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Abstract
The resulting literature has been emphasizing the importance of corporate governance and
focusing on the impact of one mechanism on financial reports. There is less research that
synthesizes the diversified monitor tools or incorporates the influence of internationalization
on corporate governance. In this study, we apply the internationalization theory, agency
theory, and stewardship theory to investigate the impact of internal and external monitoring
mechanisms as well as internationalization on earnings management. Based on a sample of
1171 observations from listed firms in the electron industry between 2002 and 2005, we find
that the CEO duality, independency of directors, monitoring from sophisticated institutional
investors, and enterprise's internationalization could reduce the earnings manipulation by
managers. Furthermore, among the competitive theories, we find that the agency theory is
more suitable in explaining of corporate governance than stewardship theory. Our result also
sheds light on the important impact of the internationalization theory on corporate
governance system. 
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1997 

2001 (Enron)

(WorldCom) 

2004 

( 1)

2005 

20.36% 24.29% OEM ODM 

(2005) 

Chung Firth Kim (2002) 

(Sophisticated Institutional Investors) 

Peasnell Pope Young (2005) 

Lee Liao (2004) 

Kao Chen (2004) Lee Liao (2004) 

158

1

2006 170 
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( Dechow, Sloan, & Sweeney, 1996) ( Kao

& Chen, 2004; Lee & Liao, 2004)

(Agency Theory) (Stewardship Theory)

�������������������	

Healy Wahlen (1999) 

(Accounting Accruals) 

(Discretionary Accruals) 

(Nondiscretionary Accruals) 

(GAAP) 
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Healy (1985) 

Kothari (2001) 

(1997) 

Healy (1985) 

(World Bank, 1999)

Ryan Schneider (2002) 

(Jensen & Meckling, 1976)

(Eisenhardt, 1989)

(Daily, Dalton, & Cannella, 2003)

( Zahra & Pearce II, 1989) Ajinkya Bhojraj Sengupta

(2005) Enron WorldCom 

(DeFond & Park, 1997)
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19 1

(Bonding Cost) (Monitoring Cost) (Residual Loss) 

(Eisenhardt, 1989; Watts &

Zimmerman, 1990) 

(Donaldson, 1990)

(Donaldson & Davis, 1991) Zahra Pearce II (1989) 

(Finkelstein & D'Aveni, 1994)

(Gillan & Starks, 2003) Patton Baker (1987) 

( ) 

( ) Donaldson Davis

(1991) 

Boyd (1995) 

Boyd (1995) 

( 2) (Bushman, Chen,

Engel, & Smith, 2004) 
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(Dalton, Daily, Ellstrand, &

Johnson, 1998; Hillman & Dalziel, 2003; Tihanyi, Johnson, Hoskisson, & Hitt, 2003)

(Bushman et al., 2004; Weisbach, 1988)

(Dechow et al., 1996) Kao Chen (2004) 

Peasnell et al. (2005) 

Klein (2002) 

Park Shin (2004) 

Yermack (1996) Peng (2004) 

Kesner Victor Lamont (1986) 

(Young, Ahlstrom, Bruton, & Chan, 2001)

(Qualified Institutional Investor) (Ryan & Schneider,

2002) Velury Jenkins (2006) (QFII)

(Sophisticated Institutional Investors)

( Kao & Chien, 2003; Pound, 1988; Velury & Jenkins, 2006)
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2002 ( ) 

( 3) ( ) 

2002 1996 2001 2002 2005

1996 2005 

(TEJ)

(Firm-year) 

1996 2001 1,812 347 

1,465 2002 2005 1,247 76

1,171 1 

3 14-2 14-3 14-4 14-5 

14-2 1 

9 17

10

10 1 
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Healy (1985) 

Jones (1991) 

(1) ( 4) 

Jones (Jones Model) 

DeFond Jiambalvo (1994) 

Jones (Cross-sectional Jones Model) 

Dechow Sloan Sweeney (1995) Jones 

4 Jones (Jones Model) (1) i
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( ) 

(2) Dechow et al. (1995) Jones

Jones 

(Modified Jones Model) 

Jones 

(Dechow et al., 1995; Bartov, Gul, & Tsui, 2000) Chung et al.

(2002) Davidson III Jiraporn Kim Nemec  (2004) Kothari Leone Wasley

(2005) Park Shin (2004) Peasnell et al.  (2005) Jones 

Jones (Cross-sectional Modified Jones Model)

Jones 

1996 2001 

(OLS) 

(1) a1, a2, a3 a1, a2, a3 a1, a2, a3 (2) 

(2002 2005 ) (2) 
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(1)

(2)

TACi,t i t

Ai,t-1  i t

NSi,t  i t t-1 
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MN

Sanders Carpenter (1998) 

Gomes Ramaswamy (1999) 

(Sanders & Carpenter, 1998)

(

0.49 0.5) 

0.911, 0.890, 0.685 69.68 Croabach =0.6548

(Size) (Lev) (VOLIA)

(FS) (FBd) (Cat) (1) 

(DeFond & Jiambalvo, 1994)

(Klein, 2002)

(Peasnell et al., 2005) (2) 

(3) 

(Claessens, Djankov, & Lang, 2000) Yeh Lee Woidtke (2001) 

(Yeh et al.,

2001) (4) 

(Panel Data) 
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(3)

(4)

(5)

(6)

PDAi,t  i t

Cati,t  1 2 3 

4 

Sizei,t  i t

VOLIAi,t  i t t-1

Levi,t i t 

FSi,t i t 

FBdi,t i t 

Duali,t i t 1 0

IndBdi,t i t 

QFIIi,t i t 

MNi,t-1 i t-1

Greene (2003) 

(3) (6) 

(Davidson III et al., 2004; Kothari et al., 2005; Park & Shin, 2004; Peasnell et

al., 2005)
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Pearson 3 

(PDA) (Dual) (IndBd) 

(PDA) (QFII)

(MNm) (ESRm) 

(Size) (QFII) (0.417)

0.5 (VIF) 

4 VIF 1.5
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Hausman 1 

1 ( 0.088 p=0.000)

(VOLIA) ( 3 =0.394 p=0.000)

2

3 4 4 0.095 0.099 0.109

2 1 2

(Dual) ( 7 =-0.013

p=0.716) 1 

2 (IndBd) ( 8 =-0.185

p=0.013) (IndBd) 

2 

1 (FBd) ( 6 =-0.115

p=0.141) 2 (FBd) 

( 6 =-0.185 p=0.025) 

3 3 4 (QFII) 

( 9 =-0.003 p=0.036)

3 

3 (FBd) 

( 6 =-0.190 p<0.05) 

2 3 R2 0.0046

(Dual, IndBd) 

(QFII) 

4 (MNm) 

( 10 =-0.035 p=0.003)

4 4 (FBd) 

( 6 =-0.174 p<0.05) 
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Gómez-Mejía Haynes Núñez-Nickel Jacobson Moyano-Fuentes (2007) 

(Socioemotional Wealth)

(Gómez-Mejía et al., 2007)

Arthurs Busenitz (2003)

Donaldson Davis (1991) Chung et

al. (2002) Peasnell et al.

(2005) Lee Liao (2004) 
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(Boyd, 1995)

(Complexity) (Dynamics) 

(Resource Munificence) 

Carpenter Pollock Leary (2003) 

Gillan Starks (2003) Reese

Weisbach (2002) Stulz (1999) ( ) 

(Gillan &

Starks, 2003)

(MN) 

(Dual) (IndBd) (QFII) ( 5 

7) (Aiken &

West, 1991) 5 

( 13 =0.001 p =0.066)
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