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Panel B: Firm Characteristics

Survey sample All public companies

Average total assets (in billion RMB) 61.92 63.46
Average total debt (in billion RMB) 51.20 53.57
Average revenue (in billion RMB) 15.24 10.16
Average net income (in billion RMB) 1.10 0.94
SOE (%) 26.09% 29.16%
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To what extent do you agree that this statement captures important features of “high quality earnings"?

Chinese US High quality earnings ... % agree or % disagree or Neutral Average Non-SOEs (% agree or SOEs (% agree or
ranking ranking strongly  strongly disagree rating  strongly agree) strongly agree)
agree

1 3 Are sustainable 69.08 435 26.57 0.90*** 71.90 61.11

2 5 Are useful predictors of future cash flows 62.32 3.86 33.82  0.72*** 64.05 57.41

3 4 Are useful predictors of future earnings  57.00 435 38.65 0.66*** 56.86 57.41

4 11 Are less volatile than cash flows 56.04 6.28 37.68 0.62%** 57.52 51.85

5 7 Do not include one-time or special items 51.69 4.35 4396 0.64*** 51.63 51.85

6 8 Require fewer explanations in company 37.68 773 5459 0.34*** 3856 35.19
communications

7 2 Avoid long term estimates as 36.23 5.80 57.97 0.34*=* 3725 33.33
much as possible

8 12 Have fewer accruals 40.10 5.80 54.10 0.40*** 41.18 37.04

9 9 Result from conservative recognition of  26.09 9.66 64.25  0.20%** 2745 2222

assets and liabilities

This table reports unconditional analysis of the responses from the first survey. Respondents were asked to indicate their level of agreement with each
statement on a scale of —2 (strongly disagree) to +2 (strongly agree). Column 1 (2) indicates ranking of responses (Dichev et al, 2013). Column 3 shows
survey items. Column 7 reports the average rating, where higher value corresponds to higher agreement among respondents. Average rating is calculated
based on respondents answer with a scale of —2 (strongly disagree), —1 (disagree), O (neutral), 1 (agree), and 2 (strongly agree). Column 7 also reports the
results of a t-test of the null hypothesis that each average response is equal to 0 (neither agree nor disagree). *** ** and * denote a statistically significant
difference across groups at the 1%, 5%, and 10% levels, respectively.
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Please rate the importance of the motivations for companies that use earnings to misrepresent economic performance.

Chinese US Companies manage earnings to ... % agree or % disagree or Neutral Average Non-SOEs (agree or SOEs (agree or
ranking ranking strongly strongly rating strongly agree) strongly agree)
agree disagree

1 1 To influence stock price 52.18 17.87 29.95 0.34***  56.21 40.74**

2 2 Because there is outside pressure to meet 49.28 15.46 35.26 0.29*=*  48.37 51.85
earnings benchmarks

3 11 To influence other stakeholders such as 31.88 21.26 46.86  0.01 30.72 35.19
customers, suppliers and employees

4 6 To avoid violation of debt covenants 19.81 2560 54.59 —0.17=** 1961 2037

5 12 Because they feel other companies 16.91 35.75 47.34 —0.38*** 18.95 1111
misrepresent performance

6 4 To influence executive compensation 14.01 32.37 53.62 —0.34*** 13.73 14.81

7 5 Because senior managers fear adverse 14.01 34.78 51.21 —0.38*** 14.38 12.96
career consequences if they report poor
performance

8 8 Because they believe such 724 57.49 35.27 —0.81*** 523 12.96

misrepresentation will likely
go undetected

This table reports unconditional analysis of the responses from the first survey. Respondents were asked to indicate their level of agreement with each
statement on a scale of —2 (strongly disagree) to +2 (strongly agree). Column 1 (2) indicates ranking of responses (Dichev et al, 2013). Column 3 shows
survey items. Column 7 reports the average rating, where higher value corresponds to higher agreement among respondents. Average rating is calculated
based on respondents answer with a scale of -2 (strongly disagree), —1 (disagree), 0 (neutral), 1 (agree), and 2 (strongly agree). Column 7 also reports the
results of a t-test of the null hypothesis that each average response is equal to O (neither agree nor disagree). ***, ** and * denote a statistically significant
difference across groups at the 1%, 5%, and 10% levels, respectively.
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Do the following factors contribute to your company preferring a smooth earnings path?

Chinese US A smooth earnings path ... % agree or % disagree or Neutral Average Non-SOEs (% agree or SOEs (% agree or
ranking ranking strongly  strongly rating strongly agree) strongly agree)
agree disagree

1 3 Assures customers/suppliers that 78.79 252 18.69 1.00***  79.59 76.47*
business is stable

2 5 Promotes a reputation for transparent 64.65 3.53 31.82  0.81***  68.03 54.90%*
and accurate reporting

3 6 Conveys higher future growth prospects  63.64 404 3232 0.71*=* 6463 60.78

4 8 Clarifies true economic performance 58.08 455 3737 068***  60.54 50.98

5 1 Convinces investors that firm is less risky 34.85 16.16 4899  021*** 36.05 31.37

6 9 Increases executive bonus 6.56 3283 60.61 —0.35*** 8.16 1.96*

This table reports unconditional analysis of the responses from the first survey. Respondents were asked to indicate their level of agreement with each
statement on a scale of —2 (strongly disagree) to +2 (strongly agree). Column 1 (2) indicates ranking of responses (Graham et al., 2005). Column 3 shows
survey items. Column 7 reports the average rating, where higher value corresponds to higher agreement among respondents. Average rating is calculated
based on respondents answer with a scale of -2 (strongly disagree), —1 (disagree), 0 (neutral), 1 (agree), and 2 (strongly agree). Column 7 also reports the
results of a t-test of the null hypothesis that each average response is equal to 0 (neither agree nor disagree). ***, **, and * denote a statistically significant
difference across groups at the 1%, 5%, and 10% levels, respectively.
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Table 7
Do these statements describe your company's motives for voluntarily communicating financial information?
Chinese US Voluntarily communicating information ... % agree or % disagree or Neutral Average Non-SOEs (% agree or SOEs (% agree or
ranking ranking strongly  strongly rating  strongly agree) strongly agree)
agree disagree

1 1 Promotes a reputation for transparent and 85.99 3.38 1063  1.23*** 86.93 8333
accurate reporting

2 2 Reduces the “information risk” that investors 79.23 3.86 1691  1.09*++ 817 7222
assign to our stock

3 3 Provides important information to investors 74.40 6.76 18.84 0.93*** 7451 74.07
that is not included in mandatory financial
disclosures

4 4 Increases the predictability of our company's 71.50 4.83 2367 087+ 7320 66.67
future prospects

5 5 Attracts more financial analysts to follow 47.83 9.18 4299  0.49*** 4837 46.30
our stock

6 9 Reveals to outsiders the skill level of 42.03 15.46 4251 034 4248 40.74
our managers

7 8 Increase our P/E ratio 36.23 14.98 4879 0.25*** 38.56 29.63

8 7 Increases the overall liquidity of our stock 3430 13.53 5217 0.24**+ 3464 3333

9 10 Reduces our cost of capital 16.91 3043 5266 0.24*** 17.65 14.81**

This table reports unconditional analysis of the responses from the first survey. Respondents were asked to indicate their level of agreement with each
statement on a scale of -2 (strongly disagree) to +2 (strongly agree). Column 1 (2) indicates ranking of responses (Graham et al., 2005). Column 3 shows
survey items. Column 7 reports the average rating, where higher value corresponds to higher agreement among respondents. Average rating is calculated
based on respondents answer with a scale of —2 (strongly disagree), —1 (disagree), 0 (neutral), 1 (agree), and 2 (strongly agree). Column 7 also reports the
results of a t-test of the null hypothesis that each average response is equal to 0 (neither agree nor disagree). ***, **, and * denote a statistically significant
difference across groups at the 1%, 5%, and 10% levels, respectively.
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Limiting voluntary communication of financial information helps.

Chinese US Limiting voluntary communication ... % agree or % disagree or Neutral Average Non-SOEs SOEs (% agree or
ranking ranking strongly  strongly rating (% agree or strongly agree)
agree disagree strongly agree)
1 2 Avoid giving away “company secrets” or otherwise 67.63 725 2512 0.77*** 67.32 68.52
harming our competitive position
2 1 Avoid setting a disclosure precedent that may be 40.10 14.01 4589  0.27*** 3725 48.15
difficult to continue
3 6 Avoid attracting unwanted scrutiny by stockholders 29.95 2271 4734 004 28.10 35.19
and bondholders
4 3 Avoid possible lawsuits if future results don't match 26.57 25.12 4831 -0.02 26.80 25.93
forward-looking disclosures
5 5 Avoid attracting unwanted scrutiny by regulators 21.74 3092 4734 -0.17** 20.92 24.07

This table reports unconditional analysis of the responses from the first survey. Respondents were asked to indicate their level of agreement with each
statement on a scale of —2 (strongly disagree) to +2 (strongly agree). Column 1 (2) indicates ranking of responses (Graham et al., 2005). Column 3 shows
survey items. Column 7 reports the average rating, where higher value corresponds to higher agreement among respondents. Average rating is calculated
based on respondents answer with a scale of —2 (strongly disagree), —1 (disagree), O (neutral), 1 (agree), and 2 (strongly agree). Column 7 also reports the
results of a t-test of the null hypothesis that each average response is equal to 0 (neither agree nor disagree). ***, ** and * denote a statistically significant
difference across groups at the 1%, 5%, and 10% levels, respectively.
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Survey responses related to timing of voluntary disclosure.

Panel A: Based on your company's experience, is good news or bad news released to the public faster?

Bad news faster No difference Good news faster Average rating
% of respondents in China 0.97 86.47 12.56 0.12%%=
% of respondents in U.S. 26.60 52.90 20.50 -0.12
SOEs 1.85 79.63 18.52 017
Non-SOEs 0.65 88.89 10.46 0.10

Panel B: Do the following statements describe your company's motives related to the timing of voluntary disclosures?

Chinese US Motives related to timing of voluntary disclosures ... % agree or % disagree or Neutral Average Non-SOEs SOEs (agree or
ranking ranking strongly  strongly rating  (agree or strongly agree)
agree disagree strongly agree)
1 3 Good news is released faster because bad news 53.57 21.43 25 0.50*%*  47.06 63.64
takes longer to analyze and interpret
2 2 Disclosing bad news faster reduces our risk 46.43 25 28,57 021 41.18 54.55
of potential lawsuits
3 4 Good news is released faster because we try 35.72 32.14 3214 0.11 2353 54.55

to package bad news with other disclosures which
can result in a coordination delay

4 1 Disclosing bad news faster enhances our 28.57 28.57 42.86 0.04 35.29 18.18
reputation for transparent and accurate reporting

Panel A reports the responses to the stated question from the first survey. Column 3 shows percentage of firms that do not differ in timing for good news and
bad news. Column 5 reports the average rating, where higher value corresponds to tendency to disclose good news faster. Average rating is calculated based
on respondents answer with a scale of —1 (bad news faster), 0 (no difference), and 1 (good news faster). Rows 3 and 4 show responses from SOEs and non-
SOEs, respectively. ***, ** and * denote a statistically significant difference across groups at the 1%, 5%, and 10% levels, respectively. Panel B reports un-
conditional analysis of the responses to the stated question from the first survey. Respondents were asked to indicate their level of agreement with each
statement on a scale of —2 (strongly disagree) to +2 (strongly agree). Column 1 (2) indicates ranking of responses (Graham et al., 2005). Column 3 shows
survey items. Column 7 reports the average rating, where higher value corresponds to higher agreement among respondents. Average rating is calculated
based on respondents answer with a scale of —2 (strongly disagree), —1 (disagree), 0 (neutral), 1 (agree), and 2 (strongly agree). Column 7 also reports the
results of a t-test of the null hypothesis that each average response is equal to 0 (neither agree nor disagree). ***, **, and * denote a statistically significant
difference across groups at the 1%, 5%, and 10% levels, respectively.
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