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Controlling shareholders’ collusion with executives in “big bath” earnings management
—Evidence from executive compensation stickiness
LYU Zi’an, LIAO Xinlin

(HKU Business School, The University of Hong Kong, Hong Kong 999077, China)

Abstract: In the past, China’s profit-based delisting rules have driven controlling shareholders to use “big bath” accounting
as a strategy to maintain listing status. Using data from A—share listed companies from 2007 to 2023, this paper empirically
examines how “big bath” accounting affect executive compensation stickiness. Baseline regression results show that
companies conducting “big bath” accounting show higher executive compensation stickiness than those that do not.
Heterogeneity tests further reveal that this impact is more significant in firms with stronger managerial independence,
higher shell resource valuation, lower executive shareholding ratios, and lower levels of perquisite consumption. These

findings provide theoretical support and empirical evidence for regulatory authorities to deepen registration—based reforms

and for listed companies to improve their compensation governance.
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Industry Yes Yes Yes Yes
Year Yes Yes Yes Yes
N 21396 21398 21396 21398
adj R 0.446 0.460 0.445 0.459
ZPE 0.066 0.060

RS Hoc , AN SCUAAS AR w8 B 15 HL A L
B BESE T Ar 2 RN, 2R INERE PR, 41 (1)

H(3) R T i BB L AR A 2 w] 1Y [m]
IHEER, ST R B TE LYK 25 1
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G (2) FF (4) BRT B Hu s s AR
O AEIEIEZE R, 2T R AR ARKIA B2 R 1

1B H:4 % B /)N . ZeFisher &G 56, %4118 £
HESHAG AN, HNEZEAET: 640
A S R A T B R A R TS, TR

®E SERRY KR

s

TXIBETAMEIZOR . 3 — Ml RER R,
OXELAE D 5 — M) A5k IR0 B AR T ST A
FA08, X EIIE TASCIe AT, RIFE “UE
R S T B FIAE 2 I R 25 50 B AE T BT

AREZERRIITES . Hochr BRI

T SEES M 2 B KRBT

Bathl Bath2
BTy FEIE LEBIMIG FEIE LR FEIE LA R Ll
(1) (2) (3) (4)
-1.816™ -1.197™ ~1.496™ -1.020"
Bathx<DxPerf (-6.920) (-4.499) (-6.126) (-3.187)
Bath 0.022 0.023 —0.137™ —0.087"
(0.695) (0.754) (-6.299) (-2.533)
DxPert 0.031 —0.286" -0.207 -0.507"
(0.219) (-1.772) (-1.528) (-3.318)
b 0.047" 0.026™ 0.058"" 0.040™
(4.524) (2.130) (5.801) (3.316)
2297 1.824™ 2.192™ 1.768™"
Perf (13.281) (9.873) (12.810) (9.762)
Industry Yes Yes Yes Yes
Year Yes Yes Yes Yes
N 22 681 20113 22 681 20113
adj R 0.538 0.468 0.537 0.467
LGP 0.052 0.098

HKHiH, AXSHERUNEFR SN, &

HOIEIVEER

, ST ZHUESRKIF 35 T, (FHAL

FEMHAAL S | [517E BRI | A7 52 L LR B3 KL
WA IEFERAR %, B2 R T OMRIREA LS RIfFAE
B EITH 2R, FF AR A R AP AR B
WU SRt T A, g5 nakepis. 51 (1) Fgil
(3) JB/n T AR A E B 2% OREA 22w A [ )
SR, ST RBOUTEL%KY- i Rt 5
(2) F13) (4) R TAAERBERN 2 pREAR 2

XHEWIRI)N ., ZFisher EAufGE, X4 R EZES:
HAGEH e HONTRR AT 7EHRIN 28—
PRSI SR R RIS, 75 YR SBolksi
AR, 5 AR AT L HAT Bl MR Y
FALH, IFREMS7E— @R AU b b, Xk
—BHRIET “PERE” Ba AT, BRI AN
FEA I ERPEAMGEHA T-BL. Haof 3 IR

*6 ARUHEN AKERT SHBEZE X RNE M0

Bathl Bath2
AphE IEHTEHR % ERAEIE 2 IEE AR 2% ABERAEIR 2%
(1) (2) (3) (4)
—1.794™ —-1.213™ ~1.384™ —0.957"
Bathx<D x<Perf
(-6.397) (-5.017) (-5.008) (-3.492)
-0.022 0.016 —0.119™" —0.128™
Bath
(-0.715) (0.541) (—4.853) (-4.761)
—0.262 0.052 —0.449™ -0.203
DxPerf
(-1.667) (0.354) (-2.972) (-1.485)
b 0.055™ 0.025™ 0.065™ 0.040™
(5.157) (2.206) (6.194) (3.701)
Per 2.250™ 1.756™ 2201 1.668™
er
(12.047) (10.774) (11.988) (10.457)
Industry Yes Yes Yes Yes
Year Yes Yes Yes Yes
N 24619 18 175 24619 18175
adj R? 0.534 0.474 0.533 0.473
ZPE 0.054 0.092
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(=) AEMEB S

e, A SCH I TR AR RO G N AR R
A, (RN TR o 225 AR IR 1 Sk
W9, ASSCHE U T HAR R “CEOJE i 57 L 1™
(1v) M, HCEOAELH, HizAwHRm T
LSRR A AT B AT, WRAEA 15 75 DA
0. MHRMTTIH, EAPTERY], CEOZLH 24T}
Al St “PERER A RTREES S, SMEVETT T, AE
CEOIEH R WHT A , Bf RS K 1 i

PSR RE e SR, ORGP 1 2
fik; MZECEOAEIE# BT, T Sl e 3 ok
X —TE0, P Jewk B s A S 2y, il
WX AL AN R 23T iz T LA RS A O
PEEAMEMEOR S — BB M H 25 R, PR TS
Gi it 104.35H166.45, LR AAFAESS T HAR
)@, HIVERBITEL1%KF FRENIE, £F
AT 5 BB R4 R B R, BathlxDxPerf
tj Bath2xDxPerf i) F £ 7E5% 1) K V- F @& h

R7 T ATEXRNREER

EoE ERYE
(K45 & Bath A5 i Pay
A
Bathl Bath2 Bathl Bath2
(1) (2) (3) (4)
0.269™" 0.211™
V4
(5.173) (5.298)
-0.278" —-0.714™
Bathx<DxPerf
(-1.978) (-2.197)
0.281™" 0.056
Bath
(9.492) (0.863)
-0.232™ -0.326™"
DxPerf
(-2.122) (-3.054)
0.049™* 0.050™""
D
(6.266 ) (6.274)
2.331™ 2.125™
Perf
(17.376) (15.827)
Control Yes Yes Yes Yes
Industry Yes Yes Yes Yes
Year Yes Yes Yes Yes
N 42 794 42 794 42 794 42 794
adj R? 0.632 0.348 0.500 0.497

VE: HPS—BY ORI Probit [, $5E0h Z (5.
AR S 38 3 0 1) 4553 DG B AR 7 v % i D9 A 1
[, DASEMEIRNH rh gl s e s e, AT
U LTEA l A 4RDE L . g R angeshs (1)
%) (2) fizn, BathlxDxPerfjBath2x<DxPerffi]
FREIITEL0% K R R, BFRES AR

fat, TR, Ry TP 2 AN R ] 22
LA Z NI YN |55 = N & 2 i I % N b Y VA
Hg5 R a8 51 (3 ) 151 (4 ) s, Bathl <D x<Perf
5 Bath2xD>Perf (1) 7 503 7E 1% 7K F | i 2
i, BFRAIR IR
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=8 il 4 FLELAN MR E R A I 45 R
GRSy AR E R,
A Bathl Bath? Bathl Bath2
(1) (2) (3) (4)
~0.463" ~0.462° ~1.306™ ~0.600"
Bath>D>Perf (~1.870) (~1.899) (-8.882) (—4.013)
-0.050 ~0.102"" 0.011 ~0.088"
Bath (~1.597) (-4.307) (0.597) (-6.353)
DxPert 0.735™ 0.778™ -0.003 ~0.255™
(2.209) (2.547) (-0.040) (-3.587)
b 0.010 0.013 0.022" 0.036™"
(0.295) (0.504) (3.741) (6.297)
Pert -0.718" -0.298 1.3427 1.268"
(2219) (-1.045) (14394) (13.664)
Control Yes Yes Yes Yes
Industry/Firm Yes Yes Yes Yes
Year Yes Yes Yes Yes
N 3560 3826 42 794 42 794
adj R? 0.544 0.564 0.572 0.571

B, ASCHE TP B 15t T 28 15 R0 S )
DR AL, [ 25 RN . w85 AT, 2
HNERIABEAFINT, EH)ZERGIEEITE, S
“PERBE e R 0el, SR, X — L [RIAE AT
BEFRTH R BN MRS B2, STk, AT TR
ol A1 kAN (A BARA RIS T
AP HAD S FIAEIIROA, WA E—4E TR, e
SR AFART ) TR S . 51 (1) g (2)
JETR TR I@AT b “AN S IREA S w1 [l 45
Bath1 =D xPerfjBath2 =D xPerf’) & 514 7E 1%I1 7K
VR, IR RO R . S R T,

RUEEMERIE B PR 5 Sk 2 e
BB EIEMKER, HXWAT e RS
o T MR A ) 55 T I L 24 X R R A 2
WAVERT, DR AT T RE A8 B 22 O St kR
B WR BRI RN, ABA VR wk
SRR Z TR, MEHERAR S S A2
B BT, S5 FHERSCRAT IFFERI, AL
XoF v RS A e AR AR A TR AR 5. 4 (3)
MFN (4) IR T R B IHRS E  m REA 1y [l 9 45
5. Bath1xDxPerf 5 Bath2 =D <Perf(i*) Z ¥4 7E 1%
P b R, B2 SR AR

£9 BEEEMREERNBBHER

BUit/ Ry 2 1] R 2
Ak Bathl Bath2 Bathl Bath2
(1) (2) (3) (4)
~1.403™ -1.207" ~1.759 ™ ~1.322*"
Bath>DxPerf (-6302) (~5.180) (~5.091) (-3.977)
Buih 0.006 —0.127™ -0.101™ —0.120™"
(0.248) (-5.710) (-2.431) (-3.476)
DxPerf 0.066 -0.131 0.287 0.015
(0.461) (-0.960) (0.282) (0.014)
b 0.014 0.026™ -0.202™ -0.192""
(1.330) (2.450) (-2.845) (-2.633)
Perf 17317 1.659™* 0.980 1.055
(10.909) (10.736) (0.959) (0.990)
Industry Yes Yes Yes Yes
Year Yes Yes Yes Yes
N 24 475 24 475 7047 7047
adj R? 0.503 0.502 0.491 0.490

(Z) REMEE S

A S A A A DR A R A [ A e A O 2k
FIRGAEERR S, IS RINGR10MT7R . TR RN
71, CEORIEA A EIGENEIE R mER,

TR Pay e 4 CEOBTH ) B SR X8 41 (1) Figi)
(2) B T HEHHEAZEFMNR L5 R,

Bath1 <D xPerf 5 Bath2 <D <Perff’) 2 334 75 1% [ 7K
R E N, AR IR . B A AR
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17, ARITHE T NS “BEREE” YR
FB— R E SR SAR R H A, ST
(ER RS FIREAR R S, RPN H Y
MRS RO, NI TR i, 2 R
IR R AF) B /N T i AL i A SR A R Ao
B, HEYARAE AT AN T0mE, RIVRTHE 12228 W

ST PRI AT RBT, IbAh, Y CdE&EE
P g YL XHE/AER BT KT 1%, H ek
35" N SRS, BIVRTHEI 128 W S T PR 181,
H(3) 8 (4) JEoR T80 A AR & o 1 A S5 R,
Bath3xDxPerf 5 Bath4 <D xPerf ] 2 % 43 H 7 10%
FIS%IM K- 2 R, TR SR (g

#z10 BHRETEMZHRETENRNLER
A Bathl Bath? Bath3 Bath4
(1) (2) (3) (4)
~1.669"" ~1.250™* -0.397" ~0.456"
Bath>DxPerf (-7812) (-5.610) (-1.964) (-2.280)
0.031 -0.121™ 0.050" 0.059"
Bath (1.246) (-5.689) (1.945) (2.140)
DxPerf -0.189 ~0.470™" ~0.463"™ ~0.445™
(-1.561) (—4.129) (-4.387) (—4.215)
b 0.041" 0.057" 0.056™ 0.055™
(4.698) (6.615) (7.033) (6.912)
2231 2.134™ 2.127" 2.124™
Perf (15.116) (14.705) (16.011) (15.965)
Industry Yes Yes Yes Yes
Year Yes Yes Yes Yes
Observations 42 794 42 794 42 794 42 794
adj R? 0.468 0.467 0.497 0.496

7~ BRERR
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