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Corporate fraud, CPA expertise, and analyst behavior:
Evidence from China
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Abstract

A growing body of studies shows that
economic and political institutions shape a
country’ corporate ownerships, governance,
accounting properties, corporate policies, and
auditors’ function. One important
institutional factor that affects firm and
auditor behavior is the role of government in
business and CAP firms. In the context of
China, this institutional features derived from
government include government ownership,
market failure, and legal failure. Given the
fact that institutional features vary across
provinces or cities, the tendency for
companies or managers to fraud have
attracted a lot attention in recent years.

This project will hand collect data used
to measure institutional features of transition
economy, i.e. government ownership, market
failure, and legal failure, in the context of



China. In addition, this project will explore
the association between the corporate fraud,
corporate  ownership  structure,  and
institutional features of transition economy,
i.e. government ownership, market failure,
and legal failure in the context of China. We
find that (1) Firm are likely to be subject to
fraud when their control stakeholders are
non-state, with higher proportion of
institutional investors, and foreign investors,
and firms who are located in provinces with

more  mature capital market, legal

environment.

Keywords: Firm fraud, institutional
features
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