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Abstract

Purpose - Our study examines the determinant factors of corporate financial fraud and whether the
characteristics of outside directors tend to decrease the fraud in China.
Design/methodology/approach - The data come from the enforcement actions of the Chinese
Securities Regulatory Commission (CSRC). The multiple regression analysis were hired in order to
analyze the data.

Findings - Firms that have smaller size, higher debt ratio, or lower return of assets are associated
with the incidence of fraud. However, the firms that have a high proportion of outside directors on
the board or whose outside directors have a high compensation are less likely to engage in fraud.
Our results show that outside directors monitor the actions of managers and thus help deter
fraudulent acts. On the other hand, fraud is more associated with the local outside directors rather
than outside directors who are from other locations. Since local outside directors tend to be more
related with managers of firms, they can lose their independence.

Research implications or Originality - Our findings have implications for the design of appropriate
outside directors systems for China-listed firms. Moreover, our results imply that recruiting outside
directors from other regions can improve the expertise and independence of outside directors in
China. Our study contributes to provide more useful information about investors’ investment
decisions or management oversight and regulators' decisions on audit activities by disclosing
information relating to the characteristics of outside directors.

Keywords: Fraud, Outside director compensation, Outside director location, Proportion of outside directors
JEL Classifications: C30, M41

*o] =R FEUEgn SedT] Add oF =E.

¢ First Author, E-mail: 294945423@qq.com

" Corresponding Author, E-mail: hwpaik@cnu.ac kr

© 2021 The Institute of Management and Economy Research, All rights reserved.



214 Asia-Pacific Journal of Business Vol. 12, No. 3, September 2021

I.AE

FTEHE AF A FTLRA, BAL Al FRoE T4 FF el BE AATE ofF EEhA] o
7199l By} vl s] wAgt}, 5 Fold(Lucki)AYE i e 2E P o= 7=
ou SARRE 228 wiES FEee IARFELR ATt F4 AFE EUlEch sl 4
H T3 A5YAQ dhesol2tel(TAL Education Group): W¥-2ge] B33 Bro = A7te] A
A F7E FEEk kD 719de] FAG L= o] REe]7], #9 AL 7IAl, Sie AR e, F24
F o, 7 232 Fo] XET, S FRE T FARA 5 FAAE BHAL A dig
&g Askd dilelgta BEshlch 2

Arlo|AbE 7199 A dzE Al - AESkaL 719 AT BEste] Sad AbEAE e o)Akl
T3 elth, 19400l v FABAPYE & Abe]ojAlE o]AEle] dRR AAstellEd, ol#gh o9l
8ol Astr] wiEel Bt Sl A WAste] TR FHET ABAHS Eoled
71998 = Jvt. =L 19936 AL AAI RS A =Y3HA o, ARlo|A AR YHF Ao
S Fde AL 2001deltt, F=5ALEH D35 (China Securities Regulatory Commission)&=
Atelo|abAl o] A j]at ehu] Foll disl] “Ags|atellr] o] Alelo] ARl e Tl ek Aw o)A g WhEEtaL,
A o|AkE] 1Yol A] Abe]o]Al =7 AEAEE Hl&o] 1/3 o] delofof Fhe Bttt Ale]olAl A=
£ 283hs BAL T2 o\ AulTRE ek, 49l 253 Alokse A ARE 753
Agtoln, o]& BF3te] AFs|Atel FAFT o]l REsH= Zloth

£ A7 B4 F5 FYIHES WoE #AYE date 7I9Ee] 54 AT, Abefolrt
of EA el w} o]2jst 71d e BRI} A AE AFEASE Aolth 2001d Ao A =S
gt o] % F Al ARRlo] AL 71 e] olsl @Al Blelu EHA THA7eS AdlE Bk Qe
A5 AHEde FolA B ATe gu7t vk AbeJolAl 52 AReJojAte] B, Abe]o]Ate] HIE,
a1 Afefojate] TRAZ} AFFBIAL AR oh dAs=A] g AHESIT FHe 53] YEIF YA,
7} Ao kel Wqr 87 9 Atsdst FAol F zfol7b EAEE] wlE o, BbA o] Abe]oARES BlAL A
21990l HE ®atel tigh A 2o] §E3 slsAle] At webA B A7e S5 A 548 st
ArJo|Al Q] Al ERAEelA GY3HEA] ofUH BARel Z2 X AelM FYIH=A] HHE AFe|o]ALe]
5402 Frtete] BA8GIth= Mol g Aol xbHstEnt,

2 AT A, AbeJolate] BAo]l E=E&FF, ALSJolAl HIEo] £E&FE, FAfuIEo] =& 7199
R A7E sk ek, Wh, ARelolate] AL g EALe] Ao AR e A, FAEEo] 2
719¢] FAR L= 23]l ST B AFE A A ARlo|al Bt Alelo|abH] o] 71
TS S Bole SHA FAA] TS AL Y-S BT HolAl oo7t .
ey 53] STl T ARolrtE dske B9 B HdlM GUZA, SAF 2AA9E e A A
FAA R Abe]olale] AREAT HYPA SH A 2FsHA aefsiordt AldS AAEaL Uk
T3 2 AT Abejolate] 50 tigk RS AAEHA FASHE TRk FAb oAb ol e
AE, Al B A EFe =S & Aol Ae Eelddive Al sd=st vk

1. ol24 w7 % d7Hd

L 7195434

sate] RARLE AR ARl WitE Shkals Asloln, A Ad, A% 27, Au
Z2}, AR ghutol} Wa] ol siFEch U A F4 Thael due F 5 g Uy AR

D %34 AL 5 3 3AzA R, Al2e] Fol4d7m $81(2020.4.8. ARIEH)
2) =, SUAPLBARA T FA B9 @ 48H2020.7.13. A1)
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FEste] WA BRelo] Hadh ojols A S Wi A zbold Aoy JEE o] &9
ARAA A FEEAE FUEY FAY FRAER] ARTHAS vk AR FA7EA7E 37
=] o]F By AR} LAt eg o xdte RS Ittt Frzo|d HH o v A4S
ol g3l THAGH THAITel Adolut FAARE FE L= APFRelate] ARE dds fedka
FATMAS 248 2ig FPo|S5E Foke Y Dttt ARFA] kol A} o)A, A
A e AFRIA 55 T A AFAR B FILHE FFES FAH FAAEAA s
AR FA Ao A E'é"fé% Sutsle Ao SUE we, B B4, 81%’4 AR FA] 55 Tt

H, FEE, AFEQ00D)2 SFdAAete] o] FAptelA A HlFo] 2 VYT E 56
o] el AAE 7sAe] B Bkt & vl A ’S SollX SaATt e
719E Atololl R-ANE Fote] olee 218 = e A7 ES ofn|gitt. e J(2014)e Al
A7NHGE o R ot IAFTA7IFY AR -89S BAsT. 225 Al Fa5 24 E4
ol FHH wid, )AIHE fNtez QI i 55 A 1elEte] AR Aol St matt
IAFA7IHe woldA e HXBE o] Ye-g Bttt Ha M Q94(1998)2 F8H8FH ol
E‘T-v 71404 A &0} o] ujFo] TE_L_",:%, g3 A dANo] F4E o|dxzy|do g AFA
g 7Psdo] S Basherk. Nelson et al (2002)9] A7 ole] 744 olel= ¥ FolA viEA1%
& 53 olelzAdel AYAt /Y TR ST S Qe Woletn Aok HohgDt
2(2019)¢] @7 Hek 7)< (high-tech) o] A9 BAARRE 71974 H7h FoL B wag
AR ole 8 ol24L AR F93sich, Cahan (1992 HHA 14S et /195
© =h9ge 93] 98 SEe Busted 71Fe] U Bueloe SgaAshs APl Yrks

Ane A,

FR7L 25% AHEE GFo] Am we A B Yol 5] 47 HEd FAH e

—_

AT Pl 20 A M8 o3 A1 e A N AR Psgel # A8
Aol olelg vize] Fztel olgdAlE £ Pk TR 2 IANALE U] e AL thEe) Bl

= B Ao o AA%G ZAIE v Ha, Wb 374 Arel Ao gt 277} =rh(Xia et al., 2016).
EAA ol sl 71de FAjAke] e ssAo] i S olF F9stut o]d& Z%fﬂt}.
FE4(2008)2 FAH| o] Z/MEFE H1o]9e TV A A kL S Ay as
&2 AFEA3).

7199 Aol Ee S YeEhE AR E, FAAL 7199 71& JA8 ol g2z 4
o= e £} #04 l %—7}0}‘1" 71?3011 E% 7o At

ﬁ

21 o BAelarge AAAEE fA0

U 7190 A SR8 olR S YA B, Beasley et al. 000)]
Fe A1gela, ARt S Axge

AT AYATFES o 710;4 TR} Ae5%, P go] 245, B SRt

il i TSl RAAFIE S Aol 18S 4R

H 1-1 7199 tmst 7198839l =) A7 ot
H 1-2 7199 Fav &t 797439 F)e a7 o
H 1-3 7]99] FARtel g3t 71wy slel &) dA7F ot

2. Aslolrte] &

3) o]°]z#(earnings management)2 7Z7te] AFEo R IAMES Heatn o]RolAE Zon, BHAHoR o] zAKearnings
manipulation)& dh= A= G| P ol

4) RFFASANS N WESHE 20199 PRI el 9 Fa Ao mh=w, oA, W 2o polEd gue) vl
Fol mig Erke 2e & & gloh

-
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o|AlElE FFot A9PRE JAS e dduelEA AL Ao Haloln, 7ol AAANE FAISH
o $93t ou|E 7RIk wEhA, 719l 2 Slol tisth gide] MY ATEL o|rts]e] J3he A=xs)
I Q. ARQ]olARE FAIZRAL AE, TFARITRe] oAlaE, SAMH F FAlY] tig 1 55 53
3rte] BAFA9 SAAR FA 5o AW AE JAG 5 Uk AleJol A 3Atel AdEElA] ek
oIALRA], B-Z oA A} HPL B IS SIS Beasley (1996)= 71¢12] o]AF3] o]
A Abe]olate] H]Fo] a1, I ARR|o)A} FollA 71T 545 BAIVE Qe SHE] Y] BESE
23 A A0 Ygg Raudtgt. Ao AE2 AA, A, HE T AR AAE 22 glon,
ol=9] YEYIE o] BE 7|4 £8o] HEZ B2 AloAEe T ZL 9o thE 3|l
ARRo|AE ARERE 548 71X 2 itk (Fama and Jensen, 1983; o], 2018). Alelo]Al= £
Aol AAAA ] st A& T F o, Ael A7 Age FH3e Bl HH, At
gio] et = 715L P 5 (LA, 2013), Vafeas (1999)E o|Al3|e] MHN =7} B
7N194LFE AFGAA7E =rhe 295 BoFlon, o) olAkge] A7) BErE ARl
A - o] &0l SUIES & & luh WA, oA, FsHA(2004)E AlelolAte] Bl&T) Au|F
F 9 =] MEFe] FAE F3 2(-) BAYE Budten). ol AuFFIT AdAe Suisst
7] 3l AkelolAte] HE AdEHE Aoz Hokth, EEEE AlelolAle] An| & AlelolAbe] HA B
A(+)e] FAE HYoH, ol YRARE] 2&5E AYAlAl Felgh AlejolAr) o] A=Y,
AbeJolabe] A EE TolFS & 4 9drt.

il

1) ALRIOJAIY] et 7| HREAlLI0| 2Et A7

Deutsch et al. (2007)9] AT-ollx= Abejolrte] FATHHE BAto] 2&45 7]¢9] R&D FAH|5 ]
Eoplthe 2315 B oFdvh. Lambert and Larcker (1987)9l o3t 73 @77} G585 Akelolrt
Hpo] & Zlo2 vepdth Perry (1999)= Arlo|At A 4x1e 3] 2A1-EAl8] Asire A4
gk Bogo] Folof adtide] SrtEvta BHusklth, AR R, 54, AAT(2013)F ARelelAt HE,
AL 18] AdA] o, AbelolAl BAFE R AAlo]dxAE AAlshe At vk e o ol
AP ATES ARRloJAt B Abejolal 58S A B oL oA AYlE EdE et
AL Barskan Qlek(A drl, ARl o]z, 2010; o5, A, ARl A<, 2010). XIe)E-(2003)]
ATE Al FF Atole] dieRIRAIE s dsty] flste] BEA BAAE el AAATIE AAH
Abelojat BaEE Aol AAATIE AbeloAle FF9 ofsf Aok dAte] A dAte] FhAlEA] o]
Sigths 235 BTk, A, A4S, FAA(2007)F AbelolatellA FoiAle BAdo] 7zl
HAGA A vAE TS AT ATAT, Abolat 1R1F FF R0l =2 7o B
i tjH] ATRLEAR|F] & AR YeRgEd], o= AlRloX Pt AdRbe BAIRt Tl gl
HAFte o] ofd AWNE 58 FYIEE fFedte 23S HoF vt

W ARe]o]Al HAFo] FAHolgl= Jensen (1993)9] w=iolrE gt S A g7 EFgste
718530l Y& e FRlete FHoR o §HM FYzE G fele] Hojxlntar Bustal gl
Brick et al, (2000)% o]AF=ell tigh v 7w do] A gatel oAl Ee] Aeto g <lgk Adtg s)4skqiet.

o|A |, ARelo|At BAFE ARelo|ate] B Ad-g Fdste SuiA|l A4S sk AdE BolFANL,
HHHE A gtet dgste] 75504 P5g Helahks t7lR o] 8dtke Aite HolErh & dA7olA
T 2001 ARelo| At AlmE gnIgE o] F- Ale|ojake] HiFo] A 7|GNEAE AAlsl= Befo] 5 H
ol ggks & ZQIA, oy d 715 FoH FFE Helste t7tE FARY AT S ZRIAE dotry]

1A thest g hae ARSI,

H 21 Ajslola} Re 71gje] fmsl 71engaslel de] 9ae v,
H 22 Afelola} mAare 71gle] Rau g 7qndagle] arel dae ma.

5) ArelolAte] EgiA A|9] SEE fal, dHoME T FF/Ue 71 T ARloALE AAE F sl=E Ak A Al
382z A3%).
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H 2-3 Apelo|ip B 71de] FAteldEs) 7|fdd el dAld s vzl

2) AIQIO|AHHIED} 7|2 S0 2ot 7

Weisbach (1998)&= 217 datet Abelo|abrl&zte] dAl= F-()o BA7F AL & sivk, =5t
Hu7d A AEshs bl slo] Ahlolakel Abelelate] AFell Zfol7t Sk 7S AT sEdrk. Akele]
AlEo] E2 oALE]E FAFlE] St A, PGS HAE TFedol AbelolAt Hlgo] v
ojAbEl KT} 3u) A Avke AAE B ol2fsh A= Abelo]At CEO 93 ddste] o]Aka] e
AR Fad dFS VAL S-S vt Beasley (1996)= olAb3l o] 743 AFAIE 74
WAZE] AAE ATE A, olAFF| oA AbS]olATE ApA[Sh= HIEo] e AFAIRS] AlFA o
=7 vtk olEdt A7-Adhs AbelolAbe] HIEo] ¥ oA} AFAR HA TS Sl
8% 98E e AHES BoET Dechow et al. (1995)2 3|A|o] e} ffubeldx] Hilo]o)S
Fff AFshs 719E des ATzt oldfxA o] #AE AT AdEs AhfolA} HlEo]
E25E o|YL A AdshE Zlom UERth Abbott et al, (2000)2 Ake]olAte] E5Ado] BeE

ojx7go] Fagthe AaE UEhia Sk, A A5 AbelolrtH&o] S7HE5 719 A 97t

B9lol) PlAE GFe] Aelola} wlgol weh MBS Avung thgdt Be S ARSI,

H 3-1 Abslolite] mlge 714de] Fush /14248 9)e] B0 9w
H 3-2 Abslolite] mlge 719e] Al gt 71dngagsle] wAo) ofare mH
H 3-3 Abololabe] Hl&e 71919 FA4too 89 719 gasle] dAe] Jare ),

HZ APFAAE BRI S ALe]o|rtE sk ddo] UERFHEA] BRR S ALe]olalrt AA] ALe]olAke}
ahgslE= E4Jo] FEuAL Qlrt, Bae et al. (2008)d0 of3HA #2124 A7t /il AR Al Fola
o] ¥, 7RIS APEA e S wHtta Bustlnt, Fme 53] JEIF WL, 2 A9 ke Jat
B4 F st Aol vlamA Z Aoyt EAEty] wlRell, BHAHo Ate]o|AEL FAF Al A9
HE Hatoll gk Ao =58 7h5Ado] At olgg AAES AFe e AP A= As|A
BHA Y BAZMEL F2] o209 FE ey} 7HAasta(Huse and Hagen, 2009), B1A Y 7| BHEA71 5L
7= e AR skA EahH(Abidin et al., 2009), EtA|Y o]At3] FAYEL AW 59 HAz}
ol ZFol7t &S BastgdrH(Alam et al,, 2014),

Bin et al, (2015)& A}3|A}F &A|A9F B3|AL 2447} 717k SAtdE AR #ElsEo] st
I B2} P97F Ariar Bustdtt, & B3R} A3|AL 1F A 2H Ayt deE HlEsH T P9vt
el 7hsAde] =tk Luo et al. (2017) 7HARRIZ S 7hALS|AF 2he] A|2]H Azl 9| 7hALs| AL
A A8E Dozt ™Y}, Ay At s TRk R HF2o §oldo] FhashH,
Fapatel g Exp A1 gke] JH vl o] J=E =tk (Song et al., 2012), wjehA] B} A FxpxiECh
A 71# FAATL g B 1k FaF £olS o] & oS3t o] B2 o] dSS Bt

23AB|AL ERA o] ALelo|abg Hdshe A dutdo g x| Hef ARQo|AlRTE HFho] a1, HT}
AR A2S AF3RaL Q7] wiieltt, 22y shHS R EfR[Ye] ALelolALE Yt HEo] AR
2 oy, A Fe thgt ol =rt 7] wiEel A5 Ves ANE FHE 77t oleg& + Aok Alam
et al, (2014)& ApejolAkel A dxlo] e Ao gl A ARl AAld net (1A d2=
A VESL A7 AT F dom, A ApeolArt AP FRE 7 do] EolA 590l &
T AvhE AME BAYT wEbA] B AFE ARRlo|aL ZFATL Abe] AR e} dX|sH=A] ARIt
7195483 719 FAAAY Al YL PIAEAE AT A8 o 22 M-S At

H 4-1 Absloli}h 2849 Aed Aze 719e) Fmel 71dPgaslel 6 9% ndc
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2

H 42 Aelola} 29 Aeld Azle 719de] Hau &3 7|g2gs9lel dAlel Jae v
A,

]
H 43 Apelolap 2A1e] Agj4 Aels 7199 SARtelelExt 7197 da9le] d¢l d&d< |

o)
i

m. 934y WA

A7w

oBL

97t Chen et al, (2006) ¥ Donghua et al, (2013)¢] 9F2 Fasle] b3} o] RdS
ghot,

i

pS|
=

FRAUD = o+ B,SIZE,,+ 3, < V;;+ ByROA,, + 3,SOP,,+ B, DUAL;, + B, EXEC;,
+B,BOARD,, + B,MEET+ IND+ YR+¢,, o

FRAUD= i71%4°] td=ol 7782 siukshd 1, ohd 0
SIZE= 714715, FALe] Az g
< V= BANE, BAF e/ AE
ROA= ZApato]Ql &, wolQ)/Zx1t
SOP= =0l 50%e) 3ol 1, mlvte]H o
DUAL= CEO7} oAks]o)e Hedahd 1, ofud 0
EXEC= 97 %&
BOARD= o}219] % olA} 5¢] A= 3t
MEET= o8] 42 915] A1zt 3t
IND= 2139 tjvas
YR= A% tnHs

FRAUD = o+ 83,0UTS,, + 3,CHAR,, + 3,0UTS < CHAR,,+ 3,SOP,, + 3, DUAL,,
+ B,EXEC,, + B,BOARD,, + 3, MEET+ IND+ YR+, 2)

FRAUD = a,+8,0UTR,,+ 3,CHAR,, + B,OUTR < CHAR,, + 3,SOP,, + 3;DUAL,,
+B,EXEC,, + 3,BOARD;, + B MEET+ IND+ YR+, (3)

FRAUD = a,+ 83,0UTP,,+ 3,CHAR,, + 3,0UTPx CHAR,, + 3,5OP,, + 3, DUAL,,
+ B4EXEC;, + 3, BOARD,, + BMEET + IND+ YR+, (4)

CHAR= 719574 WFR, 7|95 (SIZE), F-AHE&(< V), TR 45 (ROA)E vt
OUTS= Atelo| At Astrole] AAR1 gk

OUTR= Ao A&, AFQ]OJALR/Z oA} 4

OUTP= AR OIAET- A9 A2 S A AA 7F A A8k 1, ofdw 0

¥ @70l RIS BE) AT FEAGE FRADZ, FIFUUSANIF T2 FIIDI
o tdwe] V]gle] 4L Shbehe SRIIOwW 1, ohiwl 09 e 2= Tnuioltt. 7]9s] ¥ WS
o olo] zat, 59 A 1A, BAFe, FHE e, RABA, A A, A A A, A7
BE WA, A AN G, ol A, FA ¥ v, Fh 24, A B3, $REF A4 S
s )7k Eghenh

QSRR 7R (SIZE), BAE (< V), Ten 40|28 (ROA) & AHgshalrt. A
slolAbe] HAuszE Aol Fdel (OUTS), Apelol il & (OUTR), et Aol A5k
A AR R WS (OUTP)E AS3H9e,. OUTP W% Zhou et al, (2017)614 eld
At ol Abslolrte] BRAZ @A) A FBAS ge H(ABAS AT Eghel QAL A
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BB SEAE A AdolA ZFEE o] Stk Abe]ojalE Ao S A AL ARBhks Ao
79l WD} FAMFEE %%ﬂ (SOP), CEO7} o1Ak3] o4& AA3=A] A% (DUAL), A9A
25 (EXEC), OIA}Q % oAt $(BOARD), o138 MA3 5 (MEET) W5g A8kt vt

+3, 70%&1(2016)L 75“”‘2}9% o[tz ool weld Vel olojxd ArlE A dEhie Ae
glateict. ATt olAsl ot Adehd ZdRAY A7t SHE SHEe] AnE SANFR Aoy
& X333l Jensen (1993)2 o]Ab3] qiiLel] whet o|Aps]e] &g do] detAla FPAE deldew
ARt S vtk Ao nR oAk qtiE F oAt & F7gste] SAIMFR Tt

UHd 1-1]ef &4 23}, 719727t 2255 7199 38397 S7kohd, 29 g A5 =09
UGS vk DM 1-219] 24 A3, 7199 FAge] SUFERE 719 R STk
H, A1) BAlFE FH) #E oS < Qlvk DR 1319] #4 23, 7|99 FAtelolgo] ve
2 7149 BAY97) T, A1) gAFE 20)e #e dET £ ok

A= 73 22 A2 8 Aoz, ArelolAbe] MAT s|QEAWMEe FEAS
(OUTS > CHAR)Q! (3% &3] Atelolate] Hao] 7195 *éﬁr 71909 g ele] BAlo FFE FshA
7157 obUH $hsta7)=A] Gl o vk 7199 SN 7199 R, B, 2Ea SRt
gz FRITh QRS 7ME 38 AEE] 9% Ao = A]-Q,]O]A]-H]gj,]- 71qE A /\9,]
(OUTR* CHAR)?! By B3l AtelolAlulgol 719547 7]%1«1 Fogayele] AAlel JEFE dsial
A o ghshA7IEA] Bl 4 k. AU 7HE 45 HSSE] SIS 9o, *}9401*}4 2
7} 3L AR o} DABHE=A] e} Q5N FEAF(OUTPX CHAR) Q) By2 B3 A9
oJARIA| 9} 2B ALe] AR DA o 7L ZIASAH 71l BrgR el Bl dFE BEAITI=A
ofud gkstr7|=A] &9l = Qi

},)1«

Y

RERE:

2 7ol AgE HHUFE BT A3tol, A AFOC] IS O theo] 2L WIS
e AR
® 2010 JAAEREH 2019 AA=A FHAS AQAs 129 A4 e
@ CSMAR ( China Stock Market & Accounting Research Database)& o]&3] Ag5E F&
T UE 714
® ST(Special treatment), *STS S¥#E YAEE 71y A<
AL A% 2d £ V15S WAY S Fgeaite] 74 dust olde tholdl 392
Wt} *ST o] 3|Ake] F2]of | #] 2] $lglo] EAdt s AL 71E7|H, SAALE 2ol dis) ™3
Al ggol EATE Aushe A S APV, ATe] FA BHL 9N HEF, B
S WA FA02 $5 vol 4Aslel slew, Al AFE e Aol Ass) el
Mo] 9Jetstge AetAY SlFe Fae ¢etatz BmAjHo] 9t
B o] AFRAS 93le] gloJElE CSMAR ( China Stock Market & Accounting Research
Database)ollX A|F == AR5 o] &aty o, Alejolrte] Bl 9 7ol 117 $Jvk JEE CSMAR 9
AeE AR 7199 A S RS ST EAEAAITE B 18R FellA 1,258
el MBS FZate] PRAAG. 712 RABYlE o] 2, 819 A A, FAfol, FHE
e, RABA, ) AR, B4 A AW, AT £ WA, A AL A8, oA A, 74 2
wjul, F7} 22}, W 8, RAEe sAN Fol gk ASYE T (Table 1) 9] /1] SRS
W gk ARge] 7bE BE AL FAIE VTR A9AL, 2 thee Fuia e, 1 vkl 3917l

ﬂ?

]

6

01] Az ‘6H CRSP,
¥ Hobe] a7g

mlo

6) F= Agstoleh A FAlol FgE T2 F U=l 7S ke SEARHQFIDT A & 4 %1 2]

7) CSMAR t|oJgH]o]2= Shenzhen National Taiwan Education Technology Limited”} Sh&d+ 4=
COMPUSTAT, TAQ, TOMSON & #¢ & ulojgulolx AEEFS Has] S Aol v 7H‘€%<& A
A dloJejw o]t

o 3

UU
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NeFGRE Bt YREAS Avba o
FAS v Ae NS g A B ETFB

Table 1. List of Fraud
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s 2 wA, Batel s

2o S EAl, S}

List of fraud N
SAE OIRE % 745
Z7h 22 2
AP OHE ZA 138
A= 24F9 = B Y 41
yralgs 56
712 463
SO & 534
S|ARRHE HE 84
LS| A2 2 247y 264
Ol =2f 56
TEE 07| FAIS Ofoj 33
7t A 7
7|Ef 954
Eil 3,3779
TE&de A AFARTL vhE (53 vlaste] g2 FAEHER BRA FFYl Sok= 7IdE
= Aol lﬂﬂ—o— éé 350171 As 7199 datde] 12€90] opd 7HEL B A Allstct.
ATE BE HFE 1% FEdA dAZo|H S ot oG
O; oy

L. 71e8A%
(Table 2)&= F& WFE9| 71&EAFE AL
0.125¢]m, ol oF 12.5%9] 38 L FAA9 2 S

% % sirt.

Table 2. Discriptive Statistics

12,5607t}

Stk TS o

AREHAY 5 FEIF QUL WS

(FRAUD) 9] %4

ERs

©
<
o
=

N Min. Max. Mean S. D. Median
FRAUD 12,560 0 1 0.125 0.398 0
SIZE 12,560 19.885 26.186 22.366 1.296 22.209
<V 12,560 0.05 0.896 0.447 0.21 0.449
8) SNk Abgke R 3,3777cld] ol FYU 7ol thate] E oldel oAl e Afelle SEANNEIL. o B 20199 F
FZAREL 5| o] A FAA 2lA9K( LETV)ﬂ?j—% AZTEY(IPO fraud) & SHT o]k Yoii= v, 519 714, Foish

e 55 FA HB]’O]’?&——E N& 30| Hr}, =&
FARA M) 2w FRAUD 1e ,M;J;_a 411]5};}

& FRAUD:= shire 3 70 o8 & 2%

& vepl=

ERERSS

131,
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ROA 12,560 -0.217 0.196 0.037 0.0556 0.034
ouTs 12,560 9.721 12.25 0.455 0.498 0
OUTIR 12,560 0.333 0.571 0.373 0.053 0.333
ouTP 12,560 0 1 0.467 0.499 0

sSopP 12,560 0 1 0.455 0.498 0
DUAL 12,560 0 1 0.238 0.426 0
EXEC 12,560 6.72 20.425 14.516 3.815 14.943
BOARD 12,560 1.609 2.708 2.154 0.196 2.197
MEET 12,560 1.386 3.258 2.234 0.388 2.303

FRAUD= i719°] td=el 714< gukebd 1, old o
SIZE= 7\t E, FAte] ARd2 1 gk
< V= FAME, FASH/ AT
ROA= ZFAPLo|olE, =olol/FAMt
OUTS= Atelo At iolo] A= gk
OUTR= A}]o| A&, ARe|o|A/F o]A} 5=
OUTP= AFo|o| A2 oF 23|t 7L AX|8H 1, ofyw 0
SOP= ZFF0]50] 50%0]4ol™d 1, wjgke]d o
DUAL= CEO?} o|Aks]9)7d-e s 1, oW 0
EXEC= YA E52] A2 g
BOARD= o|AI3]9] % oA} 9] AA=2 1 3k
MEET= ©|A}3| 7|5 315=2] A= 1 3k

7197t (SIZE) ) 37k 22,360, FAPFo]| 8 (ROA) o Batak-e 0.037, FAR&(< V)9 3
TS 0.44701ch, Abelo| A} el Adza gH(OUTS) o) Fit-e 0.4550]aL, Akelo| A} vl (OUTR)
< HFHo = 37.3%0|ch, Atelo|ate] ZR|e} AFE|AL A 2] AR (OUTP) Bt 46.7%E
ALlojAlE o] EA| o] ERal= e oF 47%0|tl. CEO7} o|Al3] o3-S el 24 (DUAL)=
23.8%03L, JUF25(EXEC) o] Hitghe 14,5160}, o|AH3] 7F2(BOARD) 9] H3tgke 2.1540]
a1, o|Avs] WA BF(MEET) o) Haghe 2.2340]0},

(Table 3)& (Table 2) 2] FE& AW Lut71Y(non-fraud firms)Z T4 YvF71d (fraud firms) .o
2 72} Yipo] mlwakiet, AN vt Slebrell wiste] 7|t E (SIZE) o FARato| &
(ROA) 9| Hagkat 203k 2% BAZoR fosi Wk, BAnje(< V) o B S 25
SAHLE FoeHAl =t wetA] Z1GTTEI FE5E, 719 FAR g 245, 28l 7YY
FA ool EE&FE 719 18 AEEe] =58 A5 7 Utk AV EIge A SR
ol wlske] Aleloate] FeI(OUTS) o] Hagka} Abe]ol Ak 29} Bate] AAlx] x| AR-(OUTP) 2]
Hgho]l BT BAHCR fosHAl 52 & & Atk wlEhA] ARRJoxf Fo7F E4E, 28Il ARefo]
AP ZEAZY AL AR} TR E 719 7 ATEEe] A AL A5 T

Table 3. Discriptive Statistics of Fraud/non-fraud Firms

Non-fraud firms Fraud firms Differences in Differences in
Variables N=11,302) (N=_1,258) Mean Median
Mean Median Mean Median t-value z-value
SIZE 22.38 22.22 22.22 22.12 4.676xxx 2.978xxx
<V 0.443 0.444 0.489 0.495 =7.199%*x* -7.006%*x*
ROA 0.04 0.036 0.014 0.034 12.529%xx* 14.58%xx
ouUTs 10.975 11.002 10.938 10.996 2.56% 1.847+
OUTR 0.3727 0.333 0.3733 0.333 -0.407 -0.515

oUTP 0.474 0 0.412 0 4.22%xx 4.172%%%
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SOP 0.461 0 0.401 0 4.153%*x 4.095%**
DUAL 0.233 0 0.285 0 -3.884xxx —4.092%xx*
EXEC 14.49 14.89 14.74 15.32 -2.19%* -2.452%x*

BOARD 2.156 2.197 2.136 2.197 3.5%%% 3.36%*x
MEET 2.223 2.197 2.328 2.303 -9.102%*x =9.427%xx

Notes: 1. See <Table 2> for the variable definition
2. p: **%x<0.01, **<0.05 and *<0.10.

FAFe] A% VIS del FRHF(SOP) o Bagkol AN He) frelshl Eekev,
o= AV AL) FFe] Aol FAoR B oJulah} FHINA YL CEOT}
oA el ge AAH B (DUAL), A9F45(EXEC), o|413] WA 85 (MEET) o) Btgkel 4
mglgdel Hla frofall wekeu), ol AYA olMsl e AYske A, 7o) QAT
WEFE, 2em J14e olie] A 857 BEFS V1ol 74 ANEEel ¥&2 5T -

=2
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Table 4. Correlation Analysis

FRAUD SIZE <V ROA ouUTs OUTR OUTP sopP DUAL EXEC BOARD MEET
FRAUD 1
SIZE -0.037** 1
<V 0.066%* 0.522%x 1
ROA -0.14x%x -0.001*x -0.34% 1
ouUT1S -0.023** 0.417%* 0.1295%* -0.05+ 1
OUIR -0.0036 0.035%x 0.008 0.0303+* 0.046** 1
ouTpP 0.037 -0.046%* -0.03* 0.0019 -0.051** -0.004 1
soprP -0.037** 0.303+** 0.3103* -0.06% 0.064** -0.044xx 0.01%* 1
DUAL 0.037** -0.156%* -0.133+* 0.0172 -0.038x** 0.134x%* 0.017 -0.252%* 1
EXEC 0.02x* -0.14%x -0.294* 0.1182+* 0.04** 0.043** 0.001 -0.619%x 0.242%x 1
BOARD -0.031%x 0.231%* 0.1541%x 0.0313+* 0.066%* -0.491 % -0.029** 0.228+* -0.18xx* -0.169%* 1
MEET 0.081*x 0.247** 0.23%x* -0.09+ 0.104*x 0.057%** 0.011 -0.031%* 0.0128 0.089+* -0.031%** 1

Notes 1. See <Table 2> for the variable definition

2. p: **x<0.01, **<0.05 and *<0.10.
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£(ROA) & AN 42 (FRAUD)SE 47 foleh °<->91 HpuAE Bk BANE(< V)e
TSI o (FRAUD)SE #oI3 §(+)e] 4RAE moleh. %, /19iturt 4255, SAito|ols
o] 4855, a3 PAHl gl FLFE Ao FAANBAE F7HE AL oFT 5 AUk Aol
54 5 Aslolitel WR(OUTS)E AN (FRAUD) 9 912 ()] 4200 S B3I el
A, Abslelite] BATh 255 SlAbe] TAINHASIE AGS T S olrk. Teht w2

(Table 4y R T3E HFSo] FAAAE AAIBLL Qlch, WA 7GR (SIZE) oF EA2Fo] o]
RAUD) %}
F(+

= gl 9 v 5 Sl Hakl BAvEe] 2elHA € Bl Shsil) ol e
thiled B4 B3 2 Ao 7pae HEstaat sith,

2. chEEA

(Table 5y DM 11 A% @9, 71909 S4o] 714de] 2AR9l0) mxe dae s,
P 1-lle] 24 Aw, 719 R gRAgelel fold 20 Jue nAE Aow Ykt
(1=03, p(.0D. &, 1T S5 71908 T Skl A A & ek )
2 SNA5E A8 BFe] Bl oA, U FA B AT AR WA HH, FAEe

A AR ol gk 247} Fohe AP ATl RS T%O]U}(Xla et al., 2016),

At

Table 5. Result for Determinant Factors of Firms’ Fraud

FRAUD= o+ B3,SIZE,, + 3, < V;,+B,ROA,, + 3,SOP,, + 3, DUAL;, + B, EXEC;,

+3,BOARD,, + S MEET+ IND+ YR+, (1)
Variable Coeff. t-stat
SIZE -0.333 -9.88%**
<V 1.628 8.27*%*
ROA -3.905 =7.33%xx
SOP -0.122 -1.47
DUAL 0.184 2.55%x*
EXEC 0.003 0.135
BOARD 0.81 0.733
MEET 0.792 8.4 %x*
IND included
YR included
Pseudo R? 0.0744
LR chi? 607.7

Notes 1. See <Table 2> for the variable definition
2. p- **x<0.01, **<0.05 and *<0.10.

PP 120s) 2 sk, 7198 A 19N feld HE2l G A Ao
Ueldth(z=1.628, p0.01), & 25 471908 Aol ¥&5% 14de) 74 SIEEe] 27hske
oz AT 5 Ao G S HBIGE NEEE el B AFE 2 FANE 2l
71 S UitE U P 2 il Ao g £ ek P 131 4 2, 0
FATol e /AR Freld (000 PRE FIAE Aoz LhERdrhz=3.905, p(0.01). ol
719ie] FApatel el Bo et s 719 ﬂm o] F7kshe A oulsit, oleist Av: SolE

o°1’ 10
Mm mlo [l
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I

o] gre 7|Yo] AAFERE GAE FAAE FAFIAL 719 AAPTE =ol7] Yslire vt FHEol
H =22 A, SAWSe] A9 ARy F gt o|atal e o Be HEe e 4 (DUAL) <}
o|Ata] MAFF(MEET)E 7199 FARFS} Fo3 F(+)2 #AS BT

(Table 6) M= 7199 54 (CHAR)#} Abololrte] B3 (OUTS) o) 4528 a3} 719 2439
o MR 3RS olry] 5 7P 29) AFEA ARE Busldth 7199 5H(CHAR) L 7197
(SIZE) , 2w & (< V), 283 FA43b0| & (ROA) & TRtk WA 28] A (Pseudo R2)
o 747 5.1%, 5.4%, 6.2%% JERGCH

o M

Table 6. Result for the Effect of Outside Directors’ Compensation on Firms’ Fraud

FRAUD = ay+B,0UTS,, + B,CHAR,, + 3,0UTS < CHAR,, + 3,5OP,,+ 3, DUAL,,

+BEXEC,, + 3, BOARD,, + BMEET + IND+ YR +¢,, (2)
Variable SIZE =V £od
Coeff. t-stat Coeff. t-stat Coeff. t-stat
ouTs 1.190 1.10 0.249 1.43 -0.251 =3.65%**
CHAR 0.424 0.79 13.760 4.05%*x* -5.790 -0.55
OUTS*< CHAR -0.059 -1.23 -1.135 -3.65%** -0.016 -0.02
SOP -0.096 -1.17 -0.297 =3.66%%x -0.206 -2.53*x*
DUAL 0.187 2.63%xx 0.237 3,33k 0.212 2.96%xx
EXEC -0.022 -2.08** -0.011 -1.04 -0.012 -1.18
BOARD 0.103 0.62 -0.242 1.51 -0.046 -0.29
MEET 0.919 10.76xxx* 0.607 7.18%xx 0.680 8.23%xx
IND included included included
YR included included included
N 12,560 12,560 12,560
Pseudo R? 0.051 0.054 0.062
LR chi? 416.6 439.65 502.64

Notes: 1. See <Table 2> for the variable definition, CHAR: firms’ characteristics such as SIZE, LEV,
and ROA
2. p: *x*x<0.01, **<0.05 and *<0.10.

Ngel B9 F 19TRG FANelE A, Aslolrte] mast g5 FEeAUS
(OUTS* CHAR): o8 grol thehbA) edgkeh, ol Abslolitel wape 7lgditmsl 7] 4]
ofshe] (o] Bk, FANo|IER 712D opshel S()o] BAl) FFL V1A Qs
BolET, W FAu|&e] B, Ablolbel WAt /195 FEBANF(OUTS* CHAR)E #o
8 2009 ke HoIFUTHz=1.135, p(0.0D). F $AM|&o] £LFE /19RRAsle] FEe F715HA
g Abslolite] Bol 255 RANIET 1GRABe FH)e] WAL Fasihs A ek,
2 el Aok Abslolt Felel F7ke RAHE F/12 A% 7)ol BABNE Ak o EI)
e Aew vEhge,

(Table 7)-& 71999 B7(SIZE, LEV, ROA)} ALslelite] ul&(OUTR) o] 354 &t o 4
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el vjA= ¢ f’o% dotr7] elgk 7Hd 39] AR A HolErh. AbelolAl wEdt 71954 9
BEAAWMSF(OUTR X CHAR)E F-Au&e] 29w FRAUDSE fojdt &()9 #e BTt
(z=-5.009, p0.1). & FAH&o] =55 719 FHY o] FEo| S7FSHAN ARQlolAL Hl&o] &5
5 283 o] Aade e}, B dre] A= o)Akl o] AfelolAL Blgo] mEE, A dAtel
e RUE Y 95 HHs] st 35S & 5 A ol olAEd AR FAYCE o]Fold
u A-S] A ol Tk B ZQl FH=o] o] fold & QIS HolE Klein (2002)9] A7t A48}
= Aot}

Table 7. Result for the Effect of Proportion of Outside Directors on Firms’ Fraud

FRAUD = a,+,0UTR,, + 3,CHAR,, + 3,0UTR < CHAR,,+ 3,SOP,, + 3, DUAL,,

+BEXEC;, + 3; BOARD,, + B, MEET + IND+ YR+¢;, (3)
Variable SIZE =V £04
Coeff. t-stat Coeff. t-stat Coeff. t-stat
OUTR 7.876 0.78 0.868 0.58 -1.250 -1.79*
CHAR -0.109 -0.63 3.229 3.03%xx -5.130 -1.55
OUTR X CHAR -0.377 -0.83 -5.009 -1.78x -2.578 -0.30
SOP -0.092 -1.13 -0.311 -3.86%xx* -0.213 =2.63%x*
DUAL 0.187 2.63%xx 0.250 3.5 %k 0.228 3.18%xx
EXEC -0.022 -2.22xx* -0.018 -1.70x -0.015 -1.45
BOARD 0.043 0.22 -0.519 -2.76xxx* -0.268 -1.42
MEET 0.920 10.7Pxxx* 0.573 6.83%xx 0.665 8.07xxx
IND included included included
YR included included included
N 12,560 12,560 12,560
Pseudo R? 0.051 0.050 0.060
LR chi? 412.35 407.64 491.95

Notes: 1. See <Table 2> for the variable definition, CHAR: firms’ characteristics such as SIZE, LEV, and ROA
2. p- ***x<0.01, **x<0.05 and *<0.10.

(Table 8) ollX= 719e] 5AH(SIZE, LEV, ROA)F} Atelo|Ate] iAo} g 3|ate] A4 dAA =
(OUTP) 9| 3528 a97t 719 FAY o nA= AFE Dolry] 913 7H 49 AZFRANE

B3kt Abe]olAl Hlg 7| QFR e AEBANS(OUTPX SIZE) 9 Akelo] A} v &3} FA}atko] o]
£ FZBANF(OUTPX ROA)E 218 #h-& JehliA] esket, o, Aejojar ZHA|e} aju) g9
AEAAMS(OUTPX < V)= FRAUDS) o8k ok(+) ] 3 EO#QM(Z 0.554, p€0.1). o= &
Aol 2&FE 719G R 90 FEo] SUIkAL, ARl oJAF A9} G B ALY AR} @ il?‘s}fﬁ
aejgk Aol Skt 2s Ut 7Hd4e] Aibe Apele|atel Agzle] 2 A e A
LA A2 E 1H vIEI7E EA3H Abelo]Ate] E9do] Fld & ths Alam et al. (2014)¢]
Aot Axsh= Adtolrt, whehA] B AFe] A= A9 Alelo]AtRTE E}XI%I Atelolaks Gsdst

Zo] Arelolate] HEAT SHAE FIAE & glen, BdAe] A Ve v agHer &

=
= T
& gl AT

¢
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(Table 6) 4] (Table 8) o] A5+ FF3HH, 719e] 54 F /1Rt TNl 84 7424
le] S Aslolfel S0 el Mot ek WA el et /19 54 & RAvlgel wa
= 71900 HABS7E Bk el DA Alelola} o] B Abslol} vl go] Ee5E folal
A B ANE MR, ol ASlolEo] 19 54 AN LA G0l S EAH 9N
7k oAl BES U8 1AM BUBIRS & 5 Ak el Aslolit 2RAs 33t
EAATE DAGSE RAH ST )G RA B FH)e] WAL oY IS & & Ak FRE
53] v} W, 4 A 7ke] Wi 87 L A5 3ol 2 Folsh 2AIS) whzel, BpAde] Atslolit
S& 3} 2 Aol WS Witel B Aol 2HE o] Ak, ei}, Raplgel e AU
5 TpAle] AslelbE dlske Aol £% AAIGS BAANE Bad F ASE AN,

Table 8. Result for the Effect of Outside Directors’ Location on Firms' Fraud

FRAUD = oy +3,0UTP,, + B3,CHAR,, + 3,0UTPx CHAR,, + 3,50P,, + 3,DUAL,,

+ BeEXEC;, + 3, BOARD,, + B MEET + IND+¢;, (4)
Variable SIZE =V £04
Coeff. t-stat Coeff. t-stat Coeff. t-stat
ouTP 0.790 0.69 -0.458 -2.88xx* -0.190 -2.85%%x
CHAR -0.237 —6.45%%x* 1.090 5.0k -5.950 =9.9 15kx
OUTPX CHAR -0.045 -0.88 0.554 1.84x* -0.364 -0.37
SopP -0.090 -1.11 -0.318 =3.96xxx* -0.222 =2.75%%x
DUAL 0.184 2.59%xx 0.241 3.39%xx 0.218 3.06xxx*
EXEC -0.022 -2.16%x* -0.017 -1.64x -0.015 -1.42
BOARD 0.099 0.60 -0.335 -2.09%x* -0.099 -0.61
MEET 0.920 10.78xxx* 0.573 6.83%xx 0.657 7.98xxx
IND included included included
YR included included included
N 12,560 12,560 12,560
Pseudo R? 0.053 0.0504 0.060
LR chi? 432.85 4117 491.95

Notes: 1. See <Table 2> for the variable definition, CHAR: firms’ characteristics such as SIZE, LEV,
and ROA
2. p: ***x<0.01, **<0.05 and *<0.10.

3. F7h

26 7M1 2APE AWF LA, AN ¢ (FRAUDL) ¢ 24 %oz ¢jwks)
A= 9 Bw(FRAUD2)Z £&W5E 712 %40}014

rr

FRAUD(1,2) = oy +B,SIZE, + B, < V., + B,ROA;, + B,SOP,, + 3;DUAL, , + 3, EXEC;,
+ B, BOARD,, + B, MEET + IND+ YR +¢;,

FRAUD1 = 74 9NE314~
FRAUD2= FAAN} L, 2ddLoz 7S 9uslt 49 1, ol o (5)

(Table 9)= FEWFR 714 E 5 (FRAUDL) ¢ #A73 = (FRAUD2) S )% F 223
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Ashe melzth V)Y RE /GTAARISE FoIT 2O WAL, A EE LA
o frolg (el BAE, 2el3 BRIl B AP FS frold S()e] BAS el
L3, DV 12 BASEE (Table 5) ol Fajsk fAHA, 719 TR7} A25%, Raplgol S84
%, 2|3 FAptel ool et J1gle] FANEFE SN & 5 olrh. FHNSE 2d A%
AENS B AT Aok fAR mebd R 49 /19 fesk

23 FATo| o Fo] AT AN AFWR ol je} 2d A%o

4255, PAHgo] EL5E, 1
= S FEE F79e @ 5 Ao

Table 9. Result for Determinant Factors of Firms’ Fraud
FRAUD(1,2) = oy + B3, SIZE, .+ B, < V;, +B,ROA,, + 3,SOP,, + 3, DUAL, , + 3, EXEC,,

6

+3,BOARD,, + 3, MEET+ IND+ YR+¢,, (5)
Variable OLS model (FRAUD1) Logit model(FRAUD?2)
Coeff. t-stat Coeff. t-stat
SIZE -0.035 -9 58xxx -0.444 -5.69%xx
<V 0.187 8.05%** 2.045 4.61%%x
ROA -0.602 -8.59%xx -4.39 -3.99%xx
SOP -0.013 -1.39 0.03 0.17
DUAL 0.026 3.04%%* 0.533 3.2T%%x
EXEC 0.001 0.05 -0.033 -1.31
BOARD 0.001 0.03 -0.086 -0.21
MEET 0.079 8.24xxx 0.85 4.07%%x
IND included included
YR included included
Adj R? 0.0459
F 19.32
Pseudo R? 0.1256
LR chi? 250.09

Notes: 1. See <Table 2> for the variable definition
2. p ***x<0.01, **<0.05 and *<0.10.

(Table 10)olX&= 2(6) o]&3te] 74| EA(SIZE, LEV, ROA)F Ale]o]Ale] RAF(OUTS)2
HEAg B 7)Y ARG AE 9 doluy] 18 WFLHARE RusAY. AW F
FAMSE AT Faus 952 B2 ANSL. Panel Al $HWSTL 7o) FASNAS
(FRAUD1) 9] %01, Panel B $4W57h 9402 2 §uke 39(FRAUD?) o] #4435
pehdth, (Table 6) o Ashsk 4181, Abelolite] e 7)4de] st 71Aslsise] #Al
Folat e vIx4 £5ich W, Panel Ash Panel BolA] W Abelolite] Bt R aju] &)
HERF(OUTS <= Ve £0)9 fold 872 Uehlislh, 2 2ol 2255 71g74 9
559k 7k F7HSAR, Aelolate] o] WEsE Tejd Adel Pasithe AS et F5u
8 GTAN AF(FRAUD)Z Aol@ 3% Apslolbugst FAtelelge] s
(OUTS> ROA)E 9% F(+)9] g dehigith. ol 7195Apto] o) Bo] s /ATl
357h FA, Abslolitel wae] Bes efd AL gtk 2 Uehich, webA Aele]
A Felel 37k Z1ge] BAAAE oJAlshe W EW) b Aoz kg
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Table 10. Result for the Effect of Outside Directors’ Compensation on Firms’ Fraud

FRAUD(1,2) = ay+ 3, 0UTS,, + B,CHAR,, + 3,0UTS < CHAR,, + 3,5OP,, + 3, DUAL, ,PPa

+ BEXEC;, + 3; BOARD,, + B4MEET + IND+ YR +¢,, (6)
nel A Dependant Variable: FRAUD1
Variable g =V 104
Coeff. t-stat Coeff. t-stat Coeff. t-stat
ouTs 0.080 0.73 0.033 1.75%* -0.040 —4 46%*x*
CHAR 0.027 0.48 1.820 4.75%xx -4.540 -3.23%%x
OUTSX CHAR -0.004 -0.88 -0.151 -4 37 **x 0.338 2.63xxx
Adj R? 0.029 0.0326 0.039
F 12.32 13.83 16.52
Panel B Dependant Variable: FRAUD?2
ouTs 3.425 1.19 0.779 1.76x* -0.028 -0.18
CHAR 1.210 0.85 20.316 2.47 -1.786 -0.09
OUTSX CHAR -0.146 -1.13 -1.686 -2.25%* -0.509 0.27
Pseudo R? 0.0970 0.09 0.1057
LR chi? 193.20 188.89 210.45

Notes: 1. See <Table 2> for the variable definition, CHAR: firms’ characteristics such as SIZE, LEV, and ROA
2. p ***x<0.01, **<0.05 and *<0.10.

(Table 11) o= 2} o] §3ke] 719e] B4 (SIZE, LEV, ROA)S} AFelo]Al ul&OUTR)e] 45
& B} 719 RIS (FRAUDL) o} 7R3 % (FRAUD?) ol vl e #H% 238
BIs Sk, FAN LI} AelolA) ulge] FEAke ks 719) FASIESR(FRAUDL) sk fol8 &0)
of ghe JERRRA(=-1.72, pC0.1), o] Sl FoIa A3 AX Rakdeh & PAulge] ¥LFE
AGSNAFE FIAAR Aelolit ulgo] ¥25E e Aol gisE RS T 5 v

(Table 12 olAl= S5} 19491815 (FRAUDL) Q) 299k 2 4% #42 9luke
(FRAUD2) 25, Aslolak 2725k 431xte] 2AlA7} A2 oi#sl /19549 Jauss
Ghe VERRA gkt &, Abeloli 2RASh A £AATE QA iR el AL
slkshe 5 29 A% AL ek B9 § A9 RABNE FaAled 27 7] efsA
Re A% & 5 ek, o318, 1954 WG AAE S50 (FRAUDL, FRAUD2) S %o)% A%
welFgth, 2, V1ot Aess, RG] F5%, 223 FAptel o] HeFE J)d o] 74
S S5 US AT, 2d A% T WS A9E F49e & 5 Ao

’



230 Asia-Pacific Journal of Business Vol. 12, No. 3, September 2021

Table 11. Result for the Effect of Proportion of Outside Directors on Firms’ Fraud

FRAUD(1,2) = a, + 3,0UTR,, + B,CHAR,, + 3,0UTR < CHAR,, + 3,SOP,, + 3,DUAL,,

+BsEXEC,, + 3, BOARD,, + B,MEET + IND+ YR +¢;, (7)
Panel A Dependant Variable: FRAUD1
Variable SIZE =V £od
Coeff. t-stat Coeff. t-stat Coeff. t-stat
OUTR 0.870 0.83 0.046 0.28 -0.125 -1.45
CHAR -0.009 -0.51 0.364 3.08#xx -0.367 -0.91
OUTR < CHAR -0.042 -0.90 -0.539 -1.72% -1.24 -1.08
Adj R? 0.029 0.030 0.038
F 12.21 12.69 16.08
Panel B Dependant Variable: FRAUD?2
OUTR -20.228 -0.82 -9.07 =2.14%x -2.85 =1.68%x*
CHAR -0.688 -1.63 -2.15 -0.82 -3.68 -0.57
OUTR* CHAR 0.831 0.75 10.856 1.55 -9.69 -0.58
Pseudo R? 0.097 0.095 0.107
LR chi? 192.45 189.11 213.56

Notes: 1. See <Table 2> for the variable definition, CHAR: firms’ characteristics such as SIZE, LEV, and ROA
2. pr *xx<0.01, **<0.05 and *<0.10.

Table 12. Result for the Effect of Outside Directors’ Location on Firms’ Fraud

FRAUD(1,2) = a+3,0UTP,,+ 3,CHAR,, + 3,0UTPx CHAR,, + 3,SOP,, + 3, DUAL,,

+ BEXEC;, + 3, BOARD,, + B MEET + IND+ YR +¢,, (8)
Panel A Dependant Variable: F'/RAUD1
Variable SIZE =V £04
Coeff. t-stat Coeff. t-stat Coeff. t-stat
ourTP 0.00 0.01 -0.038 -2.25%x -0.033 -3.87%*x
CHAR -0.025 =6.05%*x 0.144 5.68*x%x -0.946 =11.62%%x*
OUTPX CHAR -0.001 -0.22 0.032 0.96 0.21 1.63
Adj R? 0.030 0.030 0.039
F 12.56 12.72 16.38
Panel B Dependant Variable: FRAUD?2
ouUTP 1,674 0.59 -0.647 -1.54 -0.121 -0.79
CHAR -0.35 -3.86%** 1.44 2.77%*x -6.628 =55k
OUTPx CHAR -0.083 -0.64 0.984 1.31 -2.012 -1.02
Pseudo R’ 0.097 0.093 0.107
LR chi? 192.38 185.44 212.06

Notes: 1. See <Table 2> for the variable definition, CHAR: firms’ characteristics such as SIZE, LEV, and

ROA

2. p- **x<0.01, **<0.05 and *<0.10.
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V. 2&

ARolAL Alee Bk e BEfste $a3 A2 I, vl s F 15101, o|A}2]
oA ApelojabE o] AAISh= HIT o] Z4F FobAaL v, AlAl 500t 719 & GMe| 7§ Abe]olAt
Hjgo] Y=o b & A7 20019 o]F T APellM SsA AR EAL = /‘MOV\WIE?J

E40] 7o) 74 Shukaslel ol L LA Fstol, A ATl FFE MFFUES ¥
= BAsHe

B ATl A3, V|t 44 E, Aol AR, Tela FApto|ege] Bhes 719
FASNIEE F7eHe. 7199 RANEo] £25F 7199 TN FAHHAAE, Atslo|a}
o] o] WAL Afslolipl o] £8E J1gle] RADAE Baskc. & Aslolatel nAE B
A, AbslolAt Mg EUSE, AslolabEe] AGAe] BUEY 48 sto] AT FRUNE
RIS U] £5e F AS L Uk W, Aslolate] 2RAsh e AL sk A
2AIg} 719e] BBk el BAVE TS oG, F B2 ALJoAbES AXH o]4S
A 7] whizel Blakel U ARE A&sha Ee stebd 4 gtk el YA, AFES)
2 Bol 392 BRG Fsdol Jor] AP 4E e AN A Bahe vl g

%:Qﬂ_fr 719RA L] Be) <1 2d Sukshe A FI8kY] BA% AR 71y R, FARE
o]} Eo] 71?34 At Blzol ot Fro)l 42 Foldt S(1)e] BAZE Ul Bajulgo] 7ol ot
Seeb o Aol 7z foldk k(+)e] TAZE UEith, olAks|e] B FollA] AlejelAte] HAGo]
ES5E 023 AL9)olA) Hlgo] EEE, Falugo] B V] AN o) b}
ATk, w3 ARQ]o)al BAFo] F7EH XWOIC”EOl we 71 fubslen 7RAEkdeh, AkejelAte]
TEA7} ds|Ae] AR} dRoRE 7G5 whE 7| eutSige) T &S FA] B3}
At

B AT di= 7199 BT AdAE Eole SHdlA Alelolale] BT Alelo|Alu]go] Fat
Aol S-S dFS A Y-S I3t HellA 2ot ok, T 53] JEV Wi
7 Azke] Wt 3 2 AFdst FAolA Bl 2 o)yt A aﬂfoﬂ ALQ]O|ALE 9lEt=
739 BRI Goll A G etA], of i S|AF AR 9} 2 A delA] G EA| = AkeJolAte] HEAd
EHA S AZ3A mejslord Algde AABka ok, wEk 2 Oﬂ%b Ate]oate] B2 tigh
AEE AASHA FAHE FAzle] £2) oatdAg oy #e] 25, A Bre] A BEdl =g 2
Aolgte A& FRletdtk= Helxl Td=rt vt
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