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Abstract

Using merger and acquisition (M&A) events completed from 2007 to 2020 by A-share listed com-
panies in China as a sample, we empirically test the relationships between accounting conservat-
ism, excess goodwill, and M&A performance, in order to reveal the mechanism by which account-
ing conservatism affects M&A performance in the context of aggressive performance commitment
and high goodwill. We find evidence suggesting that accounting conservatism can effectively im-
prove M&A performance, and excess goodwill plays a mediating role between accounting conser-
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vatism and M&A performance, that is, accounting conservatism promotes M&A performance by
reducing excess goodwill. Besides, the positive relationship between accounting conservatism and
M&A performance is more significant in scenarios of management overconfidence and poorer in-
ternal control quality. This paper enriches the literature on the driving factors of M&A perfor-
mance and the economic consequences of accounting conservatism. It has enlightening implica-
tions for listed companies to focus on building accounting conservatism governance mechanisms,
and for regulatory agencies to optimize the design of accounting information disclosure rules and
performance commitment contracts and strengthen M&A risk supervision.
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1. 51§

R Al TR AR 28 5% AT SRR B i IR S T 5, o 50 i 37 W U L o R A 50 7
ST RIIA T B TSR, FERAESh 2 T RN s i R e, RIS IR IAAE i . AR,
FFIAZ 5 Y 5K A0 Ja AR AR . ARRCR IR . B A AMHSCHT LR, JF I RERS I Inbr i 2
A BRI & [1], B AT BEB A 2 =] W 55 ST 2] A ZR A3, 1 AR vk 5 T A B 08 SR dt e b ]
SEA NALAN[A] USRS B R L B A5 A2 RSOl 24 7] I I ST i) B LR 2K [5] -

SRR AR N — B THE B R B YA A TV BALR], 2% I AL {5 BB 82 AT 97
AEERL . MR IURY], SRR E RS B A e, am IR TR B R WA, BN A
MAHIRAR B P EE 6], REMHMHE B Z i R A pilk 7t E R AR B E B B 15 BRI A I UR[7], A A
TP AE I R ELCBE 22 R M S AH SR ISR B BR8] . BEAS T 3 vk i R BEAT AR B “ RR
&7 S, BN B ARG CBRE 7 MEEER. RS THRETE R I I 2 W AR A, JF
FE I Ja (2 2k BRI A ARSEAR P 2R DA R AR AORE R, BNOZ X I I SR T A BRI

AT E A B L2 7] 2007~2020 45 &K I AE 5 SEAHAE BT FUREAS, SIER 36 2 TR f vk
A SIS B R &, IR R 2 TR @ PR O I S8 A VLI AR 42, BEFURIL: &
THRRE TR B R B A AR WS S ihRafd i i PR OB B A (e BT WSR2
R A A SR TR ERE DU, TR X R SR 1 1) 5 S 2

ARSI FETTRR AT REAE T2 B, T HEBEATINBIISLE R, iR @rE. BRI
GUEIANGE— T FUHEZE, 457K T TR @ PEAE B 2w WSO E AL, dhfe 7 3RE LA
R MGG R 2R W FCLE L . LR, T IR D) iU RE FL AR 1Y 25 58 2 TR i 40T B (IR A0 7 225 A
RIIFESEIIA RN, 5 7 2R @25 m RO T, RN 2 v R @ v iy e e v A 4% ia
AR SRAE T 0 BUHr e R M S IE S

2. Bt 5MREE
2.1. itfaEY S 4 H M
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BRI RS, BT B A FRAIAN 78 36 S22 (AL, IBOAR M LA A B R o) O Dy o A v A 22 1)
H2AT N, EHER AR EE KA [k, NIEREEE R B S A B AR =, A
PERBZR M s LB, BN, iR E BB FEBRE B, B el s S SR Y e, R IR
re b [, B D B B A B R L AR AT 5 BOFIE[9], SRR AL I I S

SRR EMEIE N — TS THE R R BRI A JAELE], 200 IR Al A5 BIR BT A B2 4T e
BB E, TR BRI AR BT PRI, SRR R A BAIEAR TR R 1 BRAIE[10], RRAELY
SRR B RO I R i AR L I IR A O SRR T S AT O AT R A I R A S AN AR
PR B R D A M L FEAAREE B B 5 S EUNAN ZR IR 3 Ok, Tt Raf@ tism it T8k
LN, RENS LA 2R 0 B S AN A 2R A ORG, FE IR RTSS 1R R I H Rz, e I 2%
IEASGE A AT R E SR T I T H [11], FEARFF IR RARRT S - BhAh, it e i e i 1l
TN AR AR B, SR 2 AR ST b e BRI 1, 5 B lb SR 2 B, 2 M 1
Gk FET UM, ASCR I B

H1: itfaflrt 5 eI eSuuEmioc.

22. it BEHES I HBESH

ARE ) A ) A7 A2 7 B0 B By M e i b vy B BEAT s A0 Rt e, s DR R B A S BO AR i
O T AR SR TR 2 (47 B 0 20 2 WL T, 08 T 7 A e i AR T % 7 A B AR R A [12] B, SRR
WA P TR RAT, (5 RASIRRE K S EAEXE BTt o WA as Aty (LY A2 IF AR 1 5277 4t (B
H i B S0z, R SUR T RISGE L RSO A R A BRI B S =T, A" BA R B 5
E RO R L SUR VTR [13], AT RE T SRS E S A\ S 8oL T, 38 v i E 25 R AN -
DAL, AR A R e R U AT 4 22 PN RIS 5 o v A o PS8 S AT e 25 kA 1) B B 1

e R AN B AR A, O IR KUY “ BRI, AR B ANER A RS E
5, TR SRR AR e MU 2 ) S ) TR OR TR R A 4, T AR Sk . [
AR SUERT FER B, WO 28 RIS AR IR 23 m) R i A SR 51 R R BB 0 B B R R 2 — [14], =Rl
M2 1 F WS 22 7] AR W 5 [15] 0 AE B, ACHEL il RBUAT A (i 1R 25 BRI R 25, A RAR A 2 W) SE BRIk 5
BB, BT SR T A PR R 5 35 A7 AR DB A o L SRR 7 AR BB L, R It
s, IFISTRORZE[16]. FUC, BT A SO AR 2T IR B RIS N, 2 B A T A A
PR R B, 1 T AENER[17], 0 T RIHTRE (18], UhAh, R A IR B ORI
JE BT RS PR AR RS B, AT BEREH A Mh B IFER ORI AR R e, AT I I SUIER T AN A A€

SRR P ZORIE TR N B AR (B S I B A2, N RETRE G AL o) L B A e 26, (R fi e
B R AE I W R o S AR I A F AR VSR, 8 S il I 22 T B m R WA A, BRI A
LR A L AT e . LAk, EIFISE SRR BT Al ST AR R B R SN A SRR i
i 2R BT B AR 10 24 R SR VA IRITA B, 8 G T 2R R 1 SR o0 IF I BTSN BN AN RS2 . 2T DA
By, AR MR B

H2: A A 2 TR R R 5 RIS (R T A T, B2 TR e s o B A e e
AV I I SRR TT o

3. ARt
3.1. HAXREESHIEFKIR
ARICEEL 2008~2020 AFF EH IR A B BT A FE NV FREA, 347 LR k. 1) I BT A A
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A GMAIAR N “SKT7 7 BIHFIREA; 2) BIBREC S R MINEAS; 3) 5Bk ST J*ST KSFHFIR AT 4) N
R RN, AR R A R FEAR R SRR WREAT 2R IFIETE I T, IR B A 5 Bl K IR I AF; 5) 41
BROABE - RIE . B B B EAL, ety B AL B IR 6) 5l BR3E 5 &A1 100
JIRIREAS; 7) HlERERL BT A FREA; 8) HIFRERBRARFEA . PR E N, NS R
BEAT 1% PT s FE AL T, AT 2 2708 MEAMLINME . AT FIFFIEAE ) A AR 55 BN L iy 4 =] I

S5 HlR IR 2 2 e I
3.2. {REME
NIAEBRBE 1, SR AR (015) M A (1), B TR R EXT ISR 2 -
AROE = a + B,C-Score;, , + g, Controls;, , + B;Year,, , + S Ind;, , +& (1)

o, AROE M#fifeAc &, XMLk, C-Score MRAR, Fnaitiaf#tt; Controls Jyfziil AL
B, s TR AT L. RAE R 1, R (1) C-Score () R HfhTHE B N IE.
NIERSE 2, fE SRS (2004), B DR Q)R Y(3), HEEBBRE SIS
il FF I Z R 2 18] iy A4 I [19]
GW_excess = a + f,C-Score; , + gControl,, , + B;Year,, , + BInd; , +& (2

AROE = a + ,C-Score,; , , + 3,GW_excess,  , + g Control, , + 3, Year, , + Ind,, , +& 3

Hrf, GW._excess FonRAE 2. EMAR(D)MMETL(2)H 1) p B E EM L, HHEREG)HH g, BE,
M AN A BESE s 25 R AR RL ()R ) By B35, VI NI TR AR BRI B) ) gy A2, Bt
BN 5E 2 A RN
33. TEEN
331 #ERTE.: I HMEI AROE

i 2% S RGA5(2008) ([ 20], HEfEBEAS B AROE FHUSW 23 &) I B 5 14 8 P2 Ul 28 R AR L |,
BRSO T B A T 0 58 B AR (E+ 1 4F, t+ 2 4E) ROE BARFHME 5 3E W RT M 4E(E — 1 4F, t—2
4F) ROE HA VM2 2.

332 METE: &iHiR@H C-Score
1% Khan 1 Watts (2009457 i &2 TR f@ 4 [21], BAR T HEE R T

Eps;, /P = & + Dy + a,Ret + agRety x Dy + & 4
G-Score = a, = f3, + 3Size, + B,Lev, + /M/B, (5)
C-Score = a, =y, + 7,Size;, + y,Lev, + 7, M/B, (6)

TEAR@)H, Eps AFERFEARRIG: P AFRBEWAM: Ret A2, FIFAMES AR
PAE 4 A3 12 D H IR RA WG 2, 26T I & 20 R F 4 51 1 H AN s 201 5 D AL &,
PR R FEANT O A1, BICA 00 RE ap WA T Z A B BTN SN, T ap + o SOBRAR
M TR AT B A B BB, o R4 2T S AR 28R B A BB AR B

EAR(GB)(6)F, Size AT FL; Lev NATFLLER; M/B AIKIE T tk; G-Score Faw b &
IS BAIN ) S, KA S (B)RI(6) RN (@) AT [ E, BT 13 2 AKX (6) & TR L, THH S
PEMfT R FE bR C-Score, 1l & AV IRV BN 1) S B 14 . C-Score B K, RIS 1HE B AR fEPEKF
R -
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3.33. FNETE: BEEHE GW _excess
TS ERIRE = (2019)HF 7T, KRS IHEEA, BArE R 5 5 IR RE . A7 R 2 1A
ARV ARFAE 5548 £ 18] 9 J5 45 21 R 5 22 1 il A0 e 55 R AR AR

3.34. HHTE

BRI 2 ) HUE (Size) K AE(Grow).  ET4EIR(Age)s TSR (MTB). KU i (Soe) . A
JE(Top). #EFH &Mt (Scale). M 7 # 3 Lhf(Ratio). /275 FIA—(Dual). £ESR(ROA) FH IS AT
HPOFE il A& .

FA B B AR E N 1R

Table 1 Definition of variables

1L TEENX
AR AR ZERR
. JEJEPAE(+ 146, t+2 4F) ROE SUARTH S IIURIFAE( -1 4, t-24F)
FIL AROE  poE AP 2
SR C-Score %2 Khan and Watts (2009)f{] C-Score #&7 f& &

R RS GW_excess  fH4EBELIE(019) AT AL, KA B2 BB AT B A 5 15 R R 5k 2 5 &
A F AR Size RO E AR E

Ak K Grow (REEBN — FAEEON) A E N
TR Age HIMZZ ey — Aw) LT
DRSS MTB B OR P S T /TR T B
PR Soe WA R ZEA N 1, FWA O
JR AU Top S — KRR I A1 5 — 0 85 R P AR e L
HH Scale HHSMAL R
A7 3 LA Ratio LA & YN Tl o YN A
R IRG — Dual HHRKGHREHER AN 1L, BN
Mk giRk ROA BRI A
FEI S A 75 Pt FSAF T AR IA AT 1, FHNA 0
Ay Year JEAS &, A [E E U
17l Ind JEIAR R, ATIE B UM

4, SCUEER S 9
4.1. kgt

PR 3 EAR B RR M GL T W 2 Bias . AROE HI38ME N—0.022, f/ME ~-0.521, i KfE M 0.310,
Wi BA A 8 f5 BEAR SR IUANEE , 150 B P2 Wi 28 T B HLAR AR B2 A7 4 1235 72 7% C-Score [{134)1E 5 0.050,
He/IMEN-0.131, HKMEN 0.331, RIS T AR fE MR B A4 ib TR /K - HAFTE R 2 5. GW _excess (171
B4 0.006, H %K 0.001, FEHIHRT MM AFIER SRR 2. Soe I¥ME A 0.277, FEHAEEA ML F
SR E E FHAL . Pt AIIIME Y 0,656, FRIEREINE AT 7 U s 2 T HoAh 7 K
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Table 2. Descriptive statistics
2. WiRMGt

A AR FEA & ¥ HR AL bRz B/MA =N
AROE 2708 -0.022 ~0.009 0.115 -0.521 0.310
C-Score 2708 0.050 0.033 0.087 -0.131 0.331
GW_excess 2708 0.006 0.001 0.052 -0.106 0.235
Ins 2708 0.418 0.435 0.246 0.000 0.968
Size 2708 22.118 21.971 1.109 20.118 25.652
Grow 2708 0.313 0.192 0.587 ~0.475 3.996
Age 2708 8.891 7.000 6.462 1.000 25.000
MTB 2708 3.985 3.169 2.948 0.697 17.450
Soe 2708 0.277 0.000 0.448 0.000 1.000
Top 2708 2.384 1.346 2971 0.233 17.671
Scale 2708 9.945 9.000 2.424 5.000 18.000
Ratio 2708 0.384 0.369 0.073 0.250 0.600
Dual 2708 0311 0.000 0.463 0.000 1.000
ROA 2708 0.049 0.045 0.049 -0.120 0.220
Pt 2708 0.656 1.000 0.475 0.000 1.000

4.2. EIYALRSH

4.2.1. EAHEEVASH

B 1 E A S5 e 3 FroR . S8 (L) F AR 3 A AR B 45 5L, 25 () S s indz il 28 & f5 45 3,
7R~ C-Score H) A BAGHE ST HIN 0.184 (t {E N 4.68) A1 0.156 (t {E N 2.32), 43 FI7E 1%F1 5% /K F I 5.
FENIE, i FafdEtE S5 IS R IR IEARDS, RS THRENE T AEE VI g 2 v R A %
PR ERAEF, AT AeiE I SR A B e AR« ST RA AR I AR (S Bk R, A S HIE BA XK
NHAREMPI, IRIOR 2 A DG SR AR OB BT YR, ST IEI SR, TR 1 43 BIERIE .

Table 3. Accounting conservatism and M&A performance

=3 [ REMSHMESS

. 1) @)
A
AROE AROE
0.184™ 0.156™
C-Score
(4.68) (2.32)
-0.007"
Size
(-1.78)
0.001
Grow
1.27)
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Continued
0.002™
Age
(3.15)
0.003™
MTB
(3.33)
0.017"
Soe
(2.29)
0.001™
Top
(1.97)
0.002"
Scale
(1.79)
-0.034
Ratio
(-0.86)
-0.002
Dual
(-0.36)
-0.088
ROA
(1.14)
-0.027""
P
(-4.82)
Year kil Etill
Ind il il
N 2708 2708
R? 0.059 0.090

e WS N NLE: Tp<001, “p<0.05 ‘p<0.l.

B 2 AR 2 TR A RO B VA 25 B2 4 B, 38(1) %1 27 C-Score (19 & E il THE 4y 0.156 (t N
2.32), 1 5%I17/KF RN IE, RS THRENE S HIAGTRUEA G, Bl Fafd it A B T3 A I e 5.
%(2) 51T C-Score (1) R FfliiHE —0.189 (t 1H N—4.52), 7 1%k EE#E N, FHSHFafdttat
iy BRAR R A 25 P AR AT RE M . 5B(3)F1 SR C-Score HIRFUGTHE A 0.129 (t{H 4 2.51), 7F 5%f1/KF L
HENIE; GW._excess 8] 4 2 ¥ 8—0.150 (t {5 -5.13), 7E 1%MI/KF LR N7, FKUBERESES
THRENE S IO SO AR T3 RAER, B 2 153150 1E . 12— PRI A Sobel 4556 56IE H A 2808
[ A0 2 B R A0 72 25 )8 4 R A SONEAE A, A RS LG A5 0.225713.

Table 4. Mediating effect test
4 PR

. 1) 2 (3)
A
AROE GW_excess AROE
C-Score 0.156™ -0.189"" 0.129™
(2.32) (-4.52) (2.51)
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Continued
GW_excess -0.150™"
(-5.13)
Size -0.007" -0.005" -0.008"
(-1.78) (-1.95) (-2.18)
Grow 0.001 -0.001"" 0.001
(1.27) (-4.25) (0.78)
Age 0.002"" -0.001™ 0.002""
(3.15) (-2.23) (2.92)
MTB 0.003™ -0.002"" 0.003™
(3.33) (-3.45) (3.35)
Soe 0.017™ -0.042"" 0.011
(2.29) (-7.89) (1.41)
Top 0.001™ -0.002"" 0.001
(1.97) (-5.08) (1.21)
Scale 0.002" -0.001 0.002"
(1.79) (-1.05) (1.69)
Ratio -0.034 -0.032 -0.039
(-0.86) (-1.24) (-1.08)
Dual -0.002 0.004 —0.002
(-0.36) (0.78) (-0.32)
ROA 0.088 -0.006 0.087"
(1.14) (-0.17) (1.70)
Pt -0.027" -0.013"" -0.029™"
(-4.82) (-3.05) (-5.10)
Year i P Gl
Ind P P Fs il
N 2708 2708 2708
R? 0.090 0.138 0.099
Sobel F 5% 0.000029° (Z = 4.18)

GOODMAN #:5 1

GOODMAN #5462
RN 2R 5L
BN R HL

RN K
A RO L]

0.000033"" (Z = 4.15)

0.000025™" (Z = 4.21)

0.022176™" (Z = 4.18273)

0.076072" (Z = 2.29856)

0.098248™" (Z = 2.9681)

I S AN LE; Tp<0.01,

“p<0.05, ‘p<0.1.
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4.2.2. REMRIE

R FE 25 SR R e M, KRR AR R I SR A ROE B 2h A ROA (F: 3177 31l J5 — 4 ROA A
T2 IR — ROA ), WM 1 BT AR, 455w 5 s, WTRUER|, TBEHpmE
A Fr 7205, C-Score 1 R B THE 2518 0.134 (t {4 4.99)A1 0.109 (t K 2.75), it Fafdttiy
1E 1% MK E 5 ISR R B3 ARG, R\ 1 IR LA E.

Table 5. Robustness test

5. fafEia

1) @)
Ap &
AROA AROA
0.134™ 0.109™"
C-Score
(4.99) (2.75)
-0.001
Size
(-0.60)
0.001"
Grow
(1.81)
0.001™"
Age
(3.56)
0.001"
MTB
(1.71)
0.004
Soe
(1.02)
0.001"
Top
(1.78)
0.001™
Scale
(1.97)
) -0.006
Ratio
(-0.25)
0.002
Dual
(0.54)
0.038
ROA
(0.84)
-0.017"
Py
(-5.80)
Year i Fa
Ind il bl
N 2708 2708
R? 0.052 0.082

E: FBEANtE: Tp<0.01, "p<0.05 “p<0.1.
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4.3. RS

431 EBREZEAE

o FE BB R R MR T s B Ry, ARAGITE KR, A T Re AT s R, AT SR il
HIEGH o 2T R PR A LS, FERHR 3T K ifiA, LR A A E B Ed EAE T
B AT N Sl NEHEER S AE R OC, LART =4 =/ il b 430 = i Bl i Lo i &, o2
KTBMEBUES 1, BN 0, KU [FE B2 I B B AR N St AR X I S s o Bl U 25 21
N 6 Q) ~)F . TLESR, EEHELEAEFALOC=1), C-Score ] REUNTHETLE 5%HI7K
P LEENIE, EEHEEEEAEFAALOC=0) IR EE, Bk TEFEEIEAFRKREF, ik
TEPETE A ORI B, AR TR SRR, RTS8

4.3.2. AEBIEHIRE

PR EE R A A B AL B PR . BiVE S AR Rm e E B S E R . SR
P RLZA BT 2R A AREE O, (R B2 0T 0 T 5 v 25 T RIS PRI A2 AN B, A 20K a8 20
B R AR RS, T IR SR SN RS T R AR 1C, Do I R A e BT AR A
R R B R, WK T IERUE A 1, BN 0, ARIRAN[E SR I R S R ) I
SRR . B Z5 RN 6 2B (3)~(4)F iax. ATLLE R, FEARA S| f &AL (IC = 0), C-Score
IR B THEAE 1% 07K ERENIE, 16 AR EREAHNC = 0)FI AR, RHLE NG
BEREE T, SiREEFERAEIRIEREER, SIS RG, ISR

Table 6. Heterogeneity analysis
6. RERMDH

- 1) (2 3 4)

oc=1 0C=0 IC=1 IC=0

C-Score 0.1917 0.102 0.082 0.284™
(2.36) (1.49) (1.35) (2.85)

Size -0.006 -0.012"" -0.007" -0.012
(-1.04) (-2.58) (-1.65) (-1.59)
Grow 0.002 0.000 0.001 0.001
(0.94) (0.44) (1.32) (0.43)

Age 0.002" 0.002" 0.001™ 0.002™
(1.87) (2.50) (2.40) (2.36)

MTB 0.004™ 0.001 0.002" 0.004™
(3.81) (1.01) (1.86) (2.22)
Soe 0.009 0.020™ 0.026™" 0.001
(0.65) (2.09) (2.87) (0.05)
Top 0.001 0.001 0.002™ 0.000
(0.90) (1.30) (2.51) (0.18)

Scale 0.002 0.003™ -0.000 0.006™"
(0.96) (2.14) (-0.12) (2.59)
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Continued
Ratio 0.034 -0.084" -0.062 0.020
(0.61) (-1.73) (-1.54) (0.26)
Dual 0.001 —0.005 -0.003 -0.002
(0.16) (-0.60) (-0.47) (-0.16)
ROA -0.031 0.209"™" 0.145™ -0.037
(-0.41) (2.89) (2.15) (-0.40)
Pt -0.028™" -0.025™" -0.015™ -0.045™"
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