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Ownership, Corporate Governance and Financial Re-
statement

Huang Zhizhong', Bai Yunxia’, Li Changxin’
1. Business School, Nanjing University; 2. Economics and Management
School, Tongji University; 3. Business School, Shantou University
Abstract Corporate Governance plays a very important role in
modern economy society. Therefore, Chinese Securities Regulatory
Commission (CSRC) urges listed companies to set up governance
mechanisms such as independent Director and Audit Committee to
prevent from financial frauds in 2001. But are these mandatory gov-
ernance mechanisms effective? Previous studies test the effectiveness
of corporate governance mostly by the performance of the company.
However, because of the factors that impact on company performance
are not only manifold but in volute, and many of those are not con-
trollable by the managers, it is not strange that conclusions are not
consistent with each other. This paper uses financial reports restate-
ment to test the effectiveness of corporate governance. Because the
occurring of opportunism accounting errors is directly related to bad
corporate governance, and usually the result of failure corporate gov-
ernance, therefore, it is an important and feasible way to research the
effectiveness of corporate governance via the restatement of financial
report. In this paper we investigate associations between accounting
restatements and corporate governance via a sample of 1147 listed-
companies during the period of 2002-2006, which includes 880 an-
nual accounting restatements from 465 companies. The restatements
are caused by performance relative accounting errors. We find that
accounting misstatements relative with performance are prevented by
strong internal governance, such as the boards owned more outside
directors and an audit committee that should oversee the accounting
and financial reporting process on behalf of shareholders; and outside
governance, such as a big private stockholders and a strong outside
auditor from the 4 biggest international accounting companies. But
after using paired sample, the testing results show that the effect of
audit committee on governing accounting errors is endogenous, that
is, it depends on the effectiveness of other corporate governance. We
also find that the firms controlled directly by government or state
owned enterprises (SOE) are more likely to occur accounting errors
related with earnings, this may be the result of absence of ownership.
Because the principle-agent relationship is more complex in firms
controlled by SOE, managers are easier out of control, leading to
more reporting errors. Robust tests show that the probability of occur-
ring financial restatements with clear motivation like avoiding losses,
avoiding special treatment (ST) or particular transfer treatment (PT),
and "big bath" in SOE controlled firms is not bigger than that in other
listed firms. Anymore, in order to improve the quality of financial
information, reducing managers’ opportunistic behaviors, it is needed
for the listed firms controlled by government or SOE to establish ef-
fective corporate governance by forced enforcement.
Key Words Ownership Structure; Corporate Governance; Finan-

cial Restatement
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An Empirical Study of Team Conflict, Conflict Manage-
ment and Performance

Chen Xiaohong, Zhao Ke

Business School, Central South University

Abstract With the acceleration of the integration process of
global economy, organizations are confronted with a more
complicated and ever-changing environment. As the core of the
organization, the team is still facing many problems. One of
the most important problems is the conflict and coordination of
the organization. Conflict has been seen as an important team
interaction variable in organization research. The former stud-
ies usually concerned about the conflict itself, and neglected the
conflict management; it does not obey the Contingency Manage-
ment Theory which figures that conflict management must be
taken into account to exert the positive utility of conflict. This
study is for team level analysis, so individual measurement of
team members should be aggregated to team level measurements.
In this study, two indicators, RWG and ICC are used to examine
whether the various team variables converge to the same situa-
tion which determines whether the individual measurement is
suitable for team measurements. With a sample of 76 teams, this
study examines the relationship among team conflict, conflict
management and performance. We found that the interaction of
conflict management and conflict has significantly impact on
team performance. Competing conflict management behavior
always leads to more relationship conflict, which in turn lead to
lower team performance; avoiding conflict management behavior
was negatively related to relationship conflict;. We also found
that task conflict was positively related to team performance.
Our findings appear to contribute to benefit of task conflict
without the costs of relationship conflict. Through the results
comparison of the models, we believe that it is necessary for en-
terprise managers to cultivate cooperative team norms as soon
as possible, to prevent negative conflict management behavior.
Future researches should take into account other group norma-
tive factors, such as trust, openness, reciprocity, loyalty, which
will help to make a better understand of the mechanisms through
which the conflict impact performance.
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