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The Effect of Voluntary Audit and Fair Value on Earnings
Management: Empirical Evidence Based on Interim Reporting
of Listed Companies in China from 2006 to 2007

WU Shui-peng, MOU Shao-hong

(School of Management , Xiamen University . Xiamen 361005, China)

Abstract; Based on non-paired samples which include 153 observations with vol-
untary audit and 1910 observations without audit in 2006 and 2007, the paper cor-
rects self-selection bias through Heckman’s two-stage regression and makes studies
on the relationship between voluntary audit and earnings management of listed com-
panies and the effect of fair value on this relationship. The results show that self-se-
lection has significant impacts on earnings management of listed companies. In con-
sideration of self-selection factor, voluntary audit itself doesn’t reduce the earnings
management level of listed companies. Fair value has no effects on earnings manage-
ment of listed companies that are voluntarily audited or not audited.

Key words: voluntary audit; earnings management; fair value; self-selection
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