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Abstract

As the key link of corporate governance, scholars have not reached consensus on the dividing me-
thod of allocation of control rights. The paper investigates the effects of allocation of control rights
on financial report fraud: restricting or indulging. Research findings are as follows: First, the listed
company which is faced with financial distress is more inclined to implement financial report
fraud. Second, the allocation of control rights twists the relationship between financial distress
and financial report fraud. Specific allocation of control rights’ mode such as shareholder control
will indulge company’s financial report fraud. Last but not the least, in Chinese capital market,
corporate governance is the most important factor in financial report fraud. As the core part of
corporate governance, the allocation of control rights is particularly important. There are three
main innovations in this study: First, based on the consideration of shareholders, managers and
the board of directors’ role in allocation of control rights, the paper divides allocation of control
rights into four modes: shareholders control, shareholders control as the board of directors su-
pervises, managers control, managers control as the board of directors supervises. Second, this
study verifies the relationship between the capital market background, financial distress and fi-
nancial report fraud in China and makes useful attempt of choosing the threshold of financial dis-
tress judgment model. Third, this study puts corporate characteristics and corporate governance
factors in the same framework. The study finds that the specific control allocation mode has more
impact on financial report fraud than financial distress.
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Table 2. Classification and characteristics of basic types of control rights
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PRSI LG AR B AT 5. DL IR oK B [ 28 % CSMAR Hidfs 2 Hh i) LS B AL
8 PE Vb 55 AR R B PE RN 2 W] BRI R o 9 RN () 22 B Y S5 R AR o A i P R S o o) N i P
BEAT N T HEX A3 2

4.3. BEHZITTREEE
ASCUAN 554 5 BB RN PR A B, W 95 RS e A &, Al AN T 7 M B b Fsthl A2 B
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ik 4% VR 355 780 e FF) R AL AT 408 A 45 PR LA R 43 ) 11 o F 25 IR 55 90 0 28 R i A o PO AR [ S B
SRR W55 L RABAR AT SIS 25 AR R . IR 70 A2 B 5532 A AT FR A 45 PR 355 Tl A5 75y
Altman [391H FLAMRER YL 55 85K 21 Z score model, EARBLIAL A XU -
Z =12X1+14X2+3.3X3+0.6X4+10X5

X1 = BIBHEARLEF; X2 = AW X3= BEBATRNEIS % X4 = BRI TEE 5
for, Hh SR E T EEE 7O S m A X5 = EN/BE = B8, 2.675 & Altman [39]5:4]]
IR SR ) 40 ) B4R, Altman 76 2013 445 HE R 1.81 VE NI FHE, A T 12 BRI Al 0 5 S T
W55 N, S WIAS KT BE Tl M 9% R 455 . Altman [501%) Z score model #E47 T2 1E, K5 X4 A& (57
ST S A7) B 4 o B = K T B 5™, A B R Re AR FUE L T RLE, B IEJE AR T

Z'=0.717 X1+0.847 X2 +3.107 X3+0.420 X4 +0.998 X5

1B IEJ5 Y1 Z’score model (#3451 i {E f K (1 1.81 48 1.23. Altman [50]7ESEUERF 58 R I: 1 27 <
1.20 1 DXIUAT LR 2 A b A B ) 1) Ay THI W 0 55 IRLBE PR 260010 AE Z7 > 2.90 1A X8 AT LUK 12 28 Al e ff
H 390 R AR KA 2 T I 5% R S8 PR 500 T Z° 4570 A T 1,21 1 2.90 22 [ (14 Al mJ /i 11 A 55 DR 419, T e
TREFIVE 25 A2 48, Altman [S0]HF 1% X I8 54 5 N AR (X 38, FLAARAR & Bk L2 3.

HE R EIE A R AR 8] RE[5L]: R EH[62]55 58 X W 554 5 PR B OB L, A0k A Logistic [H]
VAREAI HEAT 43 BT o B FH G834 Statistics SPSS 20.0, X 0 4541 5 £ Bk )4 B2 4% & Fraud(0,1)#£47 T Logistic
W10, B R

Logit(p)=1In (p/(l— p)) =a+ BIDIS+ B2Ln _size + B3Market

5. MIRGRWRE D
5.1. kMGt

5.1.1. £HERMER ST

ARG T 305 MREARKATI AT, WiF 4 Fis. RAEMSIRE BRI EEARE L RE, &R
A 72.46%. 15 EH AN G, #URMZFENAR & —2 thfl A8 7.21%:; 6.56%; 6.23%.
1% 5 85 A S AR (2007) %) T 2001 22 2005 4 & A2 W 554 i S Mg AT AT M e vh 45 540 A AL o btk e
W, R AT 0 554 05 B Bk B v R

P IR AT R AU BRI br i, A SOR 305 AN SR BB AR - A TS TREAR . TREA—2
VY53 S0t B DU R fIRCIC B 20 IRARIEHIAL: IRARIEHIE F S B A, KB Ziha, S ZE b
HHSWBEM., TRATEA RN EHAEERE, TR0 Nar Um0, A TFREA
HPREA—RE R EZ N 153 4~ H, RARANEK(50% < Sn < 100%) FAAH X 2 % (30% < Sn < 50%)F 4
5 EE 5 30%11 36%. M 4% 55 3045 (0 < Sn < 30%) {EiE i i i BE 4 . LB Z HUAE 55 20qR R H AL
FEA T EL 34%, BIAT R 24— 3000 1 25 2 0 5k 2 3 (201 3) AT 7 H f ek 2 8 AR 2 ) A ) g 7 S i A 454
IR 5).

ARG IR 305 AN S5 4R A B BERE AR SRR FEAS I I 55 R 8 L AV RSEFI T S R 2 P 3 .
PEEGHAT T BB . KIS REW: £ 0.05 MEZMHEAKT L, W5 HSE. AR T 73R 585 4
W ERBSIREAR T K. X =ANT7 0 S il SRR AR SR IR AR 2 A B3 % R . X RIS
15 (9 5] 48 A Altman [50]8 € 1 1.23.

F T4 55 PR 55 240 31) 1L T i 52 B T R B 155 45 (R 3R R 5 . Alltman [50]4E 2013 4R[S & Hol 1.21 3|
2.90 {E> Z score model [ 2K 4] 5 X 3o 76K (21X 35k P I T 1.23 A 50 500 BRELAZ AR BBOR AN e M i
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Table 3. Variable definition
#=3 TEENX

S P2 Feass &3
PR 0k 2640 e Fraud WiAF & 7E 2011 & 2015 @iﬁﬁhfﬁflﬁﬁgﬁﬁﬁjﬂﬂﬁ&)lﬁ% AT PPEL
W A% -
| Z'=0717X1+0.847 X2+ 3.107 X3+ 0.420 X4 + 0.998 X5
77 < 1.23 HE A Vi I T I W 45 BRSO XU, A 15 27 > 1.28 @ £l AN K AT
A TEL I T O 0 95 PR 5 100 KRSy, AL ©
el HLR Ln_size BB E AR
i AR
DiEEEZS:E s Market =L = SR + EHEAH + MR ERRON
VORERIR: AU
Table 4. Financial reporting fraud sample industry distribution
4. MEMEFEERITL S
7k YAGIE§E ey NG|
PAW 3 SO N 4 2 0.66%
BRA 2 0.66%
C26. 4125 JFURFRIAK, 2] i il i 25
C27. & il il 29
C30. 4k 4 Jm o i ol 15
C34.i F B il 14
C.iilliglk 72.46%
C35. % s #& il il 21
C38. F LA s kil 36 ol 30
C39.TFEHL JEAE I H A B~ A il 31
FoAt &G 56
D.HLJI #J7 RAIKAE Rl 6 1.97%
E. 2 6 1.97%
FAtEMEE 19 6.23%
G.AZiEiak. BAEMIREL 5 1.64%
LAZ B AERME BB IR 22 7.21%
K bl 20 6.56%
SLiE 2 0.66%
it 305 100.00%
VORBRIR: AU,
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Table 5. Sample of financial report fraud distribution

=5 MEREFEEERRNH

FEAI = P P AR (R Y FEIAUBC E A FEASE
SaAMs 13
SbAMs 22
ScAMs 15
SaCsMs 32
THREA— i AR Y ShCsMs 32 153
ScCsMs 36
SaAMmM 1
SbAMmM 1
SCAMm 1
SaCmMm 4
THAZ B 2R 2l o M Y 20
SbCmMm 16
THA= S I R R ScCmMm 35
THAN gt il e (R oRE Rt ScCsMm 22
THAL - - 75
it 305

PORLRIR: AU,

AR T EL Altman [50] 1) 1.23 1E 400 4% N5 40 € BB, 38K 2.25; 2.3125; 2.375; 2.5; 3 XL/ MALE
SN 5% PRI 58 4% S0 PR o #8345 AL 1038 S U g B v, RIS B IXC T P g i e AR SO0 2,255 2.3125;
2.375; 2.5; 3; 3.5 X AAEIEBIE LRI 55 R 5 AR i 0 2 AT IR A5 IR PR TE R 6 . 24 Z7 score model
(4 3 R E N 2.25. 2.3125 F1 2.375 B, 7€ 0.01 (B EMAKT T, M55 HEAR BB 1 S5E 1 FEA
T K 76 0.05 B9 ME/KF Tk 7 Mann-Whitney U A5 56 o BIZEIX = AN BRI T I 5548 45 SR b A 4%
HIFEAZ [ 5 MR EERAA REZE R HTHEARRE R, HARMIAENSHEX —FE FRES
[IWOIRZS , BT LAA™ 2 B B =S I A R0 S R

5.1.2. RAREHRIEERRRYES T

A0S 305 AMRE A IR AT A P AU B AL AR 2 A A THREAS . ASORERT A SOR ORI TR A
— BB AR5 ) B A B AT WG JF 5 AR AR RIT FU 285 AT X B, 20 A7 P2 I A 50T 0 55 41 o5
Ui

e 2 s | L A e B S MR I 45 SR AR AR 45 AR L. A 0.05 KSR, I 45 W B AR Ry A o
SRR T K248 A Mann-Whitney U 6256, 32X BT 3540531l I 55 DRSS PR BB BRIAE 9 1.23 0 A0 0 T B4R %
HITREAS, W55 R85 W 4545 SR B 2 AR BB R R . SIEREIN, VUSRI T 3730 85 5 I 55 41 & 2
Bie 2 A BCA S R R o AR H W 55 R 58 A 22 A 46 1 BMELBEAT AR IR, 2445 Z score model #4934 31 BIMEL
N 2.25; 2.3125; 2.375 I, W55 IRIBEAR S (A E AT A B Il TR ARG . B AR IR A5 R
7.
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Table 6. Significance test of financial distress under different thresholds of all samples
6. EHATEFMETMSERNEE LR

A R MSTREA t T fIk 4 3 sig Mann-Whitney U 1
2.25 8.238 0.000™ 0.000
23125 8.238 0.000" 0.000"
0 45 PR % 2.375 8.238 0.000™ 0.000
2.5 0.890 0.374 0.373
3 0.660 0.509 0.509

T *RORAE BT RE: TR 1%HKFRE. BRI ASCER,

Table 7. Significance test of financial distress under different thresholds of shareholder control samples
= 7. BRRIEHIREEARNESE T SEEN EE RN

Bl EiLEES ST REA t T f 6 45 # sig Mann-Whitney U {#
2.25 14.736 0.000™ 0.000"
2. 3125 14.736 0.000™ 0.000"
0 45 PRI 2.375 14.736 0.000™ 0.000"
2.5 1.257 0.210 0.209
3 1.051 0.294 0.293

i *FIRTE B%MIKT B P RRTE 1%RIK TR . BORRRIR: AU,

5.2. Logistic BV 47

5.2.1. £#A[Y Logistic [@Y3

AR SPSS 20.0 #E47 T 432 Logistic [H1 V4347, K FH Enter J5 120K 4= 0 1A% Bk NAEAY L 7F 0.05
SRR b, WS INEE . VRIS T 3 A B3, 1K BLW 45 8551 Z7 score model 1) 71 [ 48
1.23. DRI, Aol 75 T I IV 45 PRI o Aol PR RSN T 37 B85 5 I 45 4 s B BRI R AR I R B R &R
ARG T R A 0 55 ik 5 SR BRI REAR IR P 1 B Th 26 37.0%; e R AR I 45 41 o B Mk (RO R A ) o ) 1) 2R
N 64.9%; SAFIHI TN 51.0%.  FIN R ECA R

[FIFEA T HERR BB 2 0 TR T 25 SR B, AR S0 2.25; 2.3125; 2.375; 2.5; 3; 3.5 i & ik
B4 54 N Logistic [AlJ-R 7 2, 24044 55 R 35 ) Z score model JI5 I{E N 2.25; 2.3125; 2.375 i, it
% AR B LE 0.05 (/K TR, HTERXR=AH0BE T Logistic FEBAYZE R A4, AR 1
ARFNHN A 2.25 BT EIIEBL, W4 8 Fvn. 4 5 RS20 50 BIAE 2y 2.25 B, 2% R 52 2 7E Logistic 15
B RB0N 1.60. TG 55 R SRR A TE 25 5) R AR 5 B 0, bk, BRUF TR 1 1T M 45 A
BEf AT R AT S5 1A SRR AT REME TE K. AR A URAE 0.05 AKCF R R B 1, FERAL Y
FRHECH-0.30, BRIV AU R K A I 254 5 SR B A P R R o 5 ULIRIRT, 3R IR T- I 554 45 2 i
RATTRETE RN 22, RV R AR 55 i i SR 8 5 T A N B 1) 56 4 R B RN G AR EE R .

Ml 55 IR ¥ 0 5 B8 )y 2.25 B, Logistic [ AR ) T VE B VAR B g i o X T R 2RI 25435
B W R A () A R IN 2800 T1.5%; A A W 554 35 2 BRI RE A LT 531 262 60.0%: s A 1) i D) 26
N 65.7%. ZAR RN kAR 0 25 iR SR B AR 1A T R R
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Table 8. Logistic regression result of all samples
%= 8. &R Logistic E]Y3L

B B S.E Wals df Sig Exp(B)
i 2% PRI 5% 1.60 0.20 65.49 1.00 0.00" 497
Al A -0.30 0.09 10.66 1.00 0.00" 0.74
T -0.22 0.29 0.58 1.00 0.45 0.80
el 5.51 1.93 8.15 1.00 0.00" 246.45

i *FRIRTE 5%HIKT R . 1% Z7 score model F I 55 WS HIBIME N 2.25. FORIRIE: A SCHEHL,

5.2.2. BREAFHIBEHEAR Logistic B3

4 REAH Logistic [A1JH3818L, A SCIERESR ] Enter J5 06 i 43 25 | BURE A HE4T Logistic [ V7047 .
W55 N EE . AN T A I = AN AR AR AR h AN 2, AL AR i T ot 5 AT 49% . FL Ak
SERXEAINE R, 522 AT TR ARAL, A SCRIRE ) BI% 2.25; 2.3125; 2.375; 2.5 #ll 3 X AN 5%
PRI 1) &6 BB AT 1 Logistic [H1)H . 7EIX TN sk BIE T W0 %5 N AR & 78 0.05 (/K F R IgARE, 5§
EFEARRIENALE BONAF . TESREA) Logistic [B] YA H 0 4% IR 458 A48 f8: 5 F 2% 41 o 3R A\ 345 (1) TE AH %
KFR, KRR RER AR T IR ERIUE . ERREHIA T, W54kt 5 bk 500 5% R 58
WAHLIREEER . S HIAUEC B ARFIE T I 55k 75 SR B ) 52 MR 1 8 W) W S5 AR e, e 2R 42 1) 28 2 i AU TG B
BEATHIN T W 55105 BEBE . AR AR 35 ) A AR Al RIASE 5 0 5% 41 o B8 BERATS 98 R 5 42 35 I A OGS &R
B 22 %09-0.65, RV AR K0 2% 1% 75 % B e A= PR mT e PR/ (5 9) o

T0F 25 PR3 000 BRI D 2.25 B, BEZR 35 AR AR IR Logistic [A1 VR TR 36 e A= IV 45 1R 1t 308 B V0 A 1)
FIR B Z 0y 91.5%; AT KA 554 i SR B (R REAS Bl Dl 1l 22 9 68.6%:  SMAFN T % 0 80.1%. 1%
53 5 o

5.3. REMHRE

ASON W 55 W B A AN TS A B AT kAT 1 2 ELER R SG . {F Spearman il , Joib 4
PEA I 2 i 2R A2 M) R A U 55 PR 85545 il R AR VR AR SR ) HL =3 2 (A R IEAR SR AR, Rl A
R AR T W D 55 PR 5 ) T RE VRO S Z TR AR, (B AN AR IR o W 55 IR A2 B 5 T S AR A SR A T g
BIGHIAHIRR R, A BRI R A R Tk

N T RAERT S A RARAENE, ASCE BN AT RIS HI AT T Logistics A7 #r, &8
SER T MR SR i A, BRSSP IRATEANSI . BRI SCin sl RS 2 AR, BIfE kA
HR U 55 PR 8555 0 55 i s SR B R 38 IR AR OROG AR, T IBEAR 3 11 AR AR v U 55 DRI 358 5 0 95 4 o5 R B 0
e PSP

6. it5R=

RS CASZ A IE B 0F I 55 i o B BRI R DN R, T S8 1R ACIE B0 8 ) W 55 i o 4 R ) o 40 B
TAVER o BRI 58, —ORTE W 55 TR 5 1 55 1 75 SR B A AR 5, BRIV T 6 A 55 R 353 A ol e
W 253 i SEBR A AT RETE BE K o [ A 2 6T A 55 IR 53 5 W 2541 D B G 2R O IT T 40 18 R A 0 P 0 R ) %
AT H, A FE B L A% I BUBC B 2 41 b IV 55 TR 85 5 00 55 i o PR B 2 TSGR o R %
A S BB AL (B AR s ) 2 ) s i S BB ) RE 6 T N 2L 28 5 B8 55 4 75 SR B P A, A 9541 o 2
AW TR M o AN 55 4 5 PR BAR KRR L E R AR B S b 4R 2 ) B S 4R . A2 St
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Table 9. Logistic regression result of shareholder control samples
9. BRZFRITHBHERK Logistic EYILER

Bl B S.E Wals df Sig Exp(B)
1t 5% PRI 55 22.96 4176.27 0.00 1.00 1.00 9394987977.27
Al A -0.78 0.17 20.95 1.00 0.00" 0.46
DiE7E28 —0.65 1.43 0.21 1.00 0.65 0.52
WG -4.66 4176.28 0.00 1.00 1.00 0.01

i *FRIRTE 5% . 1% Z7 score model F I 55 B HIBIME N 2.25. BORIRIE: ASCHEHL,

S5 T SRR 28 W) B R BRI R A HIBUR S O 5 A A o iR AR B EL ) e oy (EE I 4%
] 5 o o 2 P AR A
FE 5 T UE TS 1137 W 55 4 757 SR B L VE B v 28 A48 BB BOR L R AR i AT 37 (R e R R RS 5 T

LA SR G e R 8058 3 L T S T LS A LA 2 — Eﬁw1ﬁoé%,~&%%%T,ﬁhM
S5 WIS 24 7] AR AT IR 4% 5 i . R TR fIAUER A 4l 5502 Ja T B Rl R doll, RS
D VA THI ik W 55 VRT3 th P T4 1 e 2 PO A 2 25 G STtV 95 4 o PR B . EAbh, B T BCR FR B LL
e AT DA U BOR B B R R A FIAR S, RIS W et # 2 s B2 (A3 . W] b o) alb i T s
Tt 5541 o SR i, XN 55 i o PR SIS RR A, AR AT LA TR K R
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