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Table 3 Results for Descriptive Statistics

AE AR HE PRifEE BAME 25%4rfi A 75% 434 PN
Rem 14 054 - 0.003 0. 195 - 0. 683 -0.093 0.011 0. 106 0.516
Dig 14 054 0. 043 0. 054 0 0. 008 0. 024 0. 055 0.275
Diy 13 645 0.217 0.243 0 0 0. 098 0. 448 0.763
EU 12 023 1. 365 1. 241 0.128 0.591 0.992 1. 658 7.293
Siz 14 054 22,245 1.168 20. 008 21.412 22.115 22.941 25.731
Lev 14 054 0. 431 0.202 0. 059 0.270 0.421 0.582 0. 888
Roa 14 054 0. 032 0. 062 -0.278 0.012 0. 032 0. 060 0. 185
Los 14 054 0. 084 0.278 0 0 0 0 1
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Ppe 14 054 0.218 0. 154 0. 002 0. 097 0. 190 0.310 0. 672
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Big 14 054 0.035 0. 184 0 0 0 0 1
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Table 4 Results for Multivariate
Regression Analysis Using OLS Method
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it
A 1 HiRY 2 i3
) -0.177"""  -0.125""
Dig
(-3.027) (-2.332)
5 0. 001 0. 001
‘ (0.114) (0.210)
e 0.110 0.109
(5.012) (5.007)
- 0.409"** —0.407 ***
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(-11.016) (—10.985)
fox -0.013 -0.013
(- 2.747) (-2.798)
i - 0.006 - 0.006
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-0.073"" - 0.075"**
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(-2.566) (-2.473)
. 0.027 0.026
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> 0.024* 0.024*
Sta
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i -0.025 -0.024
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- 0.038 ~0.038
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(-0.697) (-0.700)
0. 004 0. 004
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(0.746) (0.706)
u -0.031 -0.028
4 (-1.278) (-1.171)
il 0. 006 0. 006
(1.567) (1.582)
i - 0.007 - 0.007
( - 1.720) (-1.662)
0.193 0.017*** 0.177
py
W (1.179) (4.537) (1.083)
A | £l £l
PN | el Rkl
F i 15. 826 5.080 15.213
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sy R 0.074 0.004 0.074
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Table 5 Regression Results for Moderating Effects
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A 4 RS
i ~0.023 ~ 0. 004
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Dig+ Div ~0.320
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Table 6 Robust Test Results for Using PSM Method
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Table 7 Robust Test Results for Using
Heckman Two-stage Regression Model
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(-2.263)
5 0. 168
(2.507)

—-0.828"""-0.822""" -0. 815***
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Table 8 Robust Test Results after Controlling Industry Time Trend Effect and Regional Time Trend Effect
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Table 9 Results for Influential Mechanism Test ;
Resource Operating Performance
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Table 10 Results for Influential Mechanism Test ;
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Level of Digital Operation and Real Earnings Management

LUO Jinhui ,WU Yilong
School of Management, Xiamen University, Xiamen 361005, China

Abstract ; In recent years, as the governance system has been continuously improved in the eapital market, managers are found to
increasingly implement real earnings management to manipulate earnings, thereby damaging corporate value, which has inspired
academics and practitioners to pay increasing attention to how to effectively supervise and restrict the implementation of real earn-
ings management by managers. In the digital economy, the rise and application of digital technologies have brought about a series
of corporate organizational management reforms and business model innovations. Digital operation may play a positive internal
governance tole and thus help to alleviate related agency problems.

From a perspective of motivation and ability, this study examines the impact of digital operation on real eamings management
and the underlying mechanisms. We choose Chinese A-share listed firms during the period of 2013-2019 as our research sample,
using textual analysis and machine learning technology to measure the digital operation. Based on this, we use Stata software,
and employ multivariate regression analysis methods including firm-fixed effects model, propensity score matching method and
Heckman two-stage selection model to empirically test the relationship between digital operation and real earnings management.

Our results show that digital operation can significantly restrain corporate real earnings management, that is, firms with
higher digital operation are associated with lower real earnings management. Meanwhile, the positive effect of digital operation on
constraining real earnings management is more pronounced in diversification firms and firms facing uncertain operating environ-
ment for firms. After mechanism testing, we find that digital operation is conducive to improving corporate operating efficiency
and information transparency which restrain the motivation of managers to implement real eamings management and their ability to
manipulate earnings with real activities, thus reducing real eamings management. Further research also shows that digital opera-
tion has no significant impact on accrual earnings management.

Through theoretical analysis and empirical test, the study suggests that digital operation plays a positive internal governance
role through channels of improving corporate operating efficiency and information transparency. This study coniributes to several
streams of literature. First, it provides a new perspective for the research on how to restrain managers from implementing real
earnings management under the new system and new regulatory environment. Second, this study enriches the literature on the
economic consequences of digital operation. Third, the findings also provide a new governance mechanism and meaningful policy
implications particularly for the agency problem induced by the current trend of diversified operation and the uncertain market en-
vironment,

Keywords : digital operation; real earnings management; diversification; environmental uncertainty; resource operating effi-

ciency ; information transparency
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