particular region. If the auditors in the
auditor group are mainly located in a particular region, I believe that the group has strong
locality. Specifically, the business activity scope of the auditor group is used as the
measurement standard. If the auditor group’s business is mainly concentrated in a particular
region, I believe that the group has strong locality. Thirdly, on the basis of the reputation of
the auditor group, I distinguish them as the auditor group with a good reputation and the
auditor group with a poor reputation. Finally, the balance between the auditor groups is also
noted. Group balance refers to the degree of size similarity between different groups within
the organisation. The more similar the sizes of the auditor groups, the better the balance
among the groups.

I find that the financial statement comparability of two clients audited by different
groups after a merger is negatively related to the locality of the strong auditor group and the
balance between the strong and weak groups before the merger. Meanwhile, the reputation
of the strong auditor group before the merger has a positive effect on the financial statement
comparability of two clients audited by different groups after the merger. In addition, I find
that the reputation of the weak auditor group before the merger has a negative effect on the
financial statement comparability of two clients audited by different groups after the merger.
The influence direction of the weak group’s locality is consistent with that of the strong
auditor group, but the significance is weaker. These empirical results show that the
production process and output of a client’s financial report is not only affected by the
characteristics of the audit organisation and the auditor but also depends on the inter-group
interaction.

This paper makes three contributions to the literature. First, the existing empirical audit
literature pays more attention to the audit organisation and the auditor, whereas I focus on
the auditor group, which is the middle level between the auditor and the audit organisation.
This paper not only extends the boundary of empirical audit research but also provides new
research opportunities for audit scholars. Moreover, I identify post-merger auditor groups by
using the pre-merger organisation boundary, which provides a feasible research method for
the study of the internal auditor group. Second, I further clarify the internal influencing
factor of inter-group interaction from the perspective of locality, reputation, and balance.
The existence of auditor groups means that audit firms face a greater challenge in terms of

quality control. In order to increase audit quality in a fast changing internal and external
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environment, it is necessary for the audit firm to effectively integrate and coordinate internal
auditor groups. In-depth understanding of the factors that influence inter-group interaction is
the premise and foundation of this integration and coordination. Finally, I examine the role
of auditing in the production of financial reports from the perspective of the auditor group.
Comparability is an important quality characteristic of financial information which is very
important for financial information users to make wise decisions on capital allocation
(FASB, 2010). However, the literature related to financial statement comparability mainly
studies the role of accounting standards, especially the difference between American
accounting standards and international accounting standards. This paper provides evidence
that the auditor group and inter-group interaction also affect the comparability of clients’

financial statements.

Il. Literature Review

This study is related to two types of literature. One type examines the role of auditing
in the production of financial reports. Becker ef al. (1998) and Francis et al. (1999) have
done groundbreaking research in this area. They find that compared to the clients of non-Big
6 audit firms, the clients of the Big 6 audit firms have smaller discretionary accruals. Since
then, the empirical audit literature has further found that audit firm or office size (Francis
and Yu, 2009; Choi et al., 2010; Francis et al., 2013), industry expertise (Ferguson et al.,
2003; Basioudis and Francis, 2007; Reichelt and Wang, 2010), client importance (Reynolds
and Francis, 2001; Craswell ef al., 2002; Chung and Kallapur, 2003; Gaver and Paterson,
2007; Li, 2009; Chen et al., 2010), audit tenure (Johnson et al., 2002; Carcello and Nagy,
2004), non-audit services (Frankel et al., 2002; Ferguson et al., 2004), and the auditor
experience of the client executives (Menon and Williams, 2004) are important factors
affecting clients’ financial reporting. In addition to examining the audit organisation,
researchers have also discussed the effect of the auditor’s characteristics on the client’s
financial report (Carey and Simnett, 2006; Chen et al., 2008; Gul et al., 2013; Knechel et al.,
2015; Lennox et al., 2014; Goodwin and Wu, 2014; Zerni, 2012); these characteristics
include auditor tenure, education background, political connections, audit experience,
industry expertise, and client importance.

The other relevant literature examines financial statement comparability. As one of the
important characteristics of financial information quality, comparability can help
information users to make more rational capital allocation decisions (FASB, 2010). The
extant literature on comparability has provided preliminary empirical evidence on its
usefulness for decision-making. Comparability has an important effect on the
decision-making of equity market participants (Choi et al., 2014; Shane et al., 2014; Chen et
al., 2015), debt market participants (Fang et al., 2012; Kim et al, 2013), and analysts
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(Bradshaw et al., 2009; De Franco et al., 2011). However, to date, there has been little
research on the factors that influence comparability. Existing research focuses mainly on the
impact of accounting standards in the context of the adoption of the International Financial
Reporting Standards (IFRS) (Lang et al., 2010; Barth et al., 2012; Bradshaw and Miller,
2008; Yip and Young, 2012). In addition, researchers have found that the mandatory
adoption of the IFRS improves analysts’ information environment, increases foreign
analysts’ forecast accuracy and analyst following, increases the demand of institutional
investors for equity investment, attracts more investments from foreign mutual funds,
benefits the transnational information transfer between countries, reduces insiders’ ability to
use private information, increases the use of relative performance evaluation (RPE),
enhances the liquidity of company information, and lowers the capital costs of a company.
All these research results are attributed to the mandatory adoption of the IFRS, which
increases financial statement comparability (Horton et al., 2013; Bae et al., 2008; Tan et al.,
2011; Florou and Pope, 2012; Yu and Wahid, 2014; DeFond et al., 2011; Wang, 2014;
Brochet et al., 2013; Wu and Zhang, 2010; Ozkan et al., 2012; Barth et al., 2013; Li, 2010;
Florou and Kosi, 2015). Francis et al. (2014) were the first to conduct research on factors
affecting financial statement comparability from the perspective of auditors. They find that
auditors in each Big 4 audit firm have their own unique audit style. This style can increase
the financial statement comparability within a Big 4 auditor’s clientele.

When examining the role of the audit in the production of financial statements, the
existing empirical research assumes either that all auditors are homogeneous or that each
auditor is heterogeneous inside the audit firm. However, besides the audit organisation or
individual auditors, auditors may form two or more auditor groups on the basis of their
identity, resources, and knowledge in the audit firm. Auditors are relatively homogeneous
inside the group but heterogeneous among the groups (Carton and Cummings, 2012).
Inter-group interaction will also have an important impact on the process and output of
financial reporting. Although Francis et al. (2014) extend the research on financial statement
comparability from accounting standards to auditing, their study is a static investigation
from the firm level and does not pay attention to inter-group interaction. On the basis of this,
I try to study the influence of inter-group interaction on the process and output of financial

reporting and to make up the deficiencies in the extant literature.

lll. Theoretical Analysis and Hypothesis Development

When auditors interpret and implement auditing standards and accounting standards, a
lot of professional judgments are needed. It is necessary for the audit firm to establish an
internal audit testing approach and in-house working rules to help auditors to effectively and

consistently implement the generally accepted auditing standards (GAAS) and also to
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interpret and apply the generally accepted accounting principles (GAAP) (Cushing and
Loebbecke, 1986). However, due to differences in practice experiences, perceptions, and
preferences, the internal audit testing approach and in-house working rules of each audit
firm are different. The uniqueness of an audit firm’s audit method and in-house working
rules leads to it having its own audit style. Under the same audit style, auditors will
systematically detect or not detect misstatements of the same nature (Francis et al., 2014).
However, under different audit styles, there is less comparability among the financial
statements of companies. After the merger of two or more audit firms, the auditors may
divide into different auditor groups on the basis of their identification with the original audit
firms. Inter-group interaction has an important role in the integration of audit styles and
affects financial statement comparability after the merger.2 I try to examine three factors
that can affect the influence of inter-group interaction: locality, reputation, and balance.
Since the strong auditor group plays a leading role in inter-group interaction, I mainly focus

on the analysis from the perspective of this group.
3.1 Locality

According to the theory of social classification, when an organisation is divided into
different groups, members of the organisation tend to more actively evaluate their group in
order to pursue positive self-identification and to show more prejudice and hostility for
other groups (Hornsey and Hogg, 2000; Hogg and Terry, 2000). This kind of in-group
favouritism and inter-group bias can lead to conflicts in the process of inter-group
interaction (Kane et al., 2005; Jehn and Bezrukova, 2010). The locality of the group is an
important influencing factor for inter-group conflict. Locality refers to the degree of
concentration of auditors in an auditor group in a particular region. If the auditors in an
auditor group are mainly concentrated in a particular region, I believe that the group has
“strong locality”. Different regions have different cultures. When one group has one

particular local cultural background and another group has another local cultural

2 The original Sichuan Junhe audit firm announced on 12 October 2009 that it had merged with ShineWing
audit firm in July 2009. A reporter from West China City News interviewed Jianping Luo, the chairman of
the original Sichuan Junhe, who stated: “The post-merger audit firm will implement unified management
in terms of personnel, finance, business, professional standards, quality and risk control, and personnel
training. The merger process is very smooth.” See related news on page 023 on 13 October 2009. The
news story title was “Sichuan Junhe merges with ShineWing to form the largest audit firm in Western
China”. In December 2011, Jingdu Tianhua audit firm merged with Tianjian Zhengxin audit firm. A
reporter from China Accounting Daily interviewed Hua Xu, the chief partner of the post-merger audit
firm, who said: “We have a good start. With this merger, we strive to change, to change gradually
towards our goal. At the same time, our partners and employees are also willing to change. It is far more
effective than the passive changes. Change is not only reflected in the use of the new audit process
software, but also reflected in the audit approach, professional ethics and independence.” See related
reports on page 04 on 22 June 2012. The news story title was “Zhitong: a new name, new start and new
journey”. As indicated in the above two interviews, auditors’ audit methods and understanding of
accounting standards may be changed. This prompts the change in audit style that influences the
comparability of clients’ financial statements.
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background or when one group has a local cultural background and another group has no
distinct local cultural background, the mutual inter-group influence is a cross-cultural
communication process.

The difference in local culture is the key factor of cross-cultural communication.
Information is always transmitted and understood in accordance with the group’s cultural
background and the way determined by this cultural background. Sun and Chen (2003) find
that local cultural differences lead to perceived differences, prejudice, regional centralism,
and the lack of common feelings, all of which seriously hinder the quality and efficiency of
communication. For example, Hong Kong Ernst & Young merged with Da Hua in 2001. In
the three years following the merger, many auditors of the original Da Hua quit and took
away a large number of listed clients. The substantial differences between Hong Kong
culture and Shanghai culture may have been a very important reason for this unsuccessful
merger. When the strong group has strong locality, the strong group and the weak group find
it difficult to communicate due to the differences in their local cultural backgrounds, and
this increases the inter-group conflict. The locality of the strong group also enhances the
inter-group boundary, which further increases the degree of inter-group conflict. Similarly,
for an audit firm merger, the stronger the locality of the strong auditor group before the
merger, the more serious the inter-group conflict. Then, the inter-group audit styles make
cooperation more difficult and the financial statement comparability of clients audited by
different auditor groups is lower after the merger. Therefore, hypothesis 1 is developed as

follows:

H1: The stronger the locality of the strong auditor group before the merger, the
lower the financial statement comparability of clients audited by different groups after

the merger.

3.2 Reputation

Just like the relationship between organisational reputation and organisational
identification (Dutton et al., 1994; Smidts et al., 2001), group reputation also has an
important impact on group identification, thus affecting inter-group interaction. Reputation
represents a group’s position, and this position plays a decisive role in the self-concept of
the group members. When the strong group has a high reputation, members of the weak
group will feel proud about their integration into the strong group. Their self-concept makes
them very happy to accept the strong group. As a result, members of the weak group
decrease their identification with their existing group in order to improve their positive
self-perception. For example, Empson (2004) conducted follow-up interviews on the merger
of two audit firms in the UK; for the purposes her study, she named the merging party Sun

and the merged party Moon. Sun had a larger firm size and a better reputation in the audit
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industry. In the interviews, the former members of Moon believed that Sun’s good
reputation could help to enhance their own value. This made them voluntarily give up their
original identification with Moon, and in turn they began to form an identification with Sun.
This reduced the conflict between the original members of Moon and the original members
of Sun.

In contrast, the negative reputation of the strong group can make the members of the
weak group further strengthen their identification with their existing group in order to
maintain their original positive self-perception. To a certain extent, this increases the
prejudice of the weak group towards the strong group and intensifies the conflict between
the groups. For an audit firm merger, the worse the reputation of the strong group before the
merger, the more serious the inter-group conflict. Thus, it is more difficult to achieve the
integration of audit styles between the groups and the financial statement comparability of
clients audited by different auditor groups is lower. Therefore, hypothesis 2 is developed as

follows:

H2: The worse the reputation of the strong auditor group before the merger, the
lower the financial statement comparability of clients audited by different groups after

the merger.

3.3 Balance

Inter-group interaction in an organisation is also affected by the balance between
groups, which refers to the degree of size similarity between different groups within the
organisation (Mannix, 1993; Phillips and Menon, 2011; O’Leary and Mortensen, 2010). For
example, a 10-member organisation can be divided into two types of group structure: 4-6
and 3-7. It is clear that the balance of the former is higher than that of the latter. When the
balance between groups is poor, the strong group is often in a dominant position with strong
advantages and the weak group is in the dominated position, without the ability or the
courage to compete with the strong group. In such a situation, the members of the weak
group usually choose silence. This leads to less conflict between the strong group and the
weak group. But when the balance is better, the weak group may not easily compromise and
give in. This intensifies inter-group conflict in the interaction process (Cramton and Hinds,
2004; Spell et al., 2011). For example, I find that the better the balance between auditor
groups, the less likely the weak group is to compromise and give in, and this makes the
strong group more likely to agree to make a concession when naming the post-merger firm:
for instance, when ShineWing merged with Sichuan Junhe, the post-merger name was
ShineWing; when Zhongrui Huahengxin merged with Yuehua, the post-merger name was
Zhongrui Yuehua; when Tianjian Zhengxin merged with Jingdu Tianhua, the post-merger

name was Grant Thornto. Thus, the better the balance between the strong group and the



Auditor Group, Inter-group Interaction, and Financial Statement Comparability 139

weak group before the merger, the more serious the inter-group conflict. Audit styles are
more difficult to integrate, and the financial statement comparability of clients audited by

different auditor groups is lower. Hypothesis 3 is developed as follows:

H3: The better the inter-group balance before the merger, the lower the financial

statement comparability of clients audited by different groups after the merger.

IV. Research Design

Using the method developed by Francis et al. (2014), I establish the following ordinary
least squares (OLS) model to test the effect of the auditor group on financial statement

comparability.

Ta_dif | Da_dif = 3, + B, Post + f,Localb™ Post + 3,Repub™ Post + ,Bal * post + fTa _mins /| Da_dif
+p3,Size _dif + fSize_min+ [ Lev_dif + B ,Lev_min+ S ,Cfo_dif + ,Cfo_min
+B;Loss _dif + 3, Loss _min+ B Drev_dif + B Drev_min+ f3,Age _dif @))
+PgAge_min+ B,Grw_dif + B,,Grw_min+ B, Curr _dif + B,Curr _min
+p,,Rece__dif + f,,Rece _min+ S, Stor _dif + B, Stor _min+ f,,Tenure _dif

11 14
+ B, Tenure_min+ s + iZ[ndustry; + B+ jZY@G}"j +¢
i=1 =1

In model 1, 7a_dif and Da_dif are dependent variables which measure the financial
statement comparability of two clients in a client pair. I define a pair of clients as two clients
audited by different auditor groups in the same merger event, the same year, and the same
industry. 7a_dif is the absolute value of the difference between two clients’ total accruals in
the client pair. Total accruals are calculated as the difference between net income and cash
flows from operations, scaled by the beginning total assets. Da_dif is the absolute value of
the difference between two clients’ discretionary accruals in the client pair. I use the
cross-sectional modified Jones model to estimate clients’ discretionary accruals in the same
year and the same industry. With reference to the Guidelines for the Industry Classification
of Listed Companies published by the China Securities Regulatory Commission (CSRC) in
2001, I use the one-digit industry classification to define the client pairs. Meanwhile, I use
the two-digit industry classification for observations of clients in the manufacturing industry
and the one-digit industry classification for client observations in other industries to measure
clients’ discretionary accruals. There are three main reasons for measuring financial
statement comparability in this way. First, accruals are an important part of profits. Their
recognition and measurement require considerable professional judgment. Auditors have a
direct impact on this part of profits. Second, defining the client pair in the same industry and
the same year is conducive to controlling for external macroeconomic fluctuations and

industry differences. Third, it has not been that long since China established its securities
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market. Therefore, I cannot use the method developed by Barth ef al. (2012) and De Franco
et al. (2011) which measures financial statement comparability from the time series
perspective.

In Model 1, the explanatory variables are Localb*Post, Repub*Post, and Bal*Post.
Localb is a dummy variable which is used to measure the locality of the strong group in the
client pair. For the three years before a merger, if the proportion of the sum of the natural
logarithm of clients’ total assets audited by the strong auditor group in a province,
municipality, or autonomous region to the sum of the natural logarithm of all clients’ total
assets audited by the strong auditor group exceeds 50%, and the proportion of the sum of the
natural logarithm of clients’ total assets audited by the weak auditor group in a province,
municipality, or autonomous region to the sum of the natural logarithm of all clients’ total
assets audited by the weak auditor group does not exceed 50%, the strong auditor group has
strong locality compared to the weak auditor group and Localb takes the value of 1;
otherwise, Localb takes the value of 0. Repub is also a dummy variable and is used to
measure the reputation of the strong auditor group in the client pair. Specifically, if the
strong auditor group was punished by the CSRC in the three years before the merger, the
reputation of the strong auditor group is poor and Repub takes the value of 1; otherwise,
Repub takes the value of 0. Bal is used to measure the balance of the auditor groups in the
client pair. I measure it by the ratio of the sum of the natural logarithm of all clients’ total
assets audited by the weak auditor group to the sum of the natural logarithm of all clients’
total assets audited by the strong auditor group in the three years before the merger.
Specifically, clients’ size is measured on the basis of all available client observations. The
greater the ratio is, the better the balance between the weak group and the strong group. Post
is also a dummy variable. If the client pair is in the post-merger period, Post takes the value
of 1; otherwise, it takes the value of 0. If hypotheses 1, 2, and 3 hold, the coefficients of
Localb*Post, Repub*Post, and Bal*Post are all expected to be significantly positive.

I consider alternative indicators to measure reputation. Audit firm size is one indicator.
However, the concept of audit firm size is very broad and cannot be directly used to measure
the reputation of an audit firm. If reputation is measured by the size of the audit firm, the
reputation of the strong auditor group will always be better than that of the weak auditor
group, and then I would not be able to examine the effect of the reputation of the strong
group and the weak group on financial statement comparability. Also, China’s local audit
firms have not yet formed any well-known brand. As Yugui Chen, Vice President and
Secretary General of the Chinese Institute of Certified Public Accountants (CICPA), said in
the Jingdu Tianhua and Tianjian Zhengxin merger press conference: “Branding has become
the bottleneck in the development of China auditing and CPA industry. A lot of problems are
due to the lack of high-end brands which are widely recognised by the public.” Therefore, it

may not be operational to measure reputation by an audit firm’s brand name. Finally, the
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overall level of industry specialisation is very low for Chinese audit firms. The number of
audit firms with industry expertise is very small. Also, industry expertise may be more
appropriate to measure the reputation of a firm in a particular industry, not the overall
reputation of the firm. So industry expertise is not used to measure the reputation of a firm.
Although the indicator used herein has some deficiencies, it is the best measurement I could
find.

I further control for the effects of other factors in Model 1. Currently, there is no
theoretical guidance focusing on appropriate control variables that explain financial
statement comparability. So I mainly refer to Francis et al. (2014) to control for the client
characteristic variables, but I do not predict the signs of the coefficients on those variables.
Ta_min is the minimum value of two clients’ total accruals in the client pair. Da_min is the
minimum value of two clients’ discretionary accruals in the client pair. Size dif and
Size_min are the absolute values of the difference and minimum value in size between two
clients in the client pair, respectively. Lev_dif and Lev_min are the absolute values of the
difference and minimum value in leverage between two clients in the client pair,
respectively. Cfo_dif and Cfo_min are the absolute values of the difference and minimum
value between two clients’ operating cash flows (scaled by the beginning total assets) in the
client pair, respectively. Loss_dif and Loss_min are the absolute values of the difference and
minimum value between two clients’ loss frequency in the latest two years in the client pair,
respectively. Loss is coded 0 if there is no loss in the latest two years, 1 if loss is incurred
once, and 2 if loss is incurred for two consecutive years. Drev_dif and Drev_min are the
absolute values of the difference and minimum value between two clients’ sales growth in
the client pair, respectively. Sales growth equals sales in current year ¢ minus sales in year
t-1, scaled by the beginning total assets. Age_dif and Age _min are the absolute values of the
difference and minimum value between two clients’ natural logarithm of the number of
listed years in the client pair, respectively. Grw_dif and Grw_min are the absolute values of
the difference and minimum value between two clients’ sales growth rates in the client pair,
respectively. Curr_dif and Curr_min are the absolute values of the difference and minimum
value between two clients’ liquidity ratios in the client pair, respectively. Rece dif and
Rece _min are the absolute values of the difference and minimum value between two clients’
ratios of ending accounts receivable to ending assets in the client pair, respectively. Stor_dif
and Stor_min are the absolute values of the difference and minimum value between two
clients’ ratios of ending inventories to ending assets in the client pair, respectively. Tenu_dif
and Tenu_min are the absolute values of the difference and minimum value between two
clients’ natural logarithm of audit firm tenure in the client pair, respectively. In addition, I
also control for industry and year fixed effects. With reference to the Guidelines for the
Industry Classification of Listed Companies published by the CSRC in 2001, I use the

one-digit industry classification to define the client pairs. The definitions of the variables are
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shown in Appendix 1.

V. Sample Selection

In China, the merger of audit firms is more policy oriented than market oriented. This
can be reflected in the industry regulatory policy. On 24 March 2000, the Ministry of
Finance promulgated “Guidance to Audit Firms on Expanding Firm Scale” to encourage
audit firms to develop into large-scale firms. In 2007, the CICPA released “Opinion on
Encouraging Audit Firms to Become Big and Strong”, which clearly put forward the
following aim: “to develop about 100 big audit firms which can provide comprehensive
services for large enterprises and enterprise groups in 5 to 10 years. On this basis, about 10
international audit firms will be developed which can serve the Chinese enterprises for their
strategies of overseas expansion and provide international integrated services”. In June 2012,
the CICPA issued “Measures for Further Encouraging Audit Firms to Become Strong and
Big”.

In addition, regulators also continue to adjust the related industry access policy. For
example, in February 1996, the Ministry of Finance and the CSRC issued the “Interim
Licence Regulation of Audit Firms and Auditors Engaging in Securities Related Business”;
this required an audit firm to have eight or more certified public accountants in order to
apply for securities qualifications. In June 2000, the CICPA released the “Licence
Regulation of Auditors Engaging in Securities and Futures Related Business”, which
requires that an audit firm should have 20 or more certified public accountants and a
previous year’s business income of no less than 8 million renminbi. In April 2007, the
Ministry of Finance and the CSRC issued the “Notice of Issues Related to Audit Firms
Engaging in Securities and Futures Related Business”, which requires that an audit firm
should have 80 or more certified public accountants and a previous year’s audit income of
no less than 16 million renminbi. In January 2012, the Ministry of Finance and the CSRC
issued the “Notice of Adjusting Audit Firms’ Conditions for Securities Qualification
Application”, which requires that an audit firm should have 200 or more certified public
accountants, a previous year’s business income of no less than 80 million renminbi, and an
audit income of no less than 60 million renminbi.

Finally, the regulatory authorities have further improved the market access policy. For
example, in December 2001, the Ministry of Finance and State-Owned Assets Supervision
and Administration Commission issued the “Notice of Issues Related to the Undertaking of
Central Enterprises’ Audits by CPA Firms”, which requires that the lead audit firm
undertaking the audit of a central enterprise should be among the top 50 in the
comprehensive ranking of national accounting firms and the supporting audit firm

undertaking the audit of a central enterprise should be in principle among the top 100 in the
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comprehensive ranking of national accounting firms.

These regulatory policies encourage audit firms to expand their scale. Compared to
endogenous development, mergers are undoubtedly a more effective way to expand the
scale of a firm. Therefore, audit firm mergers may be more affected by the policy in China.

I identify 47 mergers by tracking every auditing trail of audit firms with a licence to
audit listed companies from 1990 to 2012. As regards the number of parties involved in
mergers, most of the mergers have two parties and only nine mergers involve three parties.
Regarding the background of the parties involved in mergers, three of the 47 mergers
involve Big 4 (or Big 5) audit firms and 44 are local audit firm mergers. From the time
distribution of the mergers, I find that the mergers almost always arise during a wave of
related polices. There are three important policies: “Guidance to Audit Firms on Expanding
Firm Scale” issued by the Ministry of Finance in March 2000; “Opinion on Encouraging
Audit Firms to Become Big and Strong” released by the CICPA in May 2007; and
“Measures for Further Encouraging Audit Firms to Become Strong and Big” issued by the
CICPA in June 2012. Altogether 44 mergers occurred in the year when a policy was
promulgated and the subsequent two years, accounting for 93.6% of the full sample.’

Usually, two auditors sign audited annual reports in China. In some cases, there are
three signing auditors. I first divide pre-merger auditors into different auditor groups on the
basis of pre-merger audit firms and then divide post-merger auditors into corresponding
auditor groups on the basis of pre-merger auditors’ names. I eliminate client observations in
which the two or three signing auditors do not belong to the same auditor group and those in
which I could not decide the group that the auditors belonged to. Observations that have
missing data in Model 1 are also eliminated, and 8,692 client observations are obtained.
Then, the client observations are grouped by the same merger, the same year, and the same
industry, and the client observations are paired non-repeatedly inside the group. I then obtain
45,382 client-pair observations that are audited by different auditor groups. In addition, for
mergers involving three audit firms, I do not consider the interaction between the two weak
auditor groups; rather, I mainly examine the interactive relationship between the strong
auditor group and the weak auditor group. Each client pair is audited by a strong auditor
group and a weak auditor group. A strong auditor group and a weak auditor group form a
pair of auditor groups. Because of the lack of research data, some pairs of auditor groups do
not exist before the merger or do not exist after the merger. In order to maintain consistency,
I focus only on client pairs whose auditor group pairs exist before and after the merger, and [
finally obtain 42,428 client-pair observations for Model 1. The selection process of the

sample is shown in Table 1.

* To be prudent, I remove three mergers that did not occur in the year of a policy promulgation and the
subsequent two years. The results do not change significantly.
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Table1 Sample Selection

For the 47 mergers, client observations without missing data 8,692
audited by the related auditor groups in the three years before
and after the merger

Client-pair observations that are audited by different auditor 45,382
groups

Delete client pairs that are audited by two weak auditor groups 2,954
and whose auditor group pairs do not exist before or after the

merger

Final client-pair observations 42,428

VI. Descriptive Statistics and Empirical Results
6.1 Descriptive Statistics

As mentioned above, 38 mergers involve two parties and nine mergers involve three
parties. There are 103 (38*2+9%*3) auditor groups. Because I only focus on the interaction
between the strong and the weak auditor groups, the 103 auditor groups form 56 (38+2*9)
auditor group pairs. After eliminating the auditor group pairs that do not exist before or after
the merger, I finally get 48 auditor group pairs. Table 2 shows the descriptive statistics of the
auditor group pairs. Local, Localt, Localob, Localos, Repu, Reput, Repuob, and Repuos are
all dummy variables. If, in the auditor group pair, the strong auditor group or the weak
auditor group has strong locality and the strong auditor group and the weak auditor group do
not have strong locality in the same region, Local takes the value of 1; otherwise, it takes the
value of 0. If, in the auditor group pair, the strong auditor group and the weak auditor group
have strong locality and the strong auditor group and the weak auditor group do not have
strong locality in the same region, Localt takes the value of 1; otherwise, it takes the value
of 0. If, in the auditor group pair, the strong auditor group has strong locality but the weak
auditor group does not, Localob takes the value of 1; otherwise, it takes the value of 0. If, in
the auditor group pair, the weak auditor group has strong locality but the strong auditor
group does not, Localos takes the value of 1; otherwise, it takes the value of 0. If, in the
auditor group pair, the strong auditor group or the weak auditor group has a bad reputation,
Repu takes the value of 1; otherwise, it takes the value of 0. If the strong auditor group and
the weak auditor group both have a bad reputation, Reput takes the value of 1; otherwise, it
takes the value of 0. If the strong auditor group has a bad reputation and the weak auditor
group does not, Repuob takes the value of one; otherwise, it takes the value of 0. If the weak
auditor group has a bad reputation and the strong auditor group does not, Repuos takes the

value of one; otherwise, it takes the value of 0. The other variables in Table 2 have been
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described in the research design.

Table 2 Descriptive Statistics of Auditor Group Characteristics

Variable Mean Media Std. Min Max 10% 90%
Local 0.667 1.000 0.476 0.000 1.000 0.000 1.000
Localb 0.500 0.500 0.505 0.000 1.000 0.000 1.000
Localt 0.292 0.000 0.459 0.000 1.000 0.000 1.000
Localob 0.208 0.000 0.410 0.000 1.000 0.000 1.000
Localos 0.167 0.000 0.377 0.000 1.000 0.000 1.000
Repu 0.250 0.000 0.438 0.000 1.000 0.000 1.000
Repub 0.125 0.000 0.334 0.000 1.000 0.000 1.000
Reput 0.021 0.000 0.144 0.000 1.000 0.000 0.000
Repuob 0.104 0.000 0.309 0.000 1.000 0.000 1.000
Repuos 0.125 0.000 0.334 0.000 1.000 0.000 1.000
Bal 0.469 0.495 0.262 0.025 0.994 0.113 0.861

Note: In the 47 merger events, 38 mergers involve two parties and nine mergers involve three parties. There
are 103 (38*2+9*3) auditor groups. Because focus is only put on the interaction between the strong and the
weak auditor groups, the 103 auditor groups form 56 (38+2*9) auditor group pairs. After eliminating the
auditor group pairs that do not exist before or after the merger, 48 auditor group pairs are finally obtained.

As shown in Table 2, the mean value of Local is 0.667, which means that two thirds of
the auditor group pairs have a strong regional difference between the strong auditor group
and the weak auditor group. The mean values of Localt, Localob, and Localos are 0.292,
0.208, and 0.167, respectively. This result suggests that 43.78% (0.292/0.667) of the
regional difference in the auditor group pair comes from the strong locality of the strong
auditor group and the weak auditor group: 31.18% (0.208/0.667) comes from the single
strong locality of the strong auditor group, and 25.04% (0.167/0.667) comes from the single
strong locality of the weak auditor group. Overall, approximately 74.96% (43.78% +
31.18%) of the regional difference in the auditor group pair comes from the strong locality
of the strong auditor group. With regard to reputation, the mean value of Reput is 0.021.
This suggests that the proportion of bad reputation for the strong and the weak auditor
groups is very low in the auditor group pair. Meanwhile, the mean values of Repuob and
Repuos are 0.104 and 0.125, respectively, which indicate that the reputation of the strong
auditor group is better than that of the weak group. The mean value of Bal is 0.469, which
indicates that the firm scale of the strong auditor group is about two times that of the weak
group. The maximum and minimum values of Bal are 0.994 and 0.025, respectively. It can
be seen that there are well-matched and over-matched auditor group pairs.

Table 3 provides the descriptive statistics of the client-pair variables. I winsorise all of
the continuous client variables used to construct the client-pair variables at the 1% and 99%

levels to mitigate the effects of outliers. Then, I use the winsorised client variables to
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calculate the client-pair variables and use the same method to control for the effect of

extreme values of the client-pair variables on the results.

Table 3 Descriptive Statistics of Client Pair Characteristics

Post=1 Post=0 Mean Test Media Test

Variable Mean Media  Std. Mean Media  Std. T-Stat. Z-Stat.
Ta _dif 0.093 0.070 0.081 0.107 0.083 0.093  17.22%**  ]5.03%**
Da_dif 0.095 0.073 0.083 0.109 0.085 0.093 16.23%** ][4 57***
Ta_min -0.048 -0.037 0.076 -0.063 -0.052 0.084 -20.23*** 2D DR***
Da_min -0.069 -0.054 0.081 -0.084 -0.072 0.087 -18.51%*** .2].74%**
Size_dif 1.207 0965 0972 1.197 0988 0.922 -1.09 1.33
Size_min 20.905 20.864 0.795 20.828 20.803 0.798 -10.05%***  -11.15%**
Lev_dif 0246 0204 0.195 0254 0.207 0.206 4, 15%** 2.57%*
Lev_min 0.309 0297 0.176 0355 0355 0.177 26.48***  26.61***
Cfo_dif 0.093 0.071 0.082 0.102 0.078 0.088  10.68*** 9.43%**
Cfo_mins 0.005 0.012 0.066 0.008 0.016 0.074 4.47%** 6.97%**
Loss_dif 0.263 0.000 0.440 0.289 0.000 0.453 5.83%** 5.83%%*

Loss_mins 0.027 0.000 0.162 0.034 0.000 0.181 4.05%** 4.05%**
Drev_dif 0.235 0.143 0357 0257 0.162 0.315 6.91%%*  10.87%**
Drev_min -0.007 0.014 0.156 0.013  0.031 0.160  13.30***  14.18***

Age_dif 1.073 0.838 0.843 0910 0.713 0.735 -21.17*** -17.46%**
Age mins 2268 2.000 0.854 2450 2449 0.798  22.61*** 24 78%**
Grw_dif 0260 0.179 0.299 0.288  0.177 0.405 8.14%** 0.21

Grw_min -0.055 0.025 0.325 -0.063 0.053 0.445  -235%%*  ]12.68%**
Curr_dif 2507 1.053 3.661 1.841 0.763 3.066 -20.3*** .23 98***
Curr_min 1413 1.132  1.105 1.146 1.008 0.768 -28.99*** .20 7]***

Rece_dif 0.092 0.074 0.076  0.093 0.074 0.078 1.16 0.54

Rece_min 0.063 0.051 0.053 0.063 0.049 0.056 0.19 -2.86%%*
Stor_dif 0.101  0.077 0.091 0.109 0.085 0.092 8.Q7*** 9.65%**
Stor_min 0.109 0.098 0.069 0.106 0.093 0.069  -4.3%*** -5.58%**

Tenure_dif 0994 0.822 0.770 0.941 0.822 0.685  -7.46%**  379%**
Tenure min ~ 1.736 1414 0.634 1.820 1.732 0.642 13.63***  1590%**

Note: There are 21,247 pre-merger client-pair observations and 21,181 post-merger client-pair observations.

As shown by Table 3, the mean values of Ta_dif and Da_dif are 0.107 and 0.109,
respectively, before the merger. After the merger, the mean values of 7a_dif and Da_dif are
0.093 and 0.095, respectively. The median values of 7a_dif and Da_dif are 0.083 and 0.085,
respectively, before the merger. After the merger, the median values of 7Ta_dif and Da_dif are
0.070 and 0.073, respectively. Moreover, the results of the mean and median test suggest
that the difference between the pre-merger period and the post-merger period is significantly

greater than zero at the 1% level. This suggests that the accruals comparability of two clients
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audited by different auditor groups significantly increases after the merger when compared
to the comparability before the merger. In addition, there are some differences in other
characteristics of the client pairs between the pre-merger period and the post-merger period.
I also conduct an analysis of the Pearson correlations between the main variables in the
study. The results show that the correlation between the test variables and the control
variables is very low. The variance inflation factor of the test and control variables is less

than 10. This shows that there is no collinearity problem in my model.
6.2 Empirical Results

Table 4 provides the empirical multi-factor results of inter-group interaction. As shown
by Table 4, regardless of whether the dependent variable is 7a_dif or Da_dif, the coefficient
of Post is significantly less than zero at the 1% level. This shows that, without considering
the locality, reputation, and balance of the auditor group, compared to the pre-merger period,
auditor groups coordinate to a certain extent in the post-merger period and improve the
financial statement comparability of clients audited by different auditor groups. Then, I
further examine the effect of the characteristics of the auditor group. When the dependent
variable is TA_dif, the coefficients of Localb*Post, Repub*Post, and Bal*Post are 0.013,
0.015, and 0.022, respectively. When the dependent variable is Da dif, the coefficients of
Localb*Post, Repub*Post, and Bal*Post are 0.012, 0.012, and 0.018, respectively. These
coefficients are all significantly greater than zero at the 1% level. This shows that the
financial statement comparability of two clients audited by different groups after the merger
is negatively related to the locality of the strong auditor group and the balance between the
strong and weak groups before the merger. Meanwhile, the reputation of the strong auditor
group before the merger has a positive effect on the financial statement comparability of two
clients audited by different groups after the merger. The results support hypotheses 1, 2, and
3.

The Post results in Table 4 also provide direct empirical evidence for the effect of
China’s policy-oriented audit firm mergers. The results show that China’s audit firm mergers
have a synergistic effect to a certain extent. In addition, the results of the F test indicate that
when the dependent variable is 7a_dif, the coefficients of Post+Repub*Post and
Post+Localb*Post are significantly less than zero at the 1% level. Meanwhile, the
coefficient of Post+Bal*Post is less than zero, but it is not statistically significant. When the
dependent variable is Da_dif, 1 obtain similar results. This suggests that when I control for
the locality, reputation, and balance of the auditor group, the audit firm merger has no
negative impact on the comparability of clients’ financial statements.

As shown by Table 4, when the dependent variable is Ta_dif, the coefficients of Post
and Localb*post are -0.023 and 0.013, respectively. This suggests that the comparability of
clients’ financial statements is reduced by about 56.5% (=0.013/-0.023) due to the locality of
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the auditor group. Similarly, under the same conditions, the comparability of clients’
financial statements is reduced by about 65.2% (=0.015/-0.023) due to the reputation of the
auditor group and by about 95.7% (=0.022/-0.023) due to the balance of the auditor group.
The effect of the inter-group interaction on the comparability of clients’ financial statements

is very important in the economic sense.

Table 4 Results of Multiple Factors of Inter-group Interaction

Ta dif Da dif

Variable Coef. T-stat. Coef. T-stat.
Intercept -0.072%** -7.44 -0.377%** -36.67
Post -0.023*** -26.53 -0.021%** -24.11
Localb*Post 0.013%** 15.16 0.012%** 14.83
Repub*Post 0.015%** 10.98 0.012%** 8.74
Bal*Post 0.022%** 11.12 0.018%** 9.25
Ta_mins -0.919%*** -158.97
Da_mins -0.953#** -171.65
Size dif 0.001%** 2.89 0.006%** 16.51
Size min 0.008*** 16.78 0.021%** 41.65
Lev dif -0.018*** -1.70 -0.020%** -8.60
Lev_min -0.087*** -27.24 -0.088*** -28.21
Cfo_dif -0.060%*** -11.88 -0.096%** -19.04
Cfo_mins -0.759%** -108.16 -0.746%** -110.19
Loss _dif -0.028*** -35.67 -0.026%** -34.41
Loss_mins -0.077*** -46.40 -0.079%** -46.00
Drev_dif 0.024*** 14.19 0.026%** 15.68
Drev_min 0.045%** 14.64 0.061%** 19.70
Age dif 0.002%** 4.56 0.002%** 4.60
Age mins -0.004*** -6.07 -0.001** -2.09
Grw _dif 0.036%** 13.89 0.037%** 14.59
Grw_min 0.040%** 14.61 0.043%** 15.58
Curr_dif -0.000** -2.53 -0.001 *** -4.66
Curr_min 0.002%** 5.76 0.003%** 7.36
Rece_dif 0.019%** 5.02 0.021%** 5.62
Rece min -0.004 -0.69 0.009%* 1.75
Stor_dif 0.027%** 9.28 0.033%** 11.22
Stor_min 0.077%** 16.65 0.081%** 18.09
Tenure_dif -0.001 -1.21 -0.001* -1.90
Tenure_min -0.003*** -5.66 -0.003*** -4.97
N 42,428 42,428
R’ 0.59 0.61

Note: In Table 4, Ta dif and Da_dif are dependent variables which measure the financial statement
comparability of two clients in the client pair. The explanatory variables are Localb*Post, Repub*Post, and
Bal*Post. Localb, Repub, and Bal measure the locality, reputation, and balance of the strong auditor group,
respectively. Post is a dummy variable. If the client pair is in the post-merger period, Post takes the value of
1. In Table 4, the OLS model is established and the research period is three years before and after the
merger. The first year after the merger is defined as year T+1. I also control for the fixed effects of the
industry and year. The results are not shown to save space. In addition, standard errors of the regression are
clustered at the annual client level. ***, ** and * represent significance at less than 1, 5, and 10 per cent,
respectively.
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Table 5 Results of the Single Factor of Inter-group Interaction

Ta dif Da_dif

Variable Coef. T-stat. Coef. T-stat. Coef. T-stat. Coef. T-stat. Coef. T-stat. Coef.

T-stat.

Intercept  -0.066*** -6.81 -0.062*** -6.43 -0.065*** -672 -0.369*** -3590 -0.365*** -3548 -0.368*** -35.78

Post -0.013*** -20.40 -0.011*** -18.14 -0.020*** -23.76 -0.013*** -19.88 -0.010*** -16.92 -0.018*** -21.05
Localb*Post 0.011%** 14,19 0.011*** 14,17

Repub*Post 0.017*** 12.79 0.012*** 972

Bal*Post 0.031%*%* 16.76 0.025*** 13.98
Ta_mins -0.913*%** _157.61 -0.914***-157.51 -0.914***-158.33

Da_mins -0.947***-170.88 -0.946***-170.30 -0.947***-171.13
Size_dif 0.001** 2.05 0.001** 236 0.001** 2.35  0.005*** 1577  0.005*** 1596 0.005*** 16.00
Size_min 0.007*** 1590 0.007*** 1592  0.007*** 16.02  0.021*** 40.83 0.020%** 40.63  0.021*** 40.81
Lev_dif -0.016*%**  -6.94 -0.018*** -7.56 -0.017*** -7.35 -0.018*** -798 -0.019*** -843 -0.019*** -8.32

Lev_min -0.083*** -26.30 -0.085%** -26.57 -0.083*** -26.22 -0.085*** -27.46 -0.086*** -27.49 -0.085%** -27.30
-0.054*** -10.67 -0.056*** -11.09 -0.056*** -11.00 -0.091*** -18.05 -0.092*** -18.25 -0.092*** -18.26
Cfo_mins  -0.753***%-106.99 -0.756***-107.11 -0.754***-107.27 -0.741**%*-109.47 -0.742%**-109.35 -0.741***-109.55
Loss_dif -0.027*** 3539 -0.027*** -3496 -0.028*** -3551 -0.026%** -34.16 -0.026*** -33.69 -0.026%** -34.18
Loss _mins -0.077*** -46.22 -0.077*** -4593 -0.077*** -46.51 -0.078*** -4586 -0.078*** -4557 -0.079*** -46.02

Cfo_dif

Drev_dif 0.024***  13.67 0.024*** 13.69  0.024*** 13.81  0.026*** 1524 0.026*** 15.18 0.026*** 1532
Drev_min  0.045%%* 1454 0.047*** 1508 0.045*** 14.68 0.061*** 19.61 0.062*** 20.04 0.061*** 19.75
Age dif 0.002*** 455 0.002*%** 310 0.002*¥**  3.55  0.002*** 463 0.002*** 324  0.002***  3.60
Age mins  -0.003*** 550 -0.004*** -736 -0.005*** -8.00 -0.001 -1.58  -0.002%**  -335 -0.002%** -3.89
Grw_dif 0.036*** 13.80 0.036*** 13.52  0.036*¥** 13.80  0.037*** 14.52  0.037*** 14.27 0.037*** 1448
Grw_min 0.041*** 1456 0.039*%** 14.04 0.040*** 14.41  0.043*** 1553 0.041*¥** 15.05 0.042*** 1534
Curr dif  -0.000*** -338 -0.001*** -472 -0.000%** -297 -0.001*** -535 -0.001*** -6.65 -0.001*** -518
Curr_min ~ 0.002%%* 473  0.002*** 392  0.002*** 515 0.003*** 649 0.002*** 564 0.003*** 6.71
Rece_dif 0.019*** 520 0.017*** 444 0.017*** 441 0.021*** 577 0.018*** 502 0.018*** 499
Rece_min  -0.005 -0.85 -0.010%* -1.88  -0.008 -1.43  0.009 1.61  0.003 0.60  0.005 0.97
Stor_dif 0.028*** 945 0.029%** 972  0.027*** 895  0.033*** 1137 0.034*** 11.57 0.032*** 10.96
Stor_min 0.073*** 1577 0.076*** 16.35 0.078*** 16.95 0.077*** 17.36 0.080*** 17.84 0.082*** 1838
Tenure_dif -0.001 -1.15 -0.000 -0.74  -0.000 -0.19  -0.001* -1.89  -0.001 -1.42 -0.000 -0.98
Tenure_min -0.002*** -439 -0.002*** -3.66 -0.002*** -2.95 -0.002*** -3.96 -0.002*** -3.00 -0.001** -2.47
N 42,428 42,428 42,428 42,428 42,428 42,428

R’ 0.59 0.59 0.59 0.61 0.61 0.61

Note: In Table 5, Ta_dif and Da_dif are dependent variables which measure the financial statement comparability of two
clients in the client pair. The explanatory variables are Localb*Post, Repub*Post, and Bal*Post. Localb, Repub, and Bal
measure the locality, reputation, and balance of the strong auditor group, respectively. Post is a dummy variable. If the
client pair is in the post-merger period, Post takes the value of 1. In Table 5, the OLS model is established and the
research period is three years before and after the merger. The first year after the merger is defined as year T+1. I also
control for the fixed effects of the industry and year. The results are not shown to save space. In addition, standard errors
of the regression are clustered at the annual client level. *** ** and * represent significance at less than 1, 5, and 10 per
cent, respectively.

In order to avoid the mutual influence of the test variables, I test the influence of one
factor at a time. The results are shown in Table 5. As shown by Table 5, whether the
dependent variable is 7a_dif or Da_dif, the coefficients of Localb*Post, Repub*Post, and
Bal*Post are still significantly greater than zero at the 1% level. This provides further

empirical evidence for the hypotheses.
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Table 6 Results of the Inter-group Interaction in Different Measurement Methods

Square Root of Total Assets Total Assets Natural Logarithm of Total Revenue

Ta _dif Da_dif Ta dif Da_dif Ta _dif Da_dif

Variable Coef. T-stat. Coef. T-stat. Coef. T-stat. Coef. T-stat. Coef. T-stat. Coef. T-stat.

Intercept -0.070%** 729 -0.376*** -36.56 -0.060*** -6.20 -0.363*** -3538 -0.072%** -7.47 -0.377*** -36.69
Post -0.021%** -26.24 -0.019*** -23.98 -0.023*** -18.80 -0.022*** -18.21 -0.023*** -26.63 -0.021*** -24.16
Localb*Post 0.011*%** 1236 0.011%** 12,64 0.008*** 7.97 0.008%** 858 0.013*** 1499 0.012*** 14.69
Repub*Post 0.015%** 11.82 0.012*%** 943 0.019*** 13.04 0.015%** 10.49 0.015*** 1098 0.012*** 878
Bal*Post 0.021*** 11.39  0.017*** 944  0.023*** 1296 0.021*** 11.86 0.022*** 11.19 0.018***  9.24
Ta mins -0.919***-158.66 -0.916%**-157.93 -0.919***-158.89

Da_mins -0.952%**-171.51 -0.948***-170.64 -0.953***-171.66
Size_dif 0.001*** 281 0.006*** 16.46 0.001** 224 0.005%**% 1587 0.001*** 292  0.006*** 16.54
Size_min 0.008*** 16.61  0.021*** 41.54 0.007*** 15.63 0.020*** 40.48 0.008*** 16.80 0.021*** 41.66

Lev_dif -0.018*** 7,69 -0.019%** -859 -0.017*** -7.52 -0.019*** -835 -0.018*** -7.69 -0.020%¥** -8.59
Lev_min -0.086*** -27.14 -0.088*** -28.13 -0.085*** -26.54 -0.086*** -27.42 -0.087*** -27.23 -0.088*** -28.20
Cfo_dif -0.060*** -11.81 -0.096*** -18.97 -0.057*** -11.31 -0.093*** -18.42 -0.060*** -11.88 -0.096*** -19.04

Cfo_mins ~ -0.759**%*-108.03 -0.745***-110.08 -0.756***-107.31 -0.742*%*-109.44 -0.759***-108.18 -0.746***-110.20
Loss_dif -0.028*** 3571 -0.026*** -34.44 -0.027*** -3543 -0.026%** -34.12 -0.028*** -35.68 -0.026%** -34.41
Loss_mins  -0.077%** -46.52 -0.079*** -46.07 -0.077*** -46.40 -0.079*** -45.97 -0.077*** -46.41 -0.079*** -46.00
Drev_dif 0.024*** 14,15  0.026*** 15.62 0.024*** 13.87 0.026*** 1532 0.024*** 1420 0.026%** 15.68
Drev_min 0.046*** 1479  0.061*** 19.81 0.046*** 15.01 0.062*** 1998 0.045*** 14.65 0.061*** 19.70
Age dif 0.002*** 4,61 0.002*** 467 0.002*** 371 0.002***  3.83 0.002*** 457 0.002***  4.61
Age mins  -0.003*** -5.85 -0.001* -1.87 -0.004*** -637 -0.001**  -2.36 -0.004*** -6.09 -0.001**  -2.10
Grw_dif 0.036%** 13.89  0.037*** 14.60 0.036*** 13.65 0.037*** 1437 0.036*** 13.89 0.037*** 14.59
Grw_min 0.040*** 14,60 0.043*** 1557 0.040%** 1431 0.042*** 1529 0.040*** 14.62 0.043*** 15.58
Curr_dif -0.000*** 279 -0.001*** -486 -0.000%** -3.96 -0.001*** -6.01 -0.000%*  -2.52 -0.001%** -4.65
Curr_min 0.002*** 550 0.003*** 715 0.002*** 443 0.002***  6.09 0.002*** 577 0.003*¥**  7.36
Rece _dif 0.018*** 487 0.020%** 550 0.017*** 442 0.018*** 502 0.019*** 503 0.021*%** 5.63
Rece_min  -0.005 -0.85  0.009 1.63 -0.009* -1.69  0.004 0.73 -0.004 -0.68  0.009* 1.76
Stor_dif 0.027*** 922 0.033*** [1.17 0.028***  9.56 0.033*** 11.42 0.027*** 927 0.033*** 11.22
Stor_min 0.077*** 16.62 0.080*** 18.05 0.077*** 16.63 0.081*** 18.00 0.077*** 16.66 0.081*** 18.09

Tenure _dif -0.001 -1.12° -0.001* -1.85 -0.000 -1.04 -0.001%* -1.76  -0.001 -1.19  -0.001* -1.89
Tenure _min -0.003*** -5.58 -0.003*** -493 -0.003*** -4.92 -0.002*** -423 -0.003*** -562 -0.003*** -4.94
N 42,428 42,428 42,428 42,428 42,428 42,428

R’ 0.59 0.61 0.59 0.61 0.59 0.61

Note: In Table 6, Ta_dif and Da_dif are dependent variables which measure the financial statement comparability of two
clients in the client pair. The explanatory variables are Localb*Post, Repub*Post, and Bal*Post. Localb, Repub, and Bal
measure the locality, reputation and balance of the strong auditor group, respectively. Post is a dummy variable. If the
client pair is in the post-merger period, Post takes the value of 1. In Table 6, the OLS model is established and the
research period is three years before and after the merger. The first year after the merger is defined as year T+1. I also
control for the fixed effects of the industry and year. The results are not shown to save space. In addition, standard errors
of the regression are clustered at the annual client level. *** ** and * represent significance at less than 1, 5, and 10 per
cent, respectively.

In the above analysis, I use the natural logarithm of the client’s total assets to measure
auditor group size. Then, this measurement is used to distinguish between the strong and the
weak auditor groups and to measure the balance between auditor groups. In order to further
verify the robustness of the results, I use the square root of total assets, the total assets, and

the natural logarithm of the total revenue, respectively, to measure auditor group size. The
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sample period begins from 1998. The mandatory disclosure of audit fees began in 2003, but
many listed companies do not disclose their audit fees in accordance with the regulatory
requirements. Therefore, in order to avoid the loss of a large number of samples, I do not use
audit fee data to measure auditor group size. The results are shown in Table 6. The

measurement method for auditor group size does not affect the empirical results. In addition,

Table 7 Results of the Inter-group Interaction in Different Periods

(T-2, T+3) (T-1, T+3)
Ta dif Da_dif Ta dif Da_dif

Variable Coef. T-stat. Coef. T-stat. Coef. T-stat. Coef. T-stat.
Intercept -0.075%**%* 728 -0.375%*%* _3388 -0.090*** _8.15 -0.388*** .3247
Post -0.024%*** .26.95 -0.022*** 2465 -0.020*** -19.69 -0.018*** -18.39
Localb*Post 0.013*** 1513  0.012*** 1470 0.012*** 14.60 0.012*** 14.38
Repub*Post  0.014*** 968  0.010*** 7.01 0.015*** 10.84 0.011***  8.05
Bal*Post 0.020%** 10.36 0.016*** 845 0.014*** 802 0.010¥** 6.23
Ta_mins -0.918***-144.97 -0.913***-130.83
Da_mins -0.949***.156.01 -0.946***-142.30
Size_dif 0.001** 2.09 0.005*** 1427 0.001* 1.73  0.005*** 12.63
Size_min 0.008*** 16.00 0.021*** 3842 0.009%** 1620 0.021*** 36.54
Lev_dif -0.017***  .6.56 -0.018*** _7.06 -0.017*** -6.27 -0.018*** _6.83
Lev_min -0.088*** 2514 -0.087*** 2532 -0.090*** -23.64 -0.090*** -23.72
Cfo_dif -0.052*** 971 -0.086*** -15.86 -0.058*** _9.60 -0.088*** -14.47
Cfo_mins -0.751**%*-100.25 -0.734***-101.29 -0.741*** _88.88 -0.728*** -89.07
Loss_dif -0.027*** 3225 -0.026*** -31.44 -0.027*** -28.89 -0.026*** -28.16
Loss _mins  -0.080%** -43.63 -0.082*** -43.85 -0.079*** -38.53 -0.081*** -38.66
Drev_dif 0.023*** 1273 0.026%** 1437 0.018*** 935 0.019%** 10.15
Drev_min 0.040*** 1215 0.056*** 1696 0.048*** 11.71 0.060%** 14.87
Age_dif 0.002*** 393  0.002*** 387 0.002*** 375 0.002*** 424
Age mins  -0.003*** -4.66 -0.001 -1.05 -0.002** -2.25 0.001 1.10
Grw_dif 0.038*** 1326  0.039%** 13.65 0.044*** 13.68 0.047*** 15.12
Grw_min 0.043*** 1408 0.045*** 1497 0.044*** 11.87 0.049%** 13.92
Curr_dif -0.000*** 374 -0.001*** -529 -0.001*** -6.70 -0.001*** -7.21
Curr_min 0.002*** 468 0.003*** 637 0.001** 292  0.002*%** 429
Rece_dif 0.029*** 703 0.031*** 756 0.042*** 912 0.043*** 95]
Rece_min 0.008 1.40  0.023*** 388 0.020%** 3,00 0.037*** 5,69
Stor_dif 0.027*** 836  0.032*** 999  0.024*** 696 0.030***  8.76
Stor_min 0.077*** 1551  0.083*** 17.01 0.072*** 1326 0.079%** 14.75

Tenure dif -0.000 -0.25  -0.000 -0.55 -0.001 -0.97 -0.000 -0.82
Tenure min -0.004*** -571 -0.003*** -505 -0.005%** -7.15 -0.004*** -6.10
N 36,743 36,743 30,181 30,181
R? 0.58 0.60 0.57 0.60

Note: In Table 7, Ta dif and Da_dif are dependent variables which measure the financial statement
comparability of two clients in the client pair. The explanatory variables are Localb*Post, Repub*Post, and
Bal*Post. Localb, Repub, and Bal measure the locality, reputation, and balance of the strong auditor group,
respectively. Post is a dummy variable. If the client pair is in the post-merger period, Post takes the value of
1. In Table 7, the OLS model is established. The research periods are two years before and three years after
the merger and one year before and three years after the merger. The first year after the merger is defined as
year T+1. I also control for the fixed effects of the industry and year. The results are not shown to save
space. In addition, standard errors of the regression are clustered at the annual client level. ***, ** and *
represent significance at less than 1, 5, and 10 per cent, respectively.
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I use the data of three years before the merger to measure the characteristics of the auditor
group in the above analysis. In order to avoid the impact of the research period on the
empirical results, I measure the characteristics of the auditor group using the data of two
years and one year before the merger. Accordingly, the period is shortened from three years
before and after the merger to two years before and three years after the merger and then
from two years before and three years after the merger to one year before and three years
after the merger. The related results are shown in Table 7. As shown by Table 7, the change
in the research period does not have a significant impact on the empirical results.

Regarding the control variables, when the dependent variable is Ta_dif or Da_dif, the
coefficients of Ta_mins, Da_mins, Lev_min, Cfo_min, Loss_dif, Loss_min, Rece _min,
Tenure_dif, and Tenu_min are significantly less than zero at the 10% level. Meanwhile, the
coefficients of Leverage, Drev_dif, Drev_min, Age_dif, Grw_dif, Grw_min, Curr_min, and
Stor_min are significantly greater than zero at the 10% level. The coefficients of Size dif,
Size_min, Cfo_dif, Age min, Curr_dif, Rece_dif, and Stor dif are either not statistically
significant or their directions are not consistent. Except for some control variables, the

results in Tables 5, 6, and 7 are consistent with the results in Table 4.
6.3 Robustness Test

In the above analysis, | measure financial statement comparability by total accruals,
including below-the-line items and discretionary accruals. Discretionary accruals are
calculated by the modified Jones model. In order to avoid the impact of the method used for
measuring financial statement comparability, 1 first measure financial statement
comparability by discretionary accruals calculated by the Jones model, the Jones model with
the intercept, and the modified Jones model with the intercept on the basis of total accruals,
including below-the-line items. Then, I use the total accruals before the below-the-line items
(Fta) to measure the comparability of clients’ financial statements. Finally, I measure
financial statement comparability by discretionary accruals calculated by the Jones model,
the modified Jones model, the Jones model with the intercept, and the modified Jones model
with the intercept on the basis of total accruals before the below-the-line items. In addition,
the one-digit industry classification is used for observations of clients to measure clients’
discretionary accruals according to the Guidelines for the Industry Classification of Listed
Companies published by the CSRC in 2001. After changing the comparability measurement
method, the empirical results do not change significantly and still support hypotheses 1, 2,
and 3.

I include Big 4 (or Big 5) mergers in the above analysis. In order to avoid the impact of
the systematic differences between the Big 4 audit firms and local Chinese audit firms on
the results, I exclude the three Big 4 (or Big 5) mergers and rerun the regression test for

Model 1. There is no significant change in the empirical results.
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There are 47 mergers, which include big audit firms and small audit firms, in the
research. In order to prevent the decisive effect of a single merger on the empirical results, |
remove one single merger every time to retest Model 1. The results still support hypotheses
1,2, and 3.

In the above analysis, I use the minimum values to measure the characteristics of client
pairs. In order to avoid the possible impact of measuring biases on the results, the average
values are used to measure the characteristics of client pairs to retest Model 1. The results
are consistent.

I re-examine the dependent variables of the model and find that the dependent variables
are all greater than zero and will not lead to a biased OLS estimator. I also conduct a
robustness test using the Tobit model, and the empirical results do not change.

To ensure the robustness of the results, I re-examine Model 1 for the two years before
(t-2, t-1) and the two years after (t+1, t+2) the merger and then further shorten the period to
one year prior to the merger (t—1) and one year after the merger (t+1). I find that the locality,
reputation, and balance results do not change significantly. 1 also consider a further
extension of the period during the study. However, the longer the period of investigation is,
the greater the difficulty in determining the auditor group. This results in the loss of a large
number of samples and influences the robustness of the results.

In the samples, there are very few cases that experienced another merger in the three
years before or after a merger. In order to maintain the integrity of the merger event, I do not
delete this kind of special cases. For example, A and B merged into C in 2006. For this
merger event, the year T+1 is 2006 and the year T+2 is 2007. If C and D merged into E in
the year T+3 (2008), then I do not include the year T+3 (2008) in the study period for the
merger event A+B=C. For the merger event of C+D=E, the year T+1 is 2008, the year T-1 is
2007, and the year T-2 is 2006. As C does not exist in the year T-3 (2005), I do not include
the year T-3 (2005) in the study period. For the robustness test, I delete the second merger
events that occurred within three years of the first merger. The results do not change

significantly.
6.4 Further Discussion

Since the strong auditor group plays a leading role in inter-group interaction, I pay
more attention to inter-group interaction from the perspective of the strong auditor group.
Although the weak auditor group is in a passive position, its role in inter-group interaction
cannot be ignored. Does the locality and reputation of the weak auditor group influence the
inter-group interaction and the comparability of clients’ financial statements? Are the
directions of their influence consistent with the strong auditor group? The answers to these
two questions will clarify the role of inter-group interaction in the production of clients’

financial statements. I first consider the locality of the weak auditor group. Due to the
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Table 8 Results of Locality from the Perspective of the Weak Group

Ta dif Da_dif

Variable Coef. T-stat. Coef. T-stat.
Intercept -0.066*** -6.31 -0.360%** -32.07
Post -0.025%** -14.30 -0.024*** -14.03
Localob*Post 0.009%** 5.80 0.008*** 5.10
Localos*Post 0.002 1.36 0.003* 1.90
Repub*Post 0.015%** 10.28 0.013%** 8.92
Bal*Post 0.025%** 10.06 0.022%** 9.19
Ta_mins -0.918%** -151.11
Da_mins -0.947%** -162.30
Size_dif 0.001** 2.48 0.005%** 14.73
Size_min 0.007%** 14.87 0.020%** 36.72
Lev_dif -0.014%** -5.98 -0.015%** -6.28
Lev_min -0.078*** -24.00 -0.079%** -24.37
Cfo_dif -0.059%** -11.15 -0.095%** -18.21
Cfo_mins -0.740%** -100.04 -0.729%** -102.28
Loss_dif -0.028*** -33.33 -0.027%** -32.27
Loss _mins -0.077%** -41.16 -0.079%** -40.77
Drev_dif 0.017%** 10.50 0.020%** 11.96
Drev_min 0.038%** 11.87 0.053%** 16.11
Age dif 0.002%** 3.27 0.002%** 3.55
Age mins -0.005%** -7.74 -0.002%** -3.19
Grw_dif 0.039%** 13.39 0.041%*** 14.40
Grw_min 0.043%** 14.39 0.04 7% 15.67
Curr_dif -0.000 -1.23 -0.000%** -3.40
Curr_min 0.002%** 5.43 0.003%** 7.34
Rece_dif 0.015%** 3.55 0.017%** 4.34
Rece_min -0.005 -0.85 0.006 1.09
Stor_dif 0.034%** 11.01 0.040%** 12.79
Stor_min 0.085%** 17.23 0.087%** 18.20
Tenure_dif -0.001 -1.57 -0.001*** -2.69
Tenure_min -0.002%** -3.21 -0.002%** -3.32
N 35,929 35,929
R? 0.60 0.61

Note: In Table 8, Ta dif and Da_dif are dependent variables which measure the financial statement
comparability of two clients in the client pair. The explanatory variables are Localob*Post, Localos*Post,
Repub*Post, and Bal*Post. Localob and Localos measure the locality of the strong and weak auditor groups
in the client pair. Repub measures the reputation of the strong auditor group. Bal measures the inter-group
balance in the client pair. Post is a dummy variable. If the client pair is in the post-merger period, Post takes
the value of 1. In Table 8, the OLS model is established. Samples with strong locality of the strong and
weak groups are not included. The research period is three years before and after the merger. The first year
after the merger is defined as year T+1. I also control for the fixed effects of the industry and year. The
results are not shown to save space. In addition, standard errors of the regression are clustered at the annual
client level. *** ** and * represent significance at less than 1, 5, and 10 per cent, respectively.
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differences in the mode of communication, the locality of the weak auditor group will also
lead to communication barriers with the strong auditor group. Meanwhile, the locality of the
weak auditor group enhances the inter-group boundaries and increases conflict with the
strong auditor group. In this case, the audit styles of different auditor groups are difficult to
coordinate and the financial statement comparability of clients audited by different groups is
low. Therefore, the impact direction of the locality of the weak auditor group on inter-group
interaction is consistent with that of the strong auditor group. However, the impact direction
of the reputation of the weak auditor group on inter-group interaction is opposite to that of
the strong auditor group. When the weak auditor group has a bad reputation, the group
members will weaken or even abandon their original group identity in order to improve their
positive self-perception, which reduces the bias of the weak group against the strong group
to a certain extent, decreasing the inter-group conflict. In this case, the audit styles of
different groups are easy to coordinate with each other and the financial statement
comparability of clients audited by different groups is high.

Tables 8 and 9 show the empirical results of inter-group interaction from the
perspective of the weak group. In Table 8, I do not include samples with a strong locality of
the strong and weak groups. As shown by Table 8, no matter whether the variable is 7a_dif
or Da_dif, the coefficient of Localos is positive. Moreover, when the dependent variable is
Da_dif, the coefficient of Localos is significantly greater than zero at the 5% level. The
coefficient of Localob is still significantly greater than zero at the 1% level. In Table 9, I do
not include samples in which the strong and weak groups have a poor reputation. As shown
by Table 9, no matter whether the variable is 7a_dif or Da_dif, the coefficient of Repuos is
significantly less than zero at the 5% level. The coefficient of Repuob is still significantly
greater than zero at the 1% level. The results basically confirm the inference herein. In
Tables 8 and 9, I exclude the samples in which the strong and weak groups have strong
locality and a poor reputation, respectively, mainly to more clearly examine the impact of
the locality and reputation of the weak group. As mentioned before, if these samples are not
deleted, the results may be affected by the strong auditor group due to the leading role of
this group. On the other hand, excluding these samples also helps to see more clearly the
impact of the locality and reputation of the strong auditor group.

Second, I further consider the main effect of locality, reputation, and balance.
Compared to the post-merger period, there is no inter-group interaction within the
organisation before the merger. When I measure the locality, reputation, and balance, the
current year’s situation should be taken into account. Therefore, the pre-merger locality,
reputation, and balance are measured using the data of the current year and two years before
the merger. The related research results are shown in Table 10. As indicated in Panel A of
Table 10, no matter whether the variable is Ta_dif or Da_dif, the coefficients of Localb and

Repub are all negative in the pre-merger period. Although the coefficient of Bal is positive,
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Table 9 Results of Reputation from the Perspective of the Weak Group

Ta dif Da_dif

Variable Coef. T-stat. Coef. T-stat.
Intercept -0.077*** -7.93 -0.386%** -36.99
Post -0.022%%* -23.92 -0.019%*%* -20.62
Localb*Post 0.013%** 15.20 0.013%** 15.06
Repuob*Post 0.015%** 10.56 0.012%** 8.28
Repuos*Post -0.003%** -3.67 -0.006%** -5.98
Bal*Post 0.020%** 9.82 0.015%** 7.41
Ta_mins -0.919%** -157.98
Da_mins -0.954%** -170.90
Size dif 0.001%** 3.31 0.006*** 17.03
Size_min 0.008*** 17.18 0.021%** 41.89
Lev_dif -0.018%** -1.76 -0.020%** -8.68
Lev_min -0.087%%* -27.14 -0.088*%** -28.12
Cfo_dif -0.060*** -11.79 -0.096*** -18.96
Cfo_mins -0.759%%* -107.48 -0.746%** -109.57
Loss_dif -0.027%%* -35.39 -0.026%*** -34.17
Loss _mins -0.077*** -46.29 -0.079%** -45.93
Drev_dif 0.025%** 14.30 0.027%*** 15.79
Drev_min 0.046*** 14.71 0.061%** 19.64
Age dif 0.002%** 4.57 0.002%** 4.78
Age _mins -0.004*%** -5.92 -0.001* -1.78
Grw_dif 0.036%** 13.81 0.038%** 14.65
Grw_min 0.040%** 14.42 0.043%** 15.52
Curr_dif -0.000%** -2.59 -0.001 *** -4.64
Curr_min 0.002%** 5.67 0.003%** 7.35
Rece_dif 0.019%** 5.12 0.021%** 5.76
Rece_min -0.004 -0.74 0.009* 1.74
Stor_dif 0.027%** 9.14 0.032%** 11.08
Stor_min 0.076%** 16.44 0.080%*** 17.90
Tenure_dif -0.001 -1.41 -0.001%** -2.16
Tenure_min -0.003%%* -5.80 -0.003*** -5.00
N 42,072 42,072
R’ 0.59 0.61

Note: In Table 9, Ta dif and Da_dif are dependent variables which measure the financial statement
comparability of two clients in the client pair. The explanatory variables are Localb*Post, Repuob*Post,
Repuos*Post, and Bal*Post. Localb measures the locality of the strong auditor group in the client pair.
Repuob and Repuos measure the reputation of the strong auditor group and the weak auditor group,
respectively. Bal measures the inter-group balance in the client pair. Post is a dummy variable. If the client
pair is in the post-merger period, Post takes the value of 1. In Table 9, the OLS model is established.
Samples in which the strong group and the weak group have a poor reputation are not included. The
research period is three years before and after merger. The first year after the merger is defined as year T+1.
I also control for the fixed effects of the industry and year. The results are not shown to save space. In
addition, standard errors of the regression are clustered at the annual client level. ***, ** and * represent
significance at less than 1, 5, and 10 per cent, respectively.
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Table 10 Results of Comparative Analysis Before and After a Merger
Panel A: Results Before and After the Merger
Post=0 Post=1
(1) Ta_dif (2) Da_dif (3) Ta_dif (4) Da_dif

Variable Coef. T-stat. Coef. T-stat. Coef. T-stat. Coef. T-stat.
Intercept -0.092*** 629 -0.424*** 2811 -0.074*** -6.14 -0.356*** -27.89
Localb -0.001 -0.68 -0.001 -1.20  0.012%** 1495 0.012%** 1444
Repub -0.001 -0.87 -0.003* -1.89  0.016*%** 11.97 0.012%** 9.16
Bal 0.003 1.41 0.002 1.24 0.017*%** 899 0.014%** 7.43
Ta_mins -0.933*** -131.91 -0.911*%** -130.77
Da_mins -0.974*** -140.77 -0.937*** -139.97
Size dif 0.001** 2.57 0.007*** 13.80 0.000 0.87 0.004%** 9.97
Size_min 0.009*** 1246 0.023*** 3242 0.007*** 12.36 0.019***  31.53
Lev_dif -0.015%** 545 -0.014*** 520 -0.019*%** -7.08 -0.024***  -8.86
Lev_min -0.086*** -20.86 -0.088*** -21.82 -0.082%** -21.06 -0.083*** -21.37
Cfo_dif -0.086*** -13.4 -0.128*** -20.63 -0.036*** -6.25 -0.066%** -11.82
Cfo_mins -0.799***  97.56 -0.788*** -99.10 -0.711*** -9470 -0.698*** -94.70
Loss_dif -0.030*** -26.03 -0.028*** -2529 -0.025*** -2530 -0.024*** -24.40
Loss_mins  -0.079*** -30.52 -0.080*** -31.62 -0.075*** -31.01 -0.077*** -32.37
Drev_dif 0.035%**  19.66 0.038*** 21.99 0.016%¥** 11.68 0.017*** 12.89
Drev_min 0.046%**  12.18 0.059*** 1599 0.049*** 12.89 0.068***  17.93
Age dif 0.004*** 513 0.004*** 485 0.001 1.20 0.001 1.59
Age mins  -0.004*** 43  -0.002%%* -2.10 -0.002***  -3.45 0.000 0.28
Grw_dif 0.035*** 10.7  0.034*** 10.52 0.036*** 1293 0.039***  13.96
Grw_min 0.042*** 12,87 0.043*** 1328 0.034*** 10.85 0.036*** 11.85
Curr_dif 0.000* 1.66 -0.000* -1.88 -0.001***  -499 -0.001***  -43]
Curr_min 0.006***  7.89 0.007*** 946 0.001** 2.12  0.001%** 2.40
Rece_dif -0.009* -1.66 -0.008 -1.52° 0.047*** 972 0.049%**  10.22
Rece_min  -0.020** -2.39 -0.006 -0.78 0.018** 242  0.031*** 421
Stor_dif 0.029*** 6,16 0.033*** 729 (0.025***  6.09 0.031*** 7.68
Stor_min 0.081*** 12,19 0.084*** 1293 0.067*** 11.76 0.072***  12.83
Tenure dif  -0.002** -2.44 -0.003***  -445 0.000 0.57 0.001 1.29
Tenure min -0.003*** 319 -0.003*** -3.99 -0.005*** -7.32 -0.004*** 554
N 21,247 21,247 21,181 21,181
R’ 0.58 0.60 0.60 0.62
Panel B: The Difference Analysis Before and After the Merger

3)-@ -2

Variable T-stat. Coef. T-stat. Coef.
Localb 0.013%** 10.22 0.013%** 10.36
Repub 0.017%** 8.54 0.015%** 7.49
Bal 0.014*** 5.71 0.012%** 4.83

Note: In Table 10, Ta_dif and Da_dif are dependent variables. The OLS model is established. The research
period is three years before and after the merger. I also control for the fixed effects of industry and year.
The results are not shown to save space. In addition, standard errors of the regression are clustered at the
annual client level. ***, ** and * represent significance at less than 1, 5, and 10 per cent, respectively.



158 Cao

it has a small value and is not statistically significant. After the merger, the coefficients of
Localb, Repub, and Bal are significantly higher than zero at the 1% level. I further examine
the differences in the coefficients of Bal, Repub, and Localb before and after the merger
using the Z statistic constructed by Clogg et al. (1995). The test results are shown in Panel B
of Table 10 and indicate that the coefficients of Localb, Repub, and Bal are greater than zero
at the 1% level before and after the merger. In addition, I measure the pre-merger locality,
reputation, and balance using the data of the current year and one year before the merger and
the data of the current year and three years before the merger. The empirical results do not
change significantly. This further supports the hypotheses.

Third, I consider the alternative interpretation of the degree of marketisation and the
geographical location with respect to the results of my study. If the conclusion of the study
is caused by differences in the local market’s degree of marketisation, the locality will have
a positive effect on financial statement comparability because there are no significant
changes in the degree of local marketisation before and after the merger. Table 10 shows the
results of the comparison before and after the merger, which indicate that there is no
significant correlation between locality and financial statement comparability before the
merger. Therefore, the degree of marketisation cannot explain the research conclusions.
Also, compared to audit firms with a strong locality, audit firms with a weak locality have
branches in different regions of the country. Then, for the merger of audit firms with a weak
locality, the distribution of the auditors may be more extensive and the difference in
geographical location may be greater. Therefore, the differences in geographical location
cannot be a good explanation for the research conclusions. Finally, I focus on the auditor
group and the differences in inter-group characteristics. If the auditor group does not have
strong locality, I cannot identify the corresponding geographical location and the degree of
marketisation. The differences in geographical location and degree of marketisation between
auditor groups cannot be measured. Therefore, the geographical location and the degree of
marketisation cannot be introduced into the empirical model.

Fourth, I consider the problem of endogeneity. Under normal circumstances, a merger
is based on respective needs and voluntary choice. Related parties have the intention to
cooperate with each other to achieve the synergy effect. However, in the process of
substantive consolidation, the potential differences are likely to cause intense conflict. There
are a large number of cases of merger failures from the perspective of management practice.
The merger of audit firms is the same. As mentioned before, the merger of Hong Kong Ernst
& Young and Da Hua is based on the complementation of strategy and resources. Da Hua
can use Hong Kong Emst & Young’s experience in the international market, brand, and
technical support resources, and Hong Kong Ernst & Young can take advantage of Da
Hua’s excellent foundation in the domestic market. The merger is consensual. Related

parties are willing to coordinate and cooperate. However, in the process of substantive
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integration, the two parties have not shown good coordination and there has been serious
conflict. Therefore, a merger may not necessarily lead to synergy and does not necessarily
lead to conflict. Here, the endogeneity may not be a problem that requires major
consideration.

Finally, I consider the impact of audit team changes on the results of the research. Due
to the lack of public information on audit teams, I cannot accurately determine the situation
of audit team change. However, for the accumulation of client knowledge and the efficiency
of audits, audits are more likely to be done by the same audit team before and after a merger.
As a result, whether the audit style of an audit team will be changed in the short term needs
to be considered. The interviews conducted by Empson (2004) may provide some answers
to this question. The follow-up interviews in Empson’s study lasted 27 months, and a total
of 98 auditors were visited. Each auditor was interviewed twice, and the average length of
each interview was 90 minutes. Empson (2004) finds that the Sun firm transferred an
auditor to the original Moon firm after the merger. The auditor introduced Sun’s audit
methods and interpretation of accounting standards into the original Moon, and these
basically replaced Moon’s audit methods and interpretation of accounting standards within
one year of the merger. The audit team of the original Moon basically accepted these
changes and applied them in the audit process. At the same time, the auditor retained some
good audit practice methods of the original Moon and introduced them into Sun. Sun’s audit
team also accepted the change and used the imported methods in their audit process. The

interview study shows that the audit style of audit teams may change in the short term.

VIl. Conclusion

This paper examines the impact of inter-group interaction on the comparability of
clients’ financial statements on the basis of the merger events of Chinese audit firms. I find
that the financial statement comparability of two clients audited by different groups after a
merger is negatively related to the locality of the strong auditor group. The influence
direction of the locality of the weak auditor group does not change, but the degree of
influence is not statistically significant. Secondly, the financial statement comparability of
two clients audited by different groups after a merger is positively related to the reputation
of the strong auditor group. But the effect of the reputation of the weak auditor group is
opposite to that of the strong auditor group. Finally, I find that the financial statement
comparability of two clients audited by different groups after a merger is negatively related
to the balance of the auditor groups.

From a theoretical point of view, I focus on the group level that lies between the audit
organisation and auditor levels and extend the boundaries of the existing empirical audit

research. Moreover, 1 further clarify the internal influencing factors of the inter-group
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interaction and the role of inter-group interaction in the production of financial statement
comparability. From a practical point of view, corresponding management strategies can be
designed to reduce inter-group conflict and improve the quality of financial reporting on the
basis of understanding the factors that affect inter-group interaction. For example, according
to the contact hypothesis, managers can hold all sorts of activities to promote
communication and exchange among groups and enhance the mutual understanding of
different groups. Managers can also emphasise shared organisational goals and
organisational identity and encourage auditors to consider the problem from the perspective
of the organisation and protect the organisation’s interests. For conflicts caused by the
balance between groups, managers should design a mechanism of interest distribution and
an incentive system to reduce inter-group conflict.

The research on inter-group interaction is important for the study of the theory of
auditor behaviour. However, there are many difficulties in the process of relevant research.
One of the biggest challenges is how to effectively identify the auditor groups in an
organisation. Although I have made a preliminary attempt to examine this aspect, the current
recognition method has certain limitations. I have examined inter-group interaction in the
context of organisational change. The differentiation of groups is not in the organisation but
in the major organisational change. In future research, I will look for other methods of
identifying auditor groups to make up for the shortcomings of the existing methods. In
addition, although I have examined the balance of auditor groups, I have paid more attention
to the balance in terms of size. The balance of power structure may have a greater impact on
inter-group interaction. To address these problems, further improvements and research are
still needed.

“Open Access. This article is distributed under the terms of the Creative Commons
Attribution License which permits any use, distribution, and reproduction in any medium,
provided the original author(s) and the source are credited.”
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Appendix 1 Variable Definitions

Panel A: Dependent Variables

Ta_dif

Da_dif

The absolute value of the difference between two clients’ total accruals in the client
pair. Total accruals are calculated as the difference between net income and cash
flows from operations, scaled by the beginning total assets.

The absolute value of the difference between two clients’ discretionary accruals in
the client pair. The modified cross-sectional Jones model is used to estimate
clients’ discretionary accruals in the same year and the same industry.

Panel B: Independent Variables

Localb*Post The product of Localb and Post. Localb is a dummy variable. If the proportion of

Repub*Post

Bal*Post

the sum of natural logarithm of clients’ total assets audited by the strong auditor
group in a province, municipality, or autonomous region to the sum of the natural
logarithm of all clients’ total assets audited by the strong auditor group exceeds
50%, and meanwhile the proportion does not exceed 50% for the weak group in the
three years before the merger, then compared with the weak auditor group, the
strong auditor group has strong locality and Localb takes the value of 1; otherwise,
Localb takes the value of 0. Post is also a dummy variable. If the client pair is in
the post-merger period, Post takes the value of 1; otherwise, it takes the value of 0.

The product of Repub and Post. Repub is a dummy variable. If the strong auditor
group was punished by the CSRC in the three years before the merger, then Repub
take the value of 1; otherwise, it takes the value of 0.

The product of Bal and Post is measured by the ratio of the sum of the natural
logarithm of all clients’ total assets audited by the weak auditor group to the sum of
the natural logarithm of all clients’ total assets audited by the strong auditor group
in the three years before the merger.

Panel C: Control Variables

Ta_min
Da_min
Size _dif
Size_min
Lev_dif
Lev_min

Cfo_dif

Cfo_min
Loss_dif

Loss_min

Drev_dif

Drev_min

Minimum value of two clients’ total accruals in the client pair.

Minimum value of two clients’ discretionary accruals in the client pair.

Absolute value of the difference in size between two clients in the client pair.
Minimum value in size between two clients in the client pair.

Absolute value of the difference in leverage between two clients in the client pair.
Minimum value in leverage between two clients in the client pair.

Absolute value of the difference between two clients’ operating cash flows (scaled
by the beginning total assets) in the client pair.

Minimum value between two clients’ operating cash flows in the client pair.

Absolute value of the difference between two clients’ loss frequency in the past
two years in the client pair. Loss is coded 0 if there is no loss in the past two years,
1 if the loss occurs once, and 2 if the loss occurs twice.

Minimum value between two clients’ loss frequency in the past two years in the
client pair.

Absolute value of the difference between two clients’ sales growth in the client
pair. Sales growth equals sales in current year ¢ minus sales in year ¢-1, scaled by
the beginning total assets.

Minimum value between two clients’ sales growth in the client pair.
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Age_dif Absolute value of the difference between two clients’ natural logarithm of the
number of listing years in the client pair.

Age min  Minimum value between two clients’ natural logarithm of the number of listing
years in the client pair.

Grw_dif Absolute value of the difference between two clients’ sales growth rate in the client
pair.

Grw_min  Minimum value between two clients’ sales growth rates in the client pair.

Curr_dif  Absolute value of the difference between two clients’ liquidity ratios in the client
pair.

Curr_min  Minimum value between two clients’ liquidity ratios in the client pair.

Rece _dif  Absolute value of the difference between two clients’ ratios of ending accounts
receivable to ending assets in the client pair.

Rece min  Minimum value between two clients’ ratios of ending accounts receivable to
ending assets in the client pair.

Stor_dif Absolute value of the difference between two clients’ ratios of ending inventories
to ending assets in the client pair.

Stor_ min  Minimum value between two clients’ ratios of ending inventories to ending assets
in the client pair.

Tenu _dif  Absolute value of the differences between two clients’ natural logarithm of audit
firm tenure in the client pair.

Tenu_min Minimum value between two clients’ natural logarithm of audit firm tenure in the
client pair.

Note: The definitions of the dummy variables of industry and year are not shown to save space.
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SURAS TN TR Z T BRAE, XTI B e W 454 45 A = o R A0 72t () o o
TR FBAR I ) S R G B> . BTk, WEINEHTHIRE X —F AT, M
A EE X — B LI 25 i B R ARAE 1, 2B S T T s L s e 52 e B T )47
N, BETT R R B S5 R

PR — O Bt i, AE SN, TR A gk T s ) 2 at . F
SIS T AR 2 & I F A AT TR bl . fEAIFRT, B TAAER
PIHB AT, Sy JE T AR SIHMES . 675, BRIEAEMHLDL 7
FIA, AR THITRT B =5 55 B A [F) o] e AN AE R R AR AR T . X2, R
SN A R AR RS . BIMERAL RN T, HLUARTIR S FraieEH
(Gioia et al., 2000 . 11 H., & HBEIA T H LR 51 5 A (12023 5 4> (Bartels et al., 2006),
WIS ZH 2R R 3 23 B N 2 () R AR X JRAHZA N [E] (Dutton et al., 1994). fEA FF/5 HIHT
HEFTN, REA IS T BE VT BRI T S AT A R S B TR AR 2 (AR
I3 WA .

T TN E R, TR 1998-2012 4 &A1) 47 #2 B A IEZ Mol ZE k1Y
HEEIFEM . X TREGIFHM, TRE S IFAT 2 TH I 55 B 0 2 0 & JF A s
THIMRI 5y A TR VA, b AR 3 G 3 1 o F T 2k 25 5 9 i o v R 20 A
R THITRE o S T8 DA R D v R B R TR, IR AR T A A S 55
PG UR o3 BO I AR R A, K I XA g s A TN 55 38 e U R . SREARI G2
FERFTIT 5 W o SR B S TR AL S5 55 T B0 5 2 Ok R vp b T ARG S o7, 55 5 e 14O
FEAE 355 BT 38 U o0 e 3o R PP AT ARG 95 A AT o LA, R 2 8 DR AR AR E AT 4 T,
W REAR A G UK 1) B THITRE 8 oA s TR, R & BN 1) o
THITHE A E A Sa H H TP ITAE . L, FRAKYS S THIT AR (s R A, R L IX 3 Dy i
b T TR AN 55 e H T T o I R R T U TR A R T A I — R
ISR R o A B T A b A R S AR R T IR R R, A
R BA Boomp gt s BARN, FREZEL H THIMEAR DL S E Va7 o &, W
A VHIMAE AL 55 32 B p TR — e I,  MIACAH B A BRI . X,
TS T THITHEAR I A2, K X o o B R A 2 () o T A B s 22 A A I o
THIMAE . &efa, FRIEIVE T dH iR [ P . SR -PHATPE R e A 2N A R
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TR Z MRS AR AR B o o T DT 2 [ R R AR T, DU R ) )~ Al ek

WEFER I, G AT R34 B T TR (S R, AT b S AR S, R A R T TR A
55558 THImBEAR B P AT LT, G IR R R R - I St mr b el 2 . otk
Gb, WFFIE RN, A AT IS A THIB BRI AT R 2 22, A RS BT R 2 1
ST AR AT B ST R o X T 55 A H LR IMAE AR Y e, s 7 [ 5 B A A U
TR — B, HEEMREERT . XESEg R, &M &S A= i
572 A SZ 2 8 v 2H SR VRN 52, SR B T 8 TR A ) 1) BB

AL TTRRE A = A T7TH . B, RS MSHIE S VIR 2 B2 R R A A URI
TR Z 1, 1038 GE T T MR 5 2 [l e ) 2 T, BRI R A
ALY 7 e T I A, RIS TR L2 . 1T L,
WUAFEAT B T A RA L H THR AN & G AL N F IR, X oL
PR TR BB TR A T — AN RTAT IR L . R, M PRSP AT A
Fik— G T BTN bR B A N TERC I R R o 2t T 55 BT P s I AR 1 A7 7E
SAf R ) AT I BBk . S5 B AR DR A Y P A R ER B T AR v Y
Polb i, w0 S5 BT B TR AT A SRR A AR . RN T AR
FEBs ) I Rem R 2 e A MRt 5 5Eat. 55, RAEITITFARAEET
HIHEW 5 RS 2B P2 A E T . AT & W 515 B R i 1 — A EERFAE, iZAFIEXS T
Wb 5545 2L M8 R 35 0 IR R ) B AR TG B W SR 2 R BB S (FASB, 2010). 28T, ©F 5%
AT EE AR SR B SCR - BB R P UE AR S VR, R R E S e 5 [ bR
THIENI ZE 5 o AR SCIIWT S B HEUF R R B, 555 BT P 8 (0 B LT DT A DA R BB 2
[ P EL )t 25 5 M 0 P A 554k 35 T L

=, XHkEEm

AR SCHIBIETE 5 W 2 SCHRAE 5% o« — 2R SCHR 5 52 THE I 554k 5 A2 7 o B4 « Becker
etal. (1998) 5 Francis et al. (1999) fEULJ7 HIBEAT T I QIMERIRF T, AbATTARIL, AHXS
THE “ONK” SRS IE S, “ONKRT SRS IR P R BN
RETHFNE . HELLS, HHOCHSEUE S T STk BE— 2D KB, F55 Brel s BT A (Francis
and Yu, 2009; Choi et al., 2010; Francis et al., 2013) . 47l & K (Ferguson et al., 2003;
Basioudis and Francis, 2007; Reichelt and Wang, 2010) . & 7 [/ 5f 5 Z 4 (Reynolds and
Francis, 2001; Craswell et al., 2002; Chung and Kallapur, 2003; Gaver and Paterson, 2007,
Li, 2009; Chen et al., 2010) - & 11{E} (Johnson et al., 2002; Carcello and Nagy, 2004)
FEBEAAEH AR SS (Frankel et al., 2002; Ferguson et al., 2004) VLK% F i v 22 () ¥
THTE 4 (Menon and Williams, 2004) #2520 % 1 W0 554 5 (B ZE R R . R 17 2H20
JEH B S, B FEE L T8 TR IEXS 2 7 I 55 4 5 52 - (Carey and
Simnett, 2006; Chen et al., 2008; Gul ef al., 2013; Knechel et al., 2015; Lennox et al., 2014;
Goodwin and Wu, 2014; Zerni, 2012) , XEERHEGIEHEIIITEE. BHES 5. BUA
AR $HIFE T AT AR R o i ) B
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R G ARHITFEAH R SR 2 B 5 554 5 AT B . VR I 5515 BB & i — A
EERRAE, ARGk AE 8 B A B 2 A B D9 W R B R A B U (FASB, 20100 &
CA BT 2 ] FEVE R S IR 7 A SR A B E S . BT 70 AEL, W EeE 0
RT3 4% % % (Choi et al., 2014; Shane et al., 2014; Chen et al., 2015) . R T%#%
%3 (Fang et al., 2012; Kim et al., 2013) F1iEZ 4347 fi (Bradshaw et al., 2009; De Franco
etal.,2011) FET 5 FARK RG> A EE LM (H2, H RO A] EE kB2 B = o5
WA B Z o B SR 2 2R AE 2 vHHE U [R] R 15 5t T 25 58 2 v HE U mT L PR AR
H (Lang et al., 2010; Barth et al., 2012; Bradshaw and Miller, 2008; Yip and Young, 2012)
UbAh, MO TR R B, TFRS (55 HI 5% A T oo A i 45 B3R 8E . 3 i 4 i i i)
PRI AERAYE . WS E AR BT RS 2 AE B AR b N RE R
(A I SRAR X SR R RIS L GRS BBt BRARAR A BT AR i A
HAPRAIFE . BF 70 R 45 R IR Dy s i SR ] IFRS 4 1 W55 i & 1 AT b Ak
(Horton et al., 2013; Bae et al., 2008; Tan et al., 2011; Florou and Pope, 2012; Yu and
Wabhid, 2014; DeFond et al., 2011; Wang, 2014; Brochet et al., 2013; Wu and Zhang, 2010;
Ozkan et al., 2012; Barth et al., 2013; Li, 2010; Florou and Kosi, 2015) . £ 11#ENZ 4T,
W0 554 55 B AT L PR IE 52 B AR 25 1K) V2 5200 . Francis et al. (2014) HIRFEE T H it
FEWE 35 45wl e e AR P2 A P E R . G5 ROREN, K “PUR” it A | St
R TE XM, IXAERRE IS5 T G N 38 m 1% P I 554l & mT EE .

H1 LB SCER AT S0, A SR B THBIE AL 25 5 TR 554 35 AR o B4R I, 2
DN P AT A [ THITES R RIS, S AN 55 BT W B — A o T2
JHABSE, B T o TSN T AMA S, FESE S5 BT, S THIT AT A8 2= T IA [F] (identity )
TR (resource) FEIIN (knowledge) TF 8 A HAH T [R5« 487 b 9 Jog () P AN B0 2 4
B4R (Carton and Cummings, 2012) . X SEFEAR I B B 40 2 6 W 45 15 A2 P2 i fE
A= = AR BRI T SRS AT LU R ST S, B4R Francis et al. (2014) ¥
WAL 2 THHEN Y 2] T 1t ABARAII IR 2 NS BT 2 AT B S 1B 42, 1M
WA REFTHIMHER B ER o FE T, FRC B 78 5 v H IR bR B30 I 454k 15
FEA I REIE,  DAORANZ P 5 T FE AN A2

=. ERSMEMRELR

TEREREABAT HTH S 2T AENE, S T4 wF i R E BRI R . 9 T 35
Bl o v 200 B — B0 s s v S S e I ER, STPI RS A LB E 8
PR B AR B T VR AN 2 - AE AR R (Cushing and Loebbecke, 1986). H T4 £ it
JHHEZ TP Z . AR, A E AR R ES, 1 EX S
TV U (0 A RN B A R AR [ o B T 7 VR RN 2 v DU AR RO R R 1, T it D 3
55 FITREAA (R B T AUk o 7R [R]— X 3555 B Al [R) B o o1 A, TR IR R e ) R B B
& A FEIPE R 4t (Francis et al., 2014). #52, BT i KIS IEEZE SR,
Bz AR R S BT I s LT e T R, AN [R5 45 T 1 B o DT e 1 PR R
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(M S5 AR T LS 22 . MR 2 X 2T E S P& IF )5, d vl a] gedk 1) I
55T R AL 2 55 T P 8 7 A D AN TR B o IR Eﬁfrﬁﬁﬁlﬁlﬁ’]ﬁiﬂ%"%ﬁﬁ
VRS R A e AR VR, R A O R [ AR T L. 2 B
M3l 7R A =S5 T 2 5 TR B EL Bl X B 55l T U R .
Tom B e LT AE R Pr BBl R A, PRI 3 ZE SRS o TH Il A AL A R IT

(—) g EER

AL KB, HAN— B ARREAR, 7B SRR B FINFE,

A 2Rl 7 A 1) T SE AR R M VA BT AR R, TR HL A T A S I e B 2 1 e LR T
(Hornsey and Hogg, 2000; Hogg and Terry, 2000) . iX i A {4 (In-group favoritism)
FIHE R I W, (Inter-group bias )2 5 BUHEAA B 3l 1 #% A1 1) 4 5% 7] @ (Kane er al., 2005; Jehn
and Bezrukova, 2010). T FEAAR I HUISAE & BEAR SR E B M [N 25 . 1% B 25 22 1 b dak
PR, AR TR o (0 o v IR S — AR5 e M AR PR o G SR T TR ) B
TR R TR — R f sk, W OZBER B A BRI . A E A 5
AFERISA . 24— AN AR B — PO 5, 0 — MRSk B 5 — R Is oo
RN, BE AR B T MO 5 T — AR B S R4k
RN, B S B A A (R A EL R A B — N SO R I R

A ST A 1 22 5 SRV SOV IR R R B R 3 o A5 B R R F BB A 1) S A 15 55 DA

S HX AP ST 5T g 177 kAT AR5, [RINHE B S R de I R S s = DA
HHIX A ST e 1977 n DAL . PV )T SRREEFE (2003) WTFERIN, ML
A 22 e T B VA B U7 AT 22 5 s AL tbdsl o 32 SORIT R = 8™ = HAS 1)
R BTEMRE . G, FEEZKS IS IS RSt e 2001 455 I AL
SEGGK RSP ESS Fre MAEA IR ERFEN 3 Fnra B, KA oI5 28 B i) o
M4y B, FaiE 7 RE LT ARIE . U2 ARXRMA AR & IR, %
KA T TR AR 2SO 5 AR IR IR SO IR B K 22 57 6] XU V) 3 ) FELAS
ArRE R AR HE R A . oSSR A B A BRI E N, BT s S
ZEgt, SRR S5 A BEARIR ME AT RAF (a8, TN 7B R b 5 . T HL5R
P VIR R IO G o [ REPRIA A, Xk PR A TR R R AR . R

22009 4E 10 A 12 HIEPYIE FIL 0T 55 Bt 4R AR i B AT 2000 4 7 H 515K A2t i
HE P ARG I, ETEETTIRICETE 2000 4 10 A 13 X R EMEHKD @ Tt 7%
Vie TERVIH, BEFRR: “GIEMSITTHESIEENE . M. . olkbrik. FREA
AR N RIS A AT EMA—E R, AIFFERZULER IR 7 AH I HRE 3 A 75
TM7{i 2009 45 10 H 13 HEE 023 iR, Al (BT R R aStHmE S, WIIEMSEKHAE
i IEYe 2011 4E 12 H 5l RAEFES T 5 R IEE SIS S I NEIR S H3E % . 2012
06 A 22 H, FESTHHRICERITHEIHBRE T ER SN RE. RERR: “BITHE—
AT E TG ESE R, RATS s, A B ARz o HHT BATHI B AN 5 T
IR R LR, Kix g KIS E A BUS . SR AR ILTE AR i S TR AR b, ik
IRAEXTH TF v BRI Sy PR S5 O T B3R AR AR b A SGHRIE 1 L AR B 2 1T 2012 4F 06
H 22 HEE 04 iR, AN (R B FRi s bR Y. @l b BBk, mTUEH, &
I J5 B LI B TE 79 DA RS 2 - T B A v i 2 B 2 R A AR, Mﬁﬁfﬁﬁﬁﬁﬁfrmﬁéﬁiﬁ
A%, FOMN 45 HR A AT B
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(K1, X THESPEIFHFME, & IF AR VTR A s M, 5 I 5 ] e
JOBH, A E T RS B AR, R B IR S ST IR (] 2 7 A 554 35 AT B
WhitkzE. dit, R 1.

RiIg 1: SFATRERITIPEHARE MR, NEFEREZR PSR ER
FAETE

(D) BEREE

WA A 52 5 4L R 2% 2 —FE (Dutton ef al., 1994; Smidts et al., 2001) , #F
A 7 A 2 AN R P AR B, R S M AR A () EL B . 75 A SR AR BRI
— A, T I R A XA B I R E L (Self-concept) ACE HEVERIER . 4
ST R I, S9SN IX A BER TR B S, A R R
ORI R A BRI R, TS B AR R A T P s AR B R AT 554k
OV FIBEAN R, RS T BEI A998, filtn, Empson (2004) i3 [ i i i+ i1
WK 2 IS 55 P i & I F R B AT T Ik . XA IFFHM & T PAEE RN
Sun £ iHITHS AT, #AFE77 8 Moon 211 H% 45 . Sun 21T 55 B AR K,
FEH T A2 T . VRS, R Moon £ iHIREE S5 T S0, Sun £itJi
T R AT 2 Re e 3 Bh AR T 3 G E . X ST B R FEXT B Moon 211
FEFTHINIE, %y Sun 2 THIMEESS BT =R ARl . XK T I Moon <> THITEE 45 it
PSR SR Sun £ THITEE S5 BT B 2 (B b5 . SIbAf R, SR3A R AR 10 7 1 75 2 2
FESS AR RN T ERe R A AR B BBt — b itk O BRI R . X 7R
—ERRRE LR TSGR A A L, IR TR RO . 0 TS A
HEMHME, GHETRBAFE DR Az, WG R 1) 5™ 5, B
THRS R ARG, HF THITAE T % P ()0 454 15 o] LU PE bR mC . Bk, $2 ik 2:

Rig2: SHIEBHEHINBEMNEERE, BASHREEZTFHNMSREA L
T

(=) FEMER

ZH 2 BEAAR (8] (1) B30 52 B A7 P (the balance of group) FFZN . A1
PESEFRTE 2 Z PN AN R B AR 22 TR KU R A F2 - (Mannix, 1993; Menon and Phillips, 2011;
O’Leary and Mortensen, 2010). 401, 7E 10 NI LIH, Al LLEA 4-6 AT 3-7
PR AR SE R, AR BARATE P ATV T /538 o AR R T MR A 2T, SRR
AT AL, BAREAILHE . M99 AR N 4 T8 SCFL A7, 3 R Bk
HHRAG DU, KSR, X EARATIR S SRR N B> &
RAEMR . HZ, UEHATEIEREFN, 3R S5 AR T se AR =42 5 1
HZ AR A, XA /S A R] A 28R (Cramton and Hinds, 2004; Spell et al., 2011).
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BN, fEEIFIRES I AL L, BOZDUE TR AR A P ke, 59 55 R AR A
[ T2 Pp AR Ak, XA 9 5 B TH TR AT 4 PR AE 5 F JE W 55 T A4 Ak LT o 3k
REZWEAG b, (KA TS5 B 5 DY 1R A2 i I 2555 B 65 9 1R 44 FR AR
HEONEAR MRS, hE e S & T IhE 5 I S S T 55 i & JF 5 10
YRR B 2 TS5 P, TR AR IEAS S THI 35 T 5 R R B i I 55
Fi & IR AR T AR S THM S A ik, X T2l I F =,
B I AT SRS T ITRE 5 5595 B TH TR 1P B R, & TR AR ] A ph e B,
T PRSP RE T8) B Rl 1B R o I ) 2 7 FR A 55 i o T PRt A . FRAR R

W 3:

Rig 3: SFATHEITIIRHAZ B R T EitieF, NESHRREEZEPHUSIRER
FAETIEN

m. w3t
ALY Francis et al. (2014) [R5, @AM OLS [o] ARG 56w 11
IR A BBy 5% 28 I 45 5 AT LE sl

Ta_dif | Da_dif = B, + B, Post + ,Localb* Post + 5,Repub™ Post + ;Bal * post + fTa _mins | Da _dif
+p,Size _dif + f,Size_min+ B Lev_dif + S, Lev_min+ f3,Cfo _dif + B,Cfo_min
+B;Loss _dif + 3,Loss _min+ BDrev_dif + B Drev_min+ 3,Age _dif @)
+fAge _min+ B,Grw_dif + p,Grw_min+ B, Curr _dif + f,Curr _min
+B,,Rece_dif + f,,Rece _min+ B, Stor _dif + B, Stor _min+ B, Tenure _dif
+p, Tenure_min+ fos + filndustryi + [0+ tiGCl}’j +&

LEAEAY | v, RAR RS2 Ta_dif #1 Da_dif, FUMETE PG R % 1
SR A EE . PR [F) — A E S R R A e AN R e TR R T S 7 S E
N=—ANEUE . Ta_dif FoRkeER T HE TR G N THHEZ R RARHE. &
JS2 T AR AR B Fn AL s (e ML AR 5 22 8 i s B e ) 22 R 3 AT IR
Da_dif R 2 B A R IR NERLTHRE 2 5 (A E . BRE R TR
B [F)4F B2 [FAT M AB IE R SR B A Th T ok . EFE % A, A T BRI R K&
TG, BT ERER 2 2001 R AR (LR ARATARSD, #LEmE s
BB R AT FIRYPPERTHRE RS, Bt — DR filiE B~ w0 SE %0
Ko PLIRRMIVES B S5l mT O B R T =5 % & . B, NHANEZ A F
M ) E B R AR 7, AR BB S T RAEAE S KO AP W, T o ar A
X IR R 5, B A A IRE T AT R SRR, XA AT Ak
AT S AT ZE e . 35 =, RENESFHAM I L b, IGERH
Barth et al. (2012) 5 De Franco et al. (2011) 757k, MR 51 0 B i 225 1
W 55 4 455 T B



B HITREAR . BERR LB 5 W 554 75 AT LRk 175

R 1 RG4S B 53 )N Localb*Post Repub*Post 1 Bal*Post. H:H', Localb 7
FEAR R, UM R S G R A s LM R b . R S IR =R A A
HHOR P TR AESE —4 . EA XELE BAR T I 28 7 G B8 7 (1) B AR 8 A G i3 e
THIMHERTA & P e B8 7 H AR 2 A el E I 50%, 17 55 3 dF THIMAEZE AR [F] 14
B X B B T2 P S B 77 1) B AR B M 95 34 s TR BT % S 5 B AR
X AN EE AR 50%, Az 555 e v, s s TR B 1R R
Wit M, Localb WUAE N 1, TNA 0. Repub W & WA E, HTHERFHEHHA
HIFRE A . BARE, RS IR =R P A G R A S LM 2 2 b [ s 2>
FATEAR ST, Az THIMEE A 247, Repub BUE N 1, fNICA 0. Bal F UM &%
FUH A TR ISP . RULE IR = P A A T S A S MR A % S
BT H AR B RN i A TR T % R B B A R R B R AT R fE
HARERAE b, FRFIRE DL AT 3RA3 1) 20 PO EHE Jy 25 atit S S 55 T AURSE . 1% L Bk
K, BEAZ P 2HG rh e VAR (R R BT, ATV AT o Post MBI &,
GHEMFEFEAGIEN 1, BN 0. iR 1. Bk 2 AR 3 Blorn, I
Localb*Post. Repub*Post 1 Bal*Post [ % %135 2. 3% N IE1E .

WA FU FE Hp 5 e A AR AR B 5 2. B, S PTEE & AR
B, JEAREE AT RS R . i Ho R DL SS Fr A A, A A SR
R P THITHE I A 2 R I T 99 F H T, IR ARtk ok B geom ¥ 5 558w it
DT A ) P B 06 25 7 U 25 4 T B MR s o R, R AR b 2 IS 55 T v AR ik
AR TR E KSR B BRI R MRt IS 5% I 5 R RS it
Il 5% i I 5 A8 [ R AT 2 BaiAR e R S O I 2 v [ 2 1T 55 B R
STHIAT MV R A, AR 22 fi YA 45 S KA 2 BT 0 Z 4 2 A V2 DA AT ) s i ot L7
JIT LA UL it RS B S 55 T I A T RE AN R WA . R, TRE S UM 55 BT SR 1)
TN T KR AEFAL, BAM K FHS I BEIEE D mEAT LKA R
BZ R RSN EAT W2, ik EH ST R AR S 2 . T At A
B R FAT LKA B o 5% P P 25 o R DA T AL i A7 B 55 P S S T R AR AE — A A2
{HIX 2 F AT AR B LS & T 2R b .

FERAY 1 v, Rk — DR oAl DRI 2R 52 o H 1 3T SCRRONS I 55 41 Pl EE A
R PSR AE R A BR, AT LAFR E B2 Francis et al. (2014) 515, #EHIE P HE
H B FURHIE 22 S AR AT I 2], [B]I - ANTIOH X 2638 B () 7 1) . Herb, Ta_min
P AE IR SRR 22 R (R i MB - Da_min N3 G T S P R
TR 22 5 (P e /ME - Size_min R Size_dif 73 R HA R E R S IR A% H
IR B B IME RN 2 I 48X B . Lev_min R Lev_dif 53 % LG R K& 7 557~
BT 2 IR B AMEL RN 22 S R A 0 s ey, 577 U 32 86 T AR S AR BB DU R 2 5877 6
Cfo_min F1 Cfo_dif 53 3N P -G R K& 48 16 3 I 40 = 1 S/ ME AR 22 e () 48
XHE s Horr, 8 TG B & & 2 L WS B8 P Al f5 I 45 3 o Loss_min F11 Loss_dif
SRR PG TR P IR AR (Loss) [/ MERZ a0l H
MR AFBIEERKAEZH, W Loss BUEN 05 WHERA R HIERERE—IRT
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1, Loss WUE N 15 WIRAFELEWETH, Loss WUEN 2. Drev_min 1 Drev_dif /7
IR A SR P E NG K e ME A ZE e i Aot (i s Horh, EDIRNIY
KT DAL 5 AT PR AR I S B E W N S AT E WA 22 57 o Age_min Al
Age dif 3N A R KR P A BRSO MR S /ME AN 22 R 4 A .
Grw_min F1 Grw_dif 53 WA 7 A T 5% P ENION 1S K 26 11 /M A 22 e () 44
XHE o Curr_min R Curr_dif 53 MNP G TP R %5 2 BN 28 10 d/IMELF 22 7 () 48
XHH . Rece_min 1 Rece_dif 73 MR 7 4HA I 2K % 7 BAPR RIS R o5 B A 2 55 77 L
BB IMERZ R LB . Stor_min F1 Stor_dif 733N P H A H R E PR
B2 b AR S B Lo 1) B AIMEL RN 22 R B0 HE - Tenure_min R Tenure_dif /73 5 %5 P
AR E P 55 AT 5 iR 0 i AIME RN 22 R A HE . A, FRiGdE— P
AT VAR FE [ 7 S sl e, S AT 28, FRARAE A [ E R 2 2001 4 A4 1Y
CEMAmAT I K38 51D, BREAMEAE AT — AT W3 2K AR )5 VE WP % 1.

B, BRRE

RESIHIHE LA EHE 2 B S HT, MAETH SR, X RINIELT
W EGR b HBGHAE 2000 4E 3 A 24 HAUAGK (S 1HTEE S FTy KRS T ) i3
e S = W) PR 2 T 45 B UL R R TE B . HEYIE 2007 SE A (%
THES 2 TH IS 55 BT O R A = L) SRR . “HEM T EA AR R
WA, RIBEE 100 FKAARA 2. AEs Ny KR A A Al 85 R (it 25 5 A 55
MRRHELFT. R L, RIBEE FREL GRS T B kg 2 k. 2
ptps A E R ARG IR BRI SSFT 7. 2012 4F 6 H, HEth Xt 7 (T
SRR TS S5 B i — 5 (R ASOK 135 T BUR TS ) -

HU, WSS TR S A AT ML HE NBUR . B0, 1996 452 H, HEBGH
I S R AR (T HHES BT M T FIE SR A o 55 VF AT IE S 3 8T 47
TREY R, 2 TTIMES5 BT GRS A 75 2 8 44 LA BRIy M 2ok, o NZEK.
2000 4F 6 H I AT (O T M2 PRI HRAT UE Z5 30 B2 AH 5k 45 SEAT VF AT E 5 BRI
SEY ER, STHITESS T R UE SR SRR TR 2 20 44 DL B RVEN 2 v, i BB
FMAAET 800 /i 7G. 2007 4 4 HWBERSIE 2 KA OCT 21 mE 5% i
WEFFIA TR AH DML 555 0% i) L R A1) TR R, 2> THIM 55 BT FR G UE 7 5L 75 22 80 44 LA
M SN, R TSI TF 1600 Ji6. 2012 4E 1 HIFBGHSIE
W2 RATH ST IHBUE S A 2 TH IS 55 B i 26 AR s 0 ) e, 2 1hImEess
T B IE SR A 7 2 200 44 DAL IvEME & 110, B —& LSS IRAA DT 8000 J5 G,
HoAar ik S AT 6000 576,

B, WERT SR E T NBUR. B, 2011 4 12 H, WBGEES E
PEZ (RT TP 55 B R A e il 2% D B 1A G 1) e ) iR, 7RAH
A 0 55 R R A T R B TS S AT, B SN A IS S B R S VRN HE
LT 50 £7, ARH A J A 55 D B T S ST RS A, BRI N N A [ 2
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TS5 T es &V EA HE AT 100 A7

TX A S A SR AR A T 55 BT AN (4 R TR 55 BT IR, i ARG T Pk UK
ME, GIFREEY KM AR Bk, FREF S5 pra Il e
% & 52 B BUR IR .

WIdEE: A i — RS s THEE, IR 1998-2012 4F 47
PR KR UL FIESR B T HIm S 5 B & F . WA I EERE, WEAW
KA GAK P IT 45 BT & IR F4F 38 i, ¥ M = FAESH A% ST HIT 45 i & 9
9 iE. NEHFITMESKRE, Wk “WR” 80 “TiR” il S &34 3
i, IS ITRAAR LIRS & F 44 . NEIHFITE RS MRE, 2t
IS BTG R A EP2 A T EBUR 51 R & IR 2 . 7EIXEEEUR b L
BAE = —72 2000 4F 3 A WBEHAAR I (S THITE 5 By CUSEE + 1n B i e 5
Y. a2 2007 4 5 A EEM T A OCTHES) 2 USSP
SRR =S 2012 5 6 A R EEM SRS MAR N (T RS ImSE 5% it
— BRSO A T BRI ) o 751X = NBORMAR G 1 S AN 5 PR T L,
44 FIFH BRI G I, HEFFHEAN 93.6%. °

R E, RS RERE T RS A S TEM S THIT, RSO NS =
P2 M 2T Il . FRARE A 7 0 F5 55 BT 10 2 BRI 50 B LT IX 23 A [R] 1 B Ui
B, 2 N RARIE & I A0 A LHI 1 42 5 & 9 5 5 TR IR X 43 9 5 2 ARG B B T T
G A A e Ao o= 12 N Bl R 7 O L1 = S V0 WO D = S N ) A O
FOREE, TR G, R, RAREE 1 A CEIR SR R ERAE, &
KAEE IR G =43RS 8,692 K LTE F MEEH. M5, FULEIFFEMH. 1T MmA 5%
5 A XS T P MEAE AT 43 41, IR B AR N BT TCE R W R ECKT, TR 45,382
AR B TR E A% ARG sesh, X TF# AR =HKFESH, =4t
IEHARI A IEEN S, RAFEIL AR RIGAF PR EE), FEEREAH
THTE S A E TN LR, Wi, B NFFHEEE R — AT
JTHEA — AN GG TR oo — AN SRS TN — AN 55 34 B TP T A T —A

x1 HEFREE

47 A FEF PR H SIS IR G = FEH IR % 8,692
BRI LR PR

LA FEAE . AT RN 55 4 15 48 B2 43 1 1 F2 B A [ 7 1 45,382
DTE B 11 1R 25 7 4 A O A B

S B FH P AN 58 BB w1 P A SRR DA R A R AT 2,954
AN TR) IS AEAE B B T I AR 4 & v i R 2% 7 4E 4 W 24

A P H A W E B 42,428

ONT R, RAR T ZRATEX = A BORMA 2 LR R R AN S IR, B R
WARKE R AL .
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HPMRE AL G . BT AT EE R, H 0 B TR A & 7 & T AT T e 5 JF
JEAAE, BB G IFIAFAENES I G N T IRFEFEIFRTE R — 8k, 08
VEA T AR AL S U IMRER AL & T % 7 L o AE IR IR b, TR 28 3RS 42,428
NEPFHEGIEME, A1 RREEA . FEAREELRELE 1.

75 ERAMRIT SIS RIES SR
(=) R R D
WRGHTR, 7E 47 & IFHEM, WAWTTEIFR 38 &, WA=T76IFH 9 e,

SREAE 103 A4 (38%2+49*3) Wi iHIMEEAR. BT s v iR S 555 H 1
BRI EAR R, I 103 AN THTEATER T 56 4~ (38+2*9) Hiit AL S . £
WG IERTAEAE T & T 5 AFEAE, BLACE FFATAAAETT & I 5 AR s T A2 5
i 3RS 48 AN THIMAF R & WS . 3R 2 Hs 1 s IR A M F IR P S i 45
Local Localt. Localob. Localos~ Repu. Reput. Repuob 1 Repuos ) B &, Wl
T THIM R A ZE & rhsm S o T TR A4 Bl 95 34 o v MR B AR SR It g, 1 HL o
P TR 9558 s TH IR ANE [R] — ISR A IR 9 MBI E I, Local BUE N 1, 5
05 SR TR AL S b g A e T TR AR 5 55 5 R T TR A S AT AR SR ) e
1 EL5R 5 5 THITRE L 55 55 87 v B ASLE [F]— g B A IR SR A MU, Localt BUEN 1,
By 0o W B eH v A2 & TR A R 38 B v IR R AT R R IR, Localob BUA
N1, B 05 a0 F e TR L S p A 55 3 e T B AT IR SR IR N, Localos
BUEA 1, B0 05 Wi A w v iR 2H & o 35 o o1 TR AR e 55 35 o DR A4 (1) P
BREN, Repu WUEN 1, WY 05 Wi B s v IiHFAALE & b g 35 8 v R A4 0 55 2
TR 1) P 2 AR ZE RS, Reput BUEN 1, 50005 05 an S e vHIM#FAR L & H A0

Fx2 EITIPRHAE SHER R ST
AR B PR blEE RBOME BRKIE 10060 90 0

Local 0.667 1.000 0.476 0.000 1.000 0.000 1.000
Localb 0.500 0.500 0.505 0.000 1.000 0.000 1.000
Localt 0.292 0.000 0.459 0.000 1.000 0.000 1.000
Localob 0.208 0.000 0.410 0.000 1.000 0.000 1.000
Localos 0.167 0.000 0.377 0.000 1.000 0.000 1.000
Repu 0.250 0.000 0.438 0.000 1.000 0.000 1.000
Repub 0.125 0.000 0.334 0.000 1.000 0.000 1.000
Reput 0.021 0.000 0.144 0.000 1.000 0.000 0.000
Repuob 0.104 0.000 0.309 0.000 1.000 0.000 1.000
Repuos 0.125 0.000 0.334 0.000 1.000 0.000 1.000
Bal 0.469 0.495 0.262 0.025 0.994 0.113 0.861

e AE 47T BTN HES PG IE T, WRWTEIFN 3882, WR=Tr6IFN 9. Bk, it
ITHEASCR AR 103 4> (38%2+9*3). IXULH THITHEMIZIL 1 56 4> (38+2*9) i itilifEALL S . fEik
St b, BAORE ST E AR A S EE R TR, 530G 48 DN TH IR 5
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A TR P52 2, Repuob WUE N 1, BMA 05 a0 d vHIMHEAAR A & Y
55 3R T TR (1) P 2 B ZEm), Repuos HWUEN 1, BN 0. 3K 2 AR & O
FWTHF U, EAERIR.

3 2 AT, EMUISOT I, Local I3MEN 0.667, X EME =70 2 IR TR
PR ZH A A R R 2 (B B B om A s 2 /. Localt< Localob 1 Localos WIYAAE 57N
0.292. 0.208 11 0.167. X Ui, PR [ HHUIEM: 22 7 43.78% (0.292/0.667) K H
Tom 3 THIM A 5 55 35 57 TR FOSUHBIERETE, 31.18% (0.208/0.667) K H T-iH 34 H
THITRE A B AR AE, 25.04% (0.167/0.667) K [ T 55 34 6 1T RE A S b4 4E .
PR, o A o TH TR ) el PR R A 5 BUR R B 2 o) R R 22 7 (5 LR 202 74.96%
(43.78%+31.18%) . TEFZJTTH, Reput YA N 0.021, XUk B & T T4 & ik
e TR g5 34 o T TR P 2 R = I LBl AE AR . IR, Repuob 5 Repuos (111
B 237028 0.104 1 0.125, FKEHSRFH THITREAR 5200 4 T 55 35 6 v M AA . 72 Tt
J71l, Bal HIFMER 0.469, X FRHILEHE T IMHEAAZH & o 4 o v IR (0 AR 1 2 72
5558 VR BRI A% o Bal 15 KAB AN B /IMEL 7379004 0.994 F110.025. HHIEFT LUE H
FER MR G, BEA SIS RH S, A S BONBR B RH S .

®3 BAESHIEHRESRIT

Post = 1 Post =0 HERY Ao

A W P bR S P bEE S T Z1g
Ta_dif 0.093 0.070 0.081 0.107 0.083 0.093  17.22%**  15.03***
Da_dif 0.095 0.073 0.083 0.109 0.085 0.093  16.23***  14.57***
Ta_min -0.048 -0.037 0.076  -0.063 -0.052  0.084 -20.23*** .22 28***
Da_min -0.069 -0.054 0.081 -0.084 -0.072  0.087 -18.51*** .2].74%**
Size_dif 1.207 0965 0972 1.197 0988 0922  -1.09 1.33
Size_min 20.905 20.864  0.795 20.828 20.803  0.798 -10.05%**  -1].15%**
Lev dif 0.246 0204 0.195 0.254 0.207 0.206 4.15%** 2.57**
Lev_min 0.309 0297 0.176 0355 0355 0.177  26.48***  26.61***
Cfo_dif 0.093 0.071 0.082 0.102 0.078 0.088  10.68*** 9.43%%*

Cfo_mins 0.005 0.012 0.066 0.008 0.016 0.074 4.47HH* 6.97%%*
Loss_dif 0.263 0.000 0.440 0.289 0.000 0.453 5.83%%* 5.83%%*
Loss_mins 0.027 0.000 0.162 0.034 0.000 0.181 4.05%** 4.05%**
Drev_dif 0.235 0.143 0357 0257 0.162 0315 6.91%%*  10.87%**
Drev_min -0.007 0.014 0.156 0.013 0.031 0.160  13.30%** 14, ]18***
Age_dif 1.073 0.838 0.843 0910 0.713  0.735 -21.17*** -17.46%**
Age mins 2268 2.000 0.854 2450 2449 0.798  22.61*** = 24.78***
Grw_dif 0260 0.179 0299 0.288 0.177  0.405 8.14%** 0.21

Grw_min -0.055 0.025 0.325 -0.063 0.053  0.445 -2.35%%x  12.68%**
Curr_dif 2.507 1.053 3.661 1.841 0.763 3.066 -20.3*** .23 98***
Curr_min 1413  1.132  1.105 1.146 1.008 0.768 -28.99%** .20 7]***
Rece_dif 0.092 0.074 0.076 0.093 0.074 0.078 1.16 0.54

Rece_min 0.063 0.051 0.053 0.063 0.049 0.056 0.19 -2.86%**
Stor_dif 0.101 0.077 0.091 0.109 0.085 0.092 8.Q7#** 9.65%**
Stor_min 0.109 0.098 0.069 0.106 0.093  0.069 -4 3%k -5.58**
Tenure dif 0994 0.822 0.770 0941 0.822  0.685 STA46%FFE 3 J9REE
Tenure min 1736 1414  0.634  1.820 1.732  0.642  13.63***  1500%**

B E RS AAMEEN SRR L, HhEaitaE P A MEELE 21,247 4, &HER
P A WS A 21,181 4
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x 3 REPHERERIAES TR . EREPAETERNITE L, BIOBESEm
BRI EEE LR 1% 0TI, MR T T 1% M 8IREARIZ T 1% 0400
BOBUE, TET b 1% 0 BREA % B 1% b B0l . e 3Eat b, itz 4l
G, FHLLERERENRE P A G MNE. HEE 3 vk, &I Ta_dif fl
Da_dif WI¥IE 57259 0.107 F10.109, & 3 J5 BI¥4E 73931 09 0.093 F110.095; & H- 1T Ta_dif
A Da_dif (I HRALEL53 7128 0.083 F11 0.085, &35 1A% 53124 0.070 F1 0.073; 1
H, P E R 56 A0 o A7 Bk 56 R 45 SR R, A T S 1 22 R 3TE 1% K ERZE KT 0.
XU, A TAIERT, A IEE TR R 2 S 0 SR v LA R . BRUIED
bb, GIFRTE R P AHE R HARHE A S — B ER, A FIEHNERR. ik
XA 1 ) E AR AT T Pearson AT S HTAE SRR, KA E 5%
A7 A OCPEAE AR . 17 HA 3078 B 5 5 1 AR B 1 7 22 K Rl - 3 ok 103X 1568
BB ANAFAE L LR 1 1] R

(Z) KiEHER

K A4 RHFEIDIMHERR BB 2 R SNEE R R 4 078, LR ETER Tu dif it
5& Da_dif, Post W RZFEHE 1%HKF LRZEANT 00 XULEH, 7EAH EH THTRE A
Wk, AN 0L, X TEIRT, AR R S HIMEEAR ) R A R A
IS, JRIMAE—ERE FARG, &5 7 REES P T Sas T et 2R, 4
Wtk — B H IR SRR KL, MR ERE Ta dif N, Localb*Post.
Repub*Post 1 Bal*Post {1 24374 0.013. 0.015 F10.022; MK &2 Da_dif I,
Localb*Post+ Repub*Post Fll Bal*Post ] 2057754 0.012, 0.012 1 0.018; HIYTE 1%
7K ERZERT 00 XU, & IFATRP S TH TR e el o, AR ZE, 9
HA LIRS 99 A THIMAE I P R, U TH TR (R A SRR L, & IS R IR
BB S5 RS P EE R 22 o A TS R SRR 1. B 2 MBI 3.

F 4 Post BB SLUEZE AR EBURE R M S THT S TG IR et T H
LA IIEYE . 2R U, RERSHIMES &AL AR TR, meE
—ERRE LRI T A IR teAh, Wi F AL, A Y HE TR Ta dif i,
Post+Localb*Post F1 Post+Repub*Post ] Z H 3 1E 1% K LR EFE /DT 0;
Post+Bal*Post [ RZEUNT 0, HAIUIE X EAEE . YRBER Da dif if, G2 T
FHARISSUE S R o X UL, 7R S THIMREAR I I . A 2P it S o,
25 FrEr 0 7 7 0 454 s R ] bl i A 7= A Bl R s

TEAGFR N L, B3R 4 7750, TERABEN Ta dif FITSHLUT, Post I RECN -0.023,
Localb*Post W RN 0.013. XUBLHH, 27 [a]IA 55 i 2 1 m] bb i 2 DRl st 3k o4 [R5 25 sk 2D
2156.5% (=0.013/-0.023), [FHE, TEMFIMIZMT, &7 05 o] k2 B s
ERZWDZ) 65.2% (=0.015/-0.023), FPAHHEF =D 2 95.7% (= 0.022/-0.023).
BHUE P DA, S T H TR (8] () B2l 560 2 P W 55 4k 45 W] LU ) s 72 22 0% i X E 72
REFEN.



B HITREAR . BERR LB 5 W 554 75 AT LRk 181

x4 WHITMBHAEDNZAELIEER

Ta dif Da dif

A B T {H i T {H
Intercept -0.072%** -7.44 -0.377*** -36.67
Post -0.023*** -26.53 -0.021*** -24.11
Localb*Post 0.013%** 15.16 0.012%** 14.83
Repub*Post 0.015%** 10.98 0.012%** 8.74
Bal*Post 0.022%** 11.12 0.018%** 9.25
Ta_mins -0.919%** -158.97
Da_mins -0.953%%** -171.65
Size_dif 0.001%** 2.89 0.006%** 16.51
Size_min 0.008%** 16.78 0.021%** 41.65
Lev_dif -0.018*** -1.70 -0.020%** -8.60
Lev_min -0.087*** -27.24 -0.088*** -28.21
Cfo_dif -0.060%*** -11.88 -0.096*** -19.04
Cfo_mins -0.759%** -108.16 -0.746%** -110.19
Loss _dif -0.028*** -35.67 -0.026%*** -34.41
Loss_mins -0.077%*** -46.40 -0.079%*** -46.00
Drev_dif 0.024%** 14.19 0.026%** 15.68
Drev_min 0.045%** 14.64 0.061%** 19.70
Age dif 0.002%** 4.56 0.002%** 4.60
Age_mins -0.004*** -6.07 -0.001** -2.09
Grw_dif 0.036%** 13.89 0.037%** 14.59
Grw_min 0.040%** 14.61 0.043%** 15.58
Curr_dif -0.000** -2.53 -0.001 *** -4.66
Curr_min 0.002%** 5.76 0.003%** 7.36
Rece_dif 0.019%** 5.02 0.021%** 5.62
Rece min -0.004 -0.69 0.009%* 1.75
Stor_dif 0.027%** 9.28 0.033%*x* 11.22
Stor _min 0.077%** 16.65 0.081%** 18.09
Tenure_dif -0.001 -1.21 -0.001* -1.90
Tenure_min -0.003*** -5.66 -0.003*** -4.97
N 42,428 42,428
R’ 0.59 0.61

W fER 4, RN Ta_dif M Da_dif, FaaBERIZ SRS T HME . fieAs a5l
#& Localb*Post. Repub*Post 1 Bal*Post. .71, Localb~ Repub F Bal 53| F UL &2 ' 41 & om 34
HUTRE s . P DS H LA R P AT Post NEIVE &, &IFEMEAHEGIEN 1,
B0, FER 4, FEH OLS BIEARAY, & PHAGHAMEY KEIFE=F (T3, T+3), H
PG R —FERE AN T+ F. RIGEH] TATWAEE R 808, BT RREER, REXRT 5
TNe BOAN, WIEFER T ZM X FAMFRE RS T cluster Z0FE . ***FKIRTE 1% MK LR, **
FRTE 5% LR ZE, *RIRTE 10%HKF L.

T AT I AR B A (A B, JRAE RS I — AN R ER A, A DG4
RIRTHR 5. HES W R, ANER Tu_dif &2 Da_dif, Localb*Post Repub*Post Fll
Bal*Post ] ZEHKIR 1% 117K ERZE IR T 00 XEFFITE BRI Tt —2
HI IR -
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x5 HIHMBRENMNBEREZELIEER
Ta dif Da_dif

AR A OTHEH FH TH RH TH FH TH FH TH FH TH
Intercept -0.066%**  -6.81 -0.062*** -6.43 -0.065%** -6.72 -0.369*** -3590 -0.365*** -3548 -0.368*** -35.78
Post -0.013*** -20.40 -0.011*** -18.14 -0.020%** -23.76 -0.013*** -19.88 -0.010*** -16.92 -0.018***-21.05
Localb*Post  0.011*** 14.19 0.011***  14.17
Repub*Post 0.017*** 12.79 0.012%** 9.72
Bal*Post 0.031*** 16.76 0.025***13.98
Ta_mins -0.913%** -157.61 -0.914*** -157.51 -0.914%** -158.33
Da_mins -0.947%*%* -170.88 -0.946*** -170.30 -0.947***-171.13
Size_dif 0.001** 2.05 0.001** 236 0.001%** 2.35  0.005*%** 1577 0.005*** 1596 0.005***16.00
Size_min 0.007*** 1590 0.007*** 1592 0.007*** 16.02 0.021*** 40.83 0.020*** 40.63 0.021***40.81
Lev_dif -0.016*%**  -6.94 -0.018*** -7.56 -0.017*** -7.35 -0.018*** -798 -0.019*** -843 -0.019***-8.32
Lev_min -0.083*** 2630 -0.085*** .26.57 -0.083*** 2622 -0.085*** -2746 -0.086*** -27.49 -0.085***-27.30
Cfo_dif -0.054*** -10.67 -0.056*** -11.09 -0.056*** -11.00 -0.091*** -18.05 -0.092*** -18.25 -0.092***-18.26
Cfo_mins -0.753%** -106.99 -0.756*** -107.11 -0.754*** -107.27 -0.741*** -109.47 -0.742*** -109.35 -0.741***-109.55
Loss_dif -0.027*** 3539 -0.027*** -3496 -0.028*** -3551 -0.026%** -34.16 -0.026*** -33.69 -0.026***-34.18
Loss_mins -0.077*** -46.22 -0.077*** -4593 -0.077*** -46.51 -0.078*** -4586 -0.078*** -45.57 -0.079***-46.02
Drev_dif 0.024*** 13,67 0.024*** 13.69 0.024*** 13.81 0.026*%** 1524 0.026*** 15.18 0.026*%**15.32
Drev_min 0.045%%* 14.54 0.047%** 15.08 0.045%** 1468 (.061*** 19.61 0.062*** 20.04 0.061***|9 75
Ageidif 0.002%** 4.55  0.002%** 3.10  0.002%** 3.55  0.002%** 4.63  0.002%** 3.24  0.002%** 3.60
Age mins -0.003***  _550 -0.004*** -7.36 -0.005*** -8.00 -0.001 -1.58 -0.002***  -3.35 -0.002***-3.89
eridif 0.036*** 13.80 0.036*** 13.52 0.036*** 13.80 0.037*** 14.52 0.037*** 1427 0.037***14.48
Grw_min 0.041*** 1456 0.039*** 14.04 0.040*** 1441 0.043*** 1553 0.041*** 15,05 0.042***15.34
Curridif -0.000%** 338 -0.001*** 472 -0.000*%** 297 -0.001*** -535 -0.001*** -6.65 -0.001***-518
Curr_min 0.002%** 473  0.002%** 3.92  0.002%** 5.15  0.003%** 6.49  0.002%** 5.64  0.003*** 6.71
Receﬁdif 0.019%** 520 0.017%*** 4.44  0.017*** 441  0.021*** 577 0.018%*** 5.02 0.018*** 4,99
Rece _min -0.005 -0.85 -0.010* -1.88 -0.008 -1.43  0.009 1.61 0.003 0.60 0.005 0.97
Storidif 0.028%** 9.45  0.029%** 9.72  0.027%*** 8.95 0.033*** 1137 0.034*** 11.57 0.032***10.96
Stor_min 0.073*** 1577 0.076*** 1635 0.078*** 16.95 0.077*** 17.36 0.080*** 17.84 0.082***]8.38
Tenureidif -0.001 -1.15 -0.000 -0.74 -0.000 -0.19 -0.001* -1.89 -0.001 -1.42 -0.000 -0.98
Tenure min -0.002*** -439 -0.002*** -3.66 -0.002*** -2.95 -0.002*** -396 -0.002*** -3.00 -0.001** -2.47
N 42,428 42,428 42,428 42,428 42,428 42,428
R? 0.59 0.59 0.59 0.61 0.61 0.61

ke TER 5 o, AT N Ta_dif 1 Da_dif, F7mBER1 % 7 RV 5540 5 m] L K30 A48 543 3 2 Localb*Post.
Repub*Post Fl Bal*Post. 3.H', Localb. Repub F1 Bal 437 FH LAl 7% 7 2045 s 38 i T A AR 3k . 7 %5 DA
SR VHITEER (P Post NIEWE R, AIFEMEFHEIEN 1, SMN 0. 7ER S, FERA OLS [
WA, P HAERARWINE K EHATE =4 (T3, T+3), HPEHERHE—FERE RN T+H F. FaeiE 7470
EEEIE BB, TR, RERDFIR. A, REFERSZE X EARR R T cluster 43
*RFINE 1% MK ERE, #*RIRE 5% MK ERE, *RIRAE 10%KKTF LR,

TERTR A BT, FR AR P R 0877 1 E AR Bt 2 o L AR A,  DAIX 2y i dh 5
55 5 A TR A S AR (] R~ e . R T 3 — D IR AL 45 AR e, FR 453l LA
BRI AR . T ALS YO 1) B SRR B B TR AR . TR AR
(]2 AN 1998 “EFF 4, 1 A v 2% FH B s 9 5 46 T 2003 4, 1 HAE 2003 4FJ51R %2 i
O\ FATYIR A A LR 5 o U 2 A, DR e B AR A P o - 2 FH B i e T U R
B, DUBE AR R KB IIREAREA . MRS RPN TR 6, R 6 WLLEH, HilJifF
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%6 ARHEAETE TR I SHELE R

DL B8 72 Py AR Y — DRSS\ B 1 4R 56 H
5% A R 5% TR
Ta dif Da_dif Ta dif Da _dif Ta dif Da _dif

TE RN TH AW TH AN T &AM TM A% TME A% TH
Intercept -0.070*** 729 -0.376*%** -36.56 -0.060*** -620 -0.363*** -3538 -0.072*** 747 -0377*** -36.69
Post -0.021%** 2624 -0.019*** 2398 -0.023*** -18.80 -0.022*** -18.21 -0.023*** -26.63 -0.021*** -24.16
Localb*Post 0.011*%** 1236  0.011*** 12.64 0.008*** 797  0.008*** 8.58 0.013*** 1499 0.012*** 14.69
Repub*Post 0.015%** 11.82 0.012%** 943 0.019*%** 13.04 0.015*** 10.49 0.015%** 1098 0.012%*** 8.78
Bal*Post 0.021*** 11.39  0.017*** 9.44  0.023*** 1296 0.021*** 11.86 0.022*** 11.19 0.018%*** 9.24
Ta_mins -0.919*** _158.66 -0.916*** -157.93 -0.919*** .158.89
Da_mins -0.952%** _171.51 -0.948*** _170.64 -0.953*** _171.66
Size_dif 0.001*** 2.81 0.006*%** 1646 0.001** 224  0.005%** 1587  0.001*** 2.92  0.006*%** 16.54
Size_min 0.008*** 16.61 0.021*** 41.54 0.007*** 1563 0.020%** 4048 0.008*** 16.80 0.021*** 41.66
Lev_dif -0.018*** 769 -0.019*** 859 -0.017*** -7.52 -0.019*** .835 -0.018*** .7.69 -0.020*** -8.59
Lev_min -0.086*** 2714 -0.088*** -28.13 -0.085*** -26.54 -0.086*** -27.42 -0.087*** -27.23 -0.088*** -28.20
Cfo_dif -0.060*** -11.81 -0.096*** -18.97 -0.057*** -11.31 -0.093*** -18.42 -0.060*** -11.88 -0.096*** -19.04
Cfo_mins -0.759*** _.108.03 -0.745***-110.08 -0.756***-107.31 -0.742***-109.44 -0.759***_-108.18 -0.746***-110.20
Loss_dif -0.028*** 3571 -0.026%** -3444 -0.027*** -3543 -0.026*** -34.12 -0.028*** -35.68 -0.026*** -34.41
Loss_mins -0.077*** .46.52 -0.079*** -46.07 -0.077*** -46.40 -0.079*** 4597 -0.077*** -46.41 -0.079*** -46.00
Drev_dif 0.024*** 14,15 0.026*%** 15.62 0.024*** 13.87 0.026*%** 1532 0.024*** 1420 0.026*** 15.68
Drev_min 0.046*** 1479  0.061*** 19.81 0.046*** 1501 0.062*** 1998 0.045*** 14.65 0.061*** 19.70
Age_dif 0.002%** 4.61  0.002%** 4.67  0.002%** 3.71  0.002%** 3.83  0.002%** 4.57  0.002%** 4.61
Age_mins -0.003*** _585 -0.001* -1.87 -0.004*** _-637 -0.001** -2.36  -0.004***  -6.09 -0.001%** -2.10
er_dif 0.036*** 13.89 0.037*** 14.60 0.036*** 13.65 0.037*** 1437 0.036*** 13.89 0.037*** 14.59
er_min 0.040*** 14,60 0.043*** 1557 0.040%** 1431 0.042*** 1529 0.040*** 14.62 0.043*** 1558
Curr_dif -0.000*** 279 -0.001*** -486 -0.000¥** -396 -0.001*** -6.01 -0.000** -2.52  -0.001*** -4.65
Curr_min 0.002%** 5.50  0.003%** 7.15  0.002%** 443  0.002%** 6.09  0.002%** 5.77  0.003%** 7.36
Rece_dif 0.018%** 4.87  0.020%** 5.50  0.017*** 442  0.018*** 5.02  0.019%** 5.03  0.021%** 5.63
Rece_min -0.005 -0.85 0.009 1.63 -0.009* -1.69  0.004 0.73 -0.004 -0.68 0.009* 1.76
Stor_dif 0.027%** 9.22  0.033*** 11.17 0.028*** 9.56  0.033*** 1142  0.027%** 9.27 0.033*** 11.22
Stor_min 0.077*** 16.62 0.080*** 18.05 0.077*** 16.63 0.081*** 18.00 0.077*** 16.66 0.081*** 18.09
Tenure_dif -0.001 -1.12 -0.001%* -1.85 -0.000 -1.04 -0.001%* -1.76  -0.001 -1.19 -0.001%* -1.89
Tenure_min -0.003***  _558 -0.003*** 493 -0.003*** 492 -0.002*** -423 -0.003*** -562 -0.003*** -494
N 42,428 42,428 42,428 42,428 42,428 42,428
R2 0.59 0.61 0.59 0.61 0.59 0.61

ke TE3R 6 1, AR S5  Tu_dif 1l Da_dif, FosBE 1% 7 (W 454 5 AT L . K368 549 & Localb*Post.
Repub*Post Fl Bal*Post. :H1, Localb. Repub F1 Bal 537 Fi LA &% 20 o 35 s v M RO 3 1 . 755 B
KA TR BT Post MBI R, GHEMNEFHAEEIUEN 1, BWA 0. EX 6 H, FEM OLS [HIH
FERY, 2 P AR KA AT E =4 (T3, T+3), HPEHENE—FREN T+H 5. FEEEEREE L, &
[EHE LA AT 3R A5 (R P LR A D Bt S 55 A asE o TR A2 ) 7 AT MV R0 4 B PR 18 5 258, R TR MR IR, &
ERPGIR. Mo, REFLE S ZHE EX B RARAERI T cluster 48, ***FRTE 1%MKF ERZE, %
TNE SUHIIKT LR, *RORAE 10%HKT L& 3.

MR RE RIS RMSIGES SR . BLAh, fERTR A, Bk BLE I i =4 15
Yot B UM AR RFAE . Dy 1 8k St STIYITRI 0 SRS R A RE T, By L& IF AT Y
SRR — 4 BB 7 5 o UK (R AE . AR, BIFFCIIA] B & R AT S =R
R AE G = ARRT— 4 5 =4 RIS RN T3 7. 38 7 olAn, &
(1) PR AR A AN S0 SR 6 SR AR X 3 (R 5
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Fz7 AREHEAE T EITIMEFREZRISKIELS R
(T-2, T+3) (T-1, T+3)
Ta_dif Da_dif Ta_dif Da_dif
B B3 T 1 R T 18 B0 T 1 R T4

Intercept ~ -0.075%%*% 728 -0.375%** -33.88 -0.090%** -8.15 -0.388%** 3247
Post -0.024%%* 26.95 -0.022%%* -24.65 -0.020%** -19.69 -0.018*** -18.39
Localb*Post  0.013%** 1513 0.012%** 1470 0.012%** 14.60 0.012%** 14.38
Repub*Post  0.014*** 968  0.010***  7.01 0.015%** 10.84 0.011*** 8.05
Bal*Post 0.020%*%* 1036 0.016%** 845 0.014*** 802 0.010%** 623
Ta_mins -0.918%**_144.97 -0.913%**-130.83
Da_mins -0.949%** _156.01 -0.946*** -142.30
Size_dif 0.001*%*  2.09 0.005%%* 1427 0.001* 173 0.005%%* 12.63
Size_min 0.008*** 16.00 0.021%** 3842  0.009%** 1620 0.021%** 36.54
Lev_dif S0.017%%*  -6.56 -0.018%** -7.06 -0.017*** -627 -0.018%** -6.83
Lev_min -0.088*** 2514 -0.087%%* -2532 -0.090*%** -23.64 -0.090%** -23.72
Cfo_dif 20.052%*% 971 -0.086%** -15.86 -0.058%** -9.60 -0.088%** -14.47
Cfo_mins ~ -0.751%%%_100.25 -0.734*%*_101.29 -0.741*** -88.88 -0.728*** 8907
Loss_dif ~ -0.027%%% 3225 -0.026*** -31.44 -0.027*** -28.89 -0.026*** -28.16
Loss_mins  -0.080%** -43.63 -0.082%** -43.85 -0.079%** -38.53 -0.081*** -38.66
Drev_dif 0.023**%* 1273 0.026%** 1437 0.018*** 935 0.019%** 10.15
Drev_min  0.040%** 12,15  0.056*** 16.96 0.048*** 1171  0.060*** 14.87
Age dif 0.002%** 393 0.002%** 387 0.002%** 375 0.002%*%* 424
Age mins  -0.003**¥* 466 -0.001 -1.05  -0.002*%* 225  0.001 1.10
Grw_dif 0.038**%* 1326  0.039%** 13.65 0.044%** 13.68 0.047*** [5.12
Grw_min 0.043%%* 1408  0.045%** 14.97 0.044%** 11.87 0.049%** 13.92
Curr dif  -0.000%%* 374 -0.001*%* -529 -0.001*** -6.70 -0.001*** .7.2]
Curr_min  0.002%%* 468 0.003*** 637 0.001*** 292 0.002*** 429
Rece_dif 0.029%** 703  0.031*** 756 0.042%** 912  0.043*** 95]
Rece_min  0.008 1.40  0.023*%* 388  0.020%** 3.00 0.037*%* 569
Stor_dif 0.027%%* 836  0.032%** 999  0.024*** 696 0.030%** 876
Stor_min 0.077%*%* 1551  0.083*** 17.01 0.072%** 1326 0.079%** 14.75
Tenure_dif -0.000 -0.25 -0.000 -0.55 -0.001 -0.97 -0.000 -0.82
Tenure_min -0.004*** 571 -0.003*** -505 -0.005%** -7.15 -0.004*** -6.10
N 36,743 36,743 30,181 30,181
R? 0.58 0.60 0.57 0.60

W fER 7T, RN AN Ta_dif M Da_dif, FaaBERIZ SRS T HME . fieas s 5l
#& Localb*Post. Repub*Post 1 Bal*Post. .71, Localb~ Repub F Bal 53| F UL &2 ' 41 & om 34
HUTRE s . P DS H LA R P AT 1 Post NEWVE &, &IFEMEAHEGIEN 1,
TR 0. 7E5R 7 v, FKH OLS [BIARLRY, 22 7 20 A4 A 18] 43 T8 B & FF AT AR JE =45 (T-2, T+3)

MG — S5 =4F (T-1, T+3), HPEIFERE —FREN T+1 F. FISEEH] 747 A F 1 [ 2 %%
B, HTRIERR, REXRTIR. o, REFERFEE EXEAARAERIE T cluster 43 .

RRLINTE 1%HIK T ERE, *RRTE S%HIKTF LR, *RRE 10%HMKTF LR,
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e AR, HR 4 0IHL, YRBESNN Ta_dif B Da_dif B, Ta_mins-.
Da _mins. Lev_min. Cfo min. Loss_dif loss min. Rece min. Tenure dif F! Tenu min
1 REIITE 10%1 7K 2.2 /NT- 05 Leverage Drev_difDrev_min- Age_dif~Grw_dif+
Grw_min~Curr_min K1 Stor_min W] REIITE 10%H7KF L KT 051 Size dif-Size_min-
Cfo_dif Age min. Curr_dif Rece_dif F Stor_dif "] R E LG TR X EAEE, 5§
BB RS K6 METH, ERESSEHARS, HIGESRIEAR E5E 4
4R — 2.

(=) TafEMmL

TERTIR AT, ST P A0 5 s o mT b, i o Sk 32 LR 28 R 00 H A B
THRE AN DS IE P B A R A TF (3 A TR o D T 3 G AT L T B R I A
ghRmsem, LR T T IE AT AN TRNE, 200 DB Rl iy R e B
IR R AR TS 1 PR B A2 18 T (1) B M LR T 5 P T 4541 5 TR mT Bl
BaJE, FRUAEE 2 NIE e SO EREE TR R P R SR T Lot B e, IRET
AL 2% T IOUH B STRE, 43 A CABR TR . B E A B L A T ) B A A
TR AR T 1 1 B A R A T () B A L R T 55 P T O 454 45 14 T B e
teAh, Bt —S UL ERFIE 25 2001 FERAR) ( EHARATIAES), K EHE 0w
SAE—WHIE, VSRR EETE A EE R R RO RN . 7R R T
Tk, SHIESE R S TR &5 R AR A B3 R A, R SCRFIR B 1 B 2 AR 3.

TERTIR AT, ARSI ES &S “PUK” 8 “FR” i ii$HEs
P& 3 IE — R AT . N T RA LS IES S “IK” 8k “HK” &t
IS AT R G 2 o i Fe s SR pgse ), FRAIBRS “PUKR” 8L “HR” S1HImEs
B & FE AR IORE AR, ST AL 1 34T [R50 o SEUE 25 SR B R A B AR,
B 1. B 2 ARG 3 AR AR AT .

TR — IR E 47 NFHE A XA BRI &I F 4, h
RN G S O TR A B BT S HE S T 45 R doe s, FRAE
U= F TG F, EHEE 1 AT EE ST AHRRISHES RR K
ETE LI I

RO ER P HARHER, BEHER P HENRIEESR, NEEE P HA N
Ko TR HEGREKT, HIEELE ~HEFE s/ MEE TR E. TPk
A REIITE i ZE 0 SRS R, ROULE P SRR E T E R A RHE
K FEXS ALY 1 B RV 2347 5 RO ISR S5 RARIR SCRAB R 1 Rk 2 AV 3.

REFHE THMORNTE, KRN EERTE, REHKEEAZNHR,
Ao FECE WK OLS fhih&E. MEEEN, FRMT Tobit BB AR B LS, SHIEL,
BRRAELE

BOMHEL T (T-3, T+1) M (T-3, T+2) AR 4550k, Hoslik, &
RSP AT R AR R A B AR . FRAEHI FUa R v 25 R i — D 1 S K25 R
i) o SRT, 58I HATERAG , ff o o v TR 42 U0 i P )t R R, U KRB EAR I B 2R,
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AL AP Ep Y (e

TEE R IR A MG IR AT G =L IR A IO X T X FhRER I 5,
NTIRFEE I E R e, B &I G =R AN IRE FEF R a S EREA T
flan, A5 B{E 2006 FEE5HA C, ALK TREAEGHFM, T+ 52 2006 £, T+2
FEAE 2007 4E. A0 T+3 4E (2008 4E)C 5 D &34 E, WX T A+B=C XA & 3344,
T+3 £ (2008 4E) AN FTIIE . 14T C+D=E X/NEIEHEM, T+1 44 2008
4, T-1 58 2007 5, T-2 48 2006 4. BT T-3 4 (2005 ) WARSMAE C, WAE
NWEFIAEL. A TR AR RN, REE - REHEZFENRAENE ZIREHH
5, BT R KA B AR

() #E—Fitie

F T 38 B TP MR TERE bR T Bl e AR, BRI 3R BE 2 9 & S 34 o 1 D
MIRE AR T DT SRTAT, S934 R THIMEE BN b T Bt A7, (H AL B ) A 1E AN T
O o 55 A B LU (1 R A P e s B e B T R ) EL B, I S R 0 SR
AT EL PR 2 LR 7 i) o A e T IR A s R R 5 T — e 2 T A ] R
() (B 85K A5 R T B 0 JEE 37 o L DT B EL BN AE 28 W 5 5 AR P2 R E . SR 59
A THIT R IR R AE . B Timid oy =S, S5 S TR st 2 S80S
S TR AV BB AT, T Hoh s PR s T L SRS S T R BRI A, (AR
PRI PRI o EIXFIEOL T, BER S v RS HE ARG, 8 T U ) 25 7 IR0 454 5
AT ECPEEUG . DRI, 5534 o T DT 0 M 5 iR 34 o DT 2 1 b 3 e ) 38 B L B0 1) 52
We) 7 [l e — B0 o SRT, 55 A H T 7 R R A o DA P 7 R B PR LB ) SR
i EGRA R . g5 TN R R R, BRI 208 T s R B 3R
TR G5 AL 2 TR A RN ], X TE— @ FR I BRI T 55 34 A0 5 B A 11
DL, JEES T REARE IO, EIXAIEDLT, BER RS S G A RS, w i
() 2 P BRI 554 o mT B PR R o

8 MK 9 Hn 7 55 d tHIMBEAANL A N A d THIMHE bR Bl M SHEgs R £ 8
o, LB SR EA R VTN 55 A B LMY B BRI M AR . iR 8 AT, AN
EWAER Ta_dif /2 Da_dif, Localos WREIIAIEE. MH, UHEEN Da_dif
i, Localos [ REAE 5%HI/KF ERZERTE. 52 MMM Localob 1 R EMIRTE 1%
IR ERFERT 00 7ER 9 o, AE SRS THITHER 55 35 87 v M R AR 22 %
fIREA ., % 9 WA, AERAER Tu dif iR Da dif, Repuos ] ZBUINTE 5%FHI7K
P ERENTE. S5ZXRT) Repuob I REMKIRIE 1%1KF ERERTE. XL
FEERIEAR FIESE TR . 73R 8 MR 9 ik M 55 35 87 LI A 1 B A e
bR B 2 P AR AR, L H &0 T TR IR I IR 5 52 55 5 A LT TR b e AN A
SN o WIET AR, BT A TR R PR I B i 2 SR, R A G R IX LA,
W T4t BT R Z B A W MRS . 55— J7TH, 5 BRIX SR A B AG R 5 V5 Bl 1)
B 3R A TR I RO S 2 R
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F8 PEFHMNATHERZMNIES

Ta dif Da_dif

A i T1H 3 T1H
Intercept -0.066%** -6.31 -0.360%** -32.07
Post -0.025%** -14.30 -0.024*** -14.03
Localob*Post 0.009%** 5.80 0.008%** 5.10
Localos*Post 0.002 1.36 0.003* 1.90
Repub*Post 0.015%** 10.28 0.013%** 8.92
Bal*Post 0.025%** 10.06 0.022%** 9.19
Ta _mins -0.918%** -151.11
Da_mins -0.947%** -162.30
Size dif 0.001%* 2.48 0.005%** 14.73
Size_min 0.007*** 14.87 0.020%** 36.72
Lev_dif -0.014*** -5.98 -0.015%** -6.28
Lev_min -0.078*** -24.00 -0.079%** -24.37
Cfo_dif -0.059*** -11.15 -0.095%** -18.21
Cfo_mins -0.740%** -100.04 -0.729%** -102.28
Loss _dif -0.028*** -33.33 -0.027%** -32.27
Loss _mins -0.077%** -41.16 -0.079%** -40.77
Drev_dif 0.017%** 10.50 0.020%** 11.96
Drev_min 0.038%** 11.87 0.053%** 16.11
Age dif 0.002%** 3.27 0.002%** 3.55
Age mins -0.005%** -7.74 -0.002%** -3.19
Grw _dif 0.039%** 13.39 0.041%** 14.40
Grw_min 0.043%** 14.39 0.047%** 15.67
Curr_dif -0.000 -1.23 -0.000%** -3.40
Curr_min 0.002%** 5.43 0.003%** 7.34
Rece_dif 0.015%** 3.55 0.017*** 4.34
Rece_min -0.005 -0.85 0.006 1.09
Stor_dif 0.034%** 11.01 0.040%** 12.79
Stor_min 0.085%** 17.23 0.087*** 18.20
Tenure_dif -0.001 -1.57 -0.001*** -2.69
Tenure_min -0.002%** -3.21 -0.002%** -3.32
N 35,929 35,929
R’ 0.60 0.61

R R 8, NSRS AN Ta_dif Ml Da_dif, FZFERIZ A S&4E T bt R de s &3 5l
#& Localob*Post Localos*Post. Repub*Post 1 Bal*Post. ' Localob R Localos 43 7 LA &%
FRA R A PR S 9 A TR A I s Repub T B 7 2 & s A o UM B A 2
Bal AT 7 A o MBI ) s Post MR R, &IFEMEPHESTUERN 1, BN
N 0. fEFR 8 1, KA OLS BIAMEL, 2/ AR AN & i i v MBI 55 35 i vH My A
IR R P E A S, FEAR KA IS =4 (T-3, T+3), HhEIFERH—FE A E
N T+ R RG] T AT AR L B 08, BT RIERTIR, RIERTHIR. Mok, REFER
JUZ X EARFRE R T cluster A3 . **LKIRTE 1%HIKT ERZE, *RRTE S%HIKTF LR
%, *RORAE 10% 1K LR,
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R9 SBHERMIATEERRRLIELS

Ta dif Da_dif

B3 23 T1H il T1H
Intercept -0.077%** -7.93 -0.386%** -36.99
Post -0.022%** -23.92 -0.019%** -20.62
Localb*Post 0.013%** 15.20 0.013%** 15.06
Repuob*Post 0.015%** 10.56 0.012%** 8.28
Repuos*Post -0.003*** -3.67 -0.006*** -5.98
Bal*Post 0.020%** 9.82 0.015%** 7.41
Ta _mins -0.919%** -157.98
Da_mins -0.954%** -170.90
Size dif 0.001*** 3.31 0.006*** 17.03
Size_min 0.008*** 17.18 0.021%** 41.89
Lev_dif -0.018*** -7.76 -0.020%** -8.68
Lev_min -0.087*** -27.14 -0.088*** -28.12
Cfo_dif -0.060%*** -11.79 -0.096*** -18.96
Cfo_mins -0.759%** -107.48 -0.746%*** -109.57
Loss _dif -0.027*** -35.39 -0.026%*** -34.17
Loss _mins -0.077%** -46.29 -0.079%** -45.93
Drev_dif 0.025%** 14.30 0.027%** 15.79
Drev_min 0.046%** 14.71 0.061%** 19.64
Age dif 0.002%*** 4.57 0.002%** 4.78
Age mins -0.004*** -5.92 -0.001* -1.78
Grw_dif 0.036%** 13.81 0.038%** 14.65
Grw_min 0.040%** 14.42 0.043%** 15.52
Curr_dif -0.000*** -2.59 -0.001 *** -4.64
Curr_min 0.002%** 5.67 0.003%** 7.35
Rece_dif 0.019%** 5.12 0.021%** 5.76
Rece_min -0.004 -0.74 0.009%* 1.74
Stor_dif 0.027%** 9.14 0.032%** 11.08
Stor_min 0.076%*** 16.44 0.080%** 17.90
Tenure_dif -0.001 -1.41 -0.001** -2.16
Tenure_min -0.003*** -5.80 -0.003*** -5.00
N 42,072 42,072
R’ 0.59 0.61

W 2R 9, ARSI AN Ta_dif Ml Da_dif, FZFERIZ 7 A S4E T EME . R de s &3 5l
#& Localb*Post. Repuob*Post. Repuos*Post F Bal*Post. ™, Localb Fl VA& 4 & Rk A
THTEE RN Repuob 1 Repuos 43 73 T &2 2 416 Hh o 35 8 TH T L5 95 55 B o MR (0 7 4
Bal AT 7 A e MBI ) s Post MR R, &IFEHMEPHESTUERN 1, BN
0. fEFR 9, KA OLS BIEAMEL, 2/ HAR ARG &R v A 55 55 i v A
RERENEPAEUEE, HAMIEY GG =F (T3, T+3), HhEIHERE —FEREN
T+ 4Fo FILFEH TATIAE R B 2 08, BT RIRATIR, REERPIIR. i, REFERFH
JETE_EX EVARARAER I T cluster 20 . ***FIRIE 1% K/KF LR, »RIRE 5%IKF LR,
*RIRAE 10%1 K7 B2,
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* 10 BHFAIEHINLSIER
Panel A: A1 JE FISLUESE R
Post=0 Post=1
(1) Ta_dif (2) Da_dif (3) Ta_dif (4) Da_dif
B E T1H 2 T1H 2 T 1 23 T H
Intercept -0.092%** 629 -0.424*** -28.11 -0.074*** -6.14 -0.356*** -27.89

Localb -0.001 -0.68 -0.001 -1.20  0.012%** 14,95 0.012%** 14.44
Repub -0.001 -0.87 -0.003* -1.89  0.016*** 11.97 0.012*%**  9.16
Bal 0.003 1.41  0.002 1.24  0.017*** 899 0.014*** 743
Ta_mins -0.933*#* -131.91 -0.911*** -130.77

Da_mins -0.974*** -140.77 -0.937*** -139.97
Size_dif 0.001** 2.57 0.007*%** 13.80 0.000 0.87  0.004*** 997
Size_min 0.009*%** 12,46  0.023*** 3242  0.007*** 1236 0.019*** 31.53
Lev_dif -0.015%** 545 -0.014*** -520 -0.019*** -7.08 -0.024*** -8.86
Lev_min -0.086*** -20.86 -0.088*** -21.82 -0.082*** -21.06 -0.083*** -21.37
Cfo_dif -0.086*** -13.4  -0.128*** -20.63 -0.036*** -6.25 -0.066*** -11.82

Cfo_mins -0.799*** -97.56 -0.788*** -99.10 -0.711*** -94.70 -0.698*** -94.70
Loss _dif -0.030*** -26.03 -0.028*** -2529 -0.025%** -2530 -0.024*** -24.40
Loss_mins  -0.079%** -30.52 -0.080*** -31.62 -0.075*** -31.01 -0.077*** -32.37
Drev_dif 0.035%** 19.66  0.038*** 2199 0.016*** 11.68 0.017*** 12.89
Drev_min 0.046*** 12,18  0.059*** 1599  0.049*** 12.89 0.068*** 17.93
Age_dif 0.004*** 513  0.004*** 485 0.001 1.20  0.001 1.59
Age mins  -0.004*** 43 -0.002**  -2.10 -0.002*** -3.45 0.000 0.28
Grw_dif 0.035*** 10.7 0.034*** 10.52 0.036*** 12.93  0.039*** 13.96
Grw_min 0.042%** 12.87  0.043*** 1328  0.034*** 10.85 0.036*** 11.85
Curr_dif 0.000* 1.66 -0.000* -1.88  -0.001*** -4.99 -0.001*** -43]
Curr_min 0.006***  7.89  0.007*** 946 0.001** 2.12  0.001%** 2.40
Rece dif -0.009* -1.66  -0.008 -1.52 0.047*** 972  0.049*** 10.22
Rece_min ~ -0.020**  -2.39 -0.006 -0.78  0.018** 242 0.031**%* 421
Stor_dif 0.029***  6.16  0.033*** 729  0.025***  6.09 0.031***  7.68
Stor_min 0.081*** 12,19  0.084*** 1293  0.067*** 11.76  0.072*** 12.83

Tenure dif -0.002%* 244 -0.003*** -4.45 0.000 0.57 0.001 1.29
Tenure min  -0.003*** 319 -0.003*** 399 -0.005%** -732 -0.004*** -554
N 21,247 21,247 21,181 21,181
R? 0.58 0.60 0.60 0.62
Panel B: & 510 Ja R8T
3-m -2

AP R Z i R Z{d
Localb 0.013%** 10.22 0.013%** 10.36
Repub 0.017%%* 8.54 0.015%%* 7.49
Bal 0.014%** 5.71 0.012%** 4.83

R fER 10D, KA HN Ta dif I Da_dif. 1310 1, LR OLS [AIARERL, % 4 &k
AW K A FERTE =4 (T-3, T+3). FRaBEH T4V AEE R 2 8, BT RRATIR, KRIERX
HHIIR . BeAh, TRAEAEEZ 2 1 B [ AR HE R T cluster AbFE . ***FRRTE 1%M0/KF 8%,
FRLORTE S%IKT R, *FRRIE 10% KT LR,
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B, RGP E T M AR RN 5&IEEMEL, AT
T AEEA L NFEAR R TS, X T & arp sl e R 3R L 7520 R 3 AP v R 3R
(R 12K I AR M AR S LB FRAE N . DAL, R DL T 0 8248 24 48 DL R 2 R
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