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Studying on the Earnings Management for
Tax Avoidance Based on Manipulations of
Accruals and Real Activities

LI Zeng-fu.ZHENG You-huan

(School of Economics and Management s South China Normal

University » Guangzhou. 510006, China)

Abstract; In 2007, corporate income tax rates have been adjusted on a
big margin. The paper studies the listed companies’ behavior of earnings
management under the changes of income taxes. The results show that earn-
ings management significantly exists in companies, but the ways vary with
the expected directions of tax rates changes. Companies with the increasing
expectation of tax rates mainly carry out the manipulation of real activities,
and the ones with the decreasing expectation of tax rates mainly carry out
the manipulation of accruals. These results enrich the studies on earnings
management for tax avoidance and provide some reference to tax policy re-
form and government controls.

Key words: income tax reform; earnings management; manipulation
of accruals; manipulation of real activities
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