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Bigl * Down —1.8564""" —2.41357" 0.6007 """ 1.1762°7 0.0009 —0.1551""" —0.0112 0.0312""
(0.0000) (0.0000) (0.0003) (0.0000) (0.6456) (0.0000) (0.1304) (0.0411)
Lev —2.5695""" —2.8818" " 1.2001° " 0.4620 0.0234 —0.0264 —0.0594""" —0.1590"""
(0.0000) (0.0000) (0.0000) (0.1226) (0.5883) (0.6262) (0.0000) (0.0000)
Eps 3.7663""" 4.2580""" 0.9667 """ 0.7146 " 0.1070" 0.1971°" 0.2558""" 0.1855"""
(0.0000) (0.0000) (0.0000) (0.0004) (6.36) (0.0000) (0.0000) (0.0000)
Size 0.2009 """ 0.45137"" —0.24717 —0.1114" 0.0068 —0.0070 —0.0031" 0.0097""
(0.0000) (0.0000) (0.0000) (0.0700) (0.3891) (0.5052) (0.0649) (0.0183)
Industry et il il et 2 il il 2 il
N 8 885 4 231 5590 2526 1401 1084 4 586 1709
Pseudo R 0.3451 0.3775 0.1669 0.1285
Model %* 2 693.2053 1555.1390° 189.8262"" 78.9061°""
Adj. R 0.0373 0.1107 0.3877 0.2834
F statistic 7.037"" 14,487 323.54777 68.54""
P value 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
a4 B
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On the Relationship between Controlling Shareholders
and Dividend Policies Based on Economic Fluctuations:
Evidence from Stock Markets in China

WANG Xi', ZHANG Ming®

(1. School of Accounting » Shanghai University of Finance and Economics ,
Shanghai 200433, China ;2. Research Institute of Accounting and Finance ,
Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: The paper studies the impact of controlling shareholders and
economic fluctuations on the dividend policies of listed companies in China.
The results indicate that the higher stock-holding percentage of the largest
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shareholder is, the more the company will be likely to pay dividends, espe-
cially cash dividends. During the period of economic depression, companies
are less apt to pay dividends. Even if they claim the dividends, they are in-
clined to pay stock dividends. In addition, companies with different owner-
ship have different dividend policies. During the period of economic depres-
sion, non-state owned companies with the higher stock-holding percentage
of the largest shareholder tend to pay less stock dividends but more cash div-
idends, but the state-owned companies does not experience these significant
changes, which indicates that non-state owned firms are more easily influ-
enced by the economic fluctuations.

Key words: controlling shareholder; economic fluctuation; dividend
policy (wHE%% £ W)
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Internal Control, Audit Quality and Agency Cost

YANG De-ming', LIN Bin*, WANG Yan-chao®

(1. School of Business Administration s South China University of Technology s
Guangzhou 510640, China ;2. School of Business s Sun Yat-Sen University s
Guangzhou 510275, China ;3. School of Accountancy ,

Central University of Finance and Economics, Beijing 100081, China)

Abstract: Based on the data of A-share listed companies from 2007 to
2008, the paper studies the effect of internal control on audit quality. It finds
that the improvement of internal control can restrict the agency cost between
large shareholders’ and medium-and-small shareholders, and the one be-
tween managers and shareholders. But the obvious constraint of internal control on
agency cost is available only in the samples (accounting firms belong to non-big 4
samples) with low audit quality. It means that internal control can partial substi-
tute for external audit. The study on the substitution effect of internal control on
external audit extends current relevant researches. With the low audit quality in
China, internal control will function well.

Key words: internal control; agency cost; audit quality
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