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Preface

Financial statement is the main carrier of accounting information, it is an
important way for investors to obtain corporate financial information, but increasing
financial restatements of listed companies have severely interfered with investors’
understanding to corporate financial information, which bring a serious challenge
for capital markets on information transparency. The existing researches on financial
restatement mainly involve the motivation and economic consequences of financial
restatement and the governance characteristics of related companies, but have not
reached consensus on many important issues. The reason lies in that existing
researches pay more attentions on the agency conflicts between shareholders and
managers (1. e. , the first kind of agency conflict) , but neglect the fact that stock
rights in many companies are centralized under nowadays economic transition
mode. Controlling shareholders may collude with managers, and manipulate
corporate earnings in order to occupy the interests of small shareholders (i. e. , the
second kind of agency conflict) . In addition, the conflict and coordination can
also present interaction effects between big shareholders and small shareholders or
shareholders and managers in corporate governance framework. The existing
researches are usually one-sided concerning the influence of dual agency problem
on financial restatement, and failed to integrate the company’s internal and external
governance mechanism among their analysis. Therefore, it has important theoretical
and realistic significance that research corporate financial restatement under
corporate governance mechanism based on the perspective of dual agent angle of
view.

Based on the perspective of corporate governance and dual agent, thisbook
summarizes relevant researches, researches the impact of manager agency problem
and controlling shareholders agency problem on financial restatement, and the

moderating effect of corporate governance mechanism on the relationship between



Preface

dual agency and financial restatement. It utilizes integrated research methods of
normative analysis and empirical analysis, complies with the route of *from
theoretical analysis to empirical analysis to countermeasures”, and executes
research from three aspects combining with current institutional background of our
country; (1) Researches the influence of dual agent on financial restatement; (2)
Researches the relationship between dual agency and financial restatement under
internal governance mechanism; (3) Researches the relationship between dual
agency and financial restatement under external governance mechanism. This book
deeply discusses the impact of dual agency conflict on corporate financial
restatement, and emphatically explores the moderating effect of corporate
governance mechanism on their relationship. Conclusion shows that two types of
agency problems positively related to the financial restatement. The research of the
moderating effect of corporate governance mechanism on the relationship between
dual agency and financial restatement shows that, concerning internal governance
mechanism, the nature of the nationalization of the controlling shareholder, the
equity incentive for managers and the debt constraint have positive moderating
effect on the influence of two types of agency problem. Controlling shareholder’s
stake has positive moderating effect on the influence of controlling shareholder
agency problem, but has reverse moderating effect on the influence of management
agency problems. Independent director proportion has governance effect on
controlling shareholder agency problem, but its governance effect on manager
agency problem is not significant. Both of the board meeting frequency and the
audit committee have governance effects on manager agency problem, but neither
of them has governance effect on controlling shareholder agency problem. All the
variables of external governance mechanism have good governance effect on two
types of agency problems.

According to the conclusions, this book puts forward several policy
suggestions as follow; (1) Strengthen supervisions of financial restatements in
listed companies, and adopt corresponding measures according to the different
causes inducing financial restatement; (2) Pay attention to the influence of dual
agent problem on corporate financial restatement. Companies’ earnings management
behaviors are derived from the widespread dual agent conflicts in company, we

should emphasize the constraints on managers’ self-interest behaviors (1. e.
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Preface

manager agency problems), but cannot ignore the possibility that the controlling
shareholders may manipulate earnings conspire with managers in order to occupy
the benefits of small and medium-sized shareholders (i. e. , controlling shareholder
agency problem ). Therefore, it is particularly important to further explore the
inducements of financial restatements and formulate the corresponding regulatory
measures; (3) Numerous of corporate governance elements based on traditional
principal-agent theory are actually double-edged swords, so we should be
dialectically consider the governance effects of corporate internal and external
governance factors; (4) Attach great importance to the comprehensive governance
effect of corporate internal and external governance mechanism. The governance
mechanism is a linkage system, the reciprocal effects exist in governance
elements, and unilaterally emphasis on the role of a certain governance element
might affect its actual governance effect. Moreover, the governance effect of various
governance element is different, so it is crucial that reasonably match these
elements; (5) Strengthen corporate internal and external governance mechanisms.
Currently, the governance effects of governance mechanism among our listed
companies are barely satisfactory, especially in the aspect of internal governance
mechanism, Therefore, how to strengthen corporate governance mechanism is an
urgent problem related to our government and listed companies,

This book tries our best to innovate in the following aspects: (1) This book
based on the perspective of a dual agent, researches controlling shareholder
behavior under dual agency model, and takes the double motivation of controlling
shareholders in corporate governance into account, thus covers the shortage of the
existing research; (2) This book based on the combing of plenty of domestic and
foreign researches about dual agency problem, selects overhead expenses rate as
the variable to measure the first type of agency cost, so as to reflect the seriousness
of managers agency problem, and selects the separating extent of ownership and
controlling right as the variable to measure controlling shareholder agency problem,
researches the impact of dual agency problem on financial restatement; (3) This
book brings plenty of elements of corporate governance into an integrated
framework of corporate governance mechanism, discusses the moderating effect of

various elements on the relationship between dual agency and financial restatement.
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