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Abstract

This research aims to investigate the effect of auditing on real earnings
management by focusing on the size of audit firms vis-a-vis abnormally low discretionary
expenses. The data were collected from financial reports of Thai listed companies in SET
from 2014 — 2017 and the quantitative technique, viz, regression analysis was applied for
hypothesis testing. The findings indicate that the abnormally discretionary expenses are
less in firms audited by Big 4. The findings are in line with the argument proposed in the
literature, in which big audit firms provide high audit quality due to their reputation and
expertise. Therefore, this type of audit firm is likely to reduce earnings management
motivation. However, the additional analysis did not find any significant links between big
audit firms and sale manipulation or production manipulation, the alternative proxies of
real earnings manipulation. This implies that the same set of governance cannot curb all
choices of real earnings management. Therefore, the findings in this research are crucial
and might be of interest to regulators. It can be implemented as essential information to

help them designing proper governance for individual choices of earnings management.
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5. HAN15I8
1. NANNSBHASIEAEDALTINTTUUN

M13199 2 uaneseaziBeavestayaitldlunmaifennmsiieseilagadfidanssan
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U a

wuihALedsvesuarNLiaUnAvesTnsAldaenugasidavesiuims (RM) dudnidu
Sovay 3 veduningsin & Juiunevesions Felirrganinanuidsluefia (Bumrungyat &
Sutthachai, 2016) Wienaiosnainteszesnaiviimsanetuunneedu Turneivseman
‘1/13LﬁauﬁaaﬂuﬂzjuéhasiNﬁmﬂﬂi’fﬁmiaauﬁgﬁmﬂ Big 4 snnnindinnuadeutiyisu Govas
59.81) adulunuiiaamnedeninuisnaansdouiuldsuanuaulananssur ez
nsgeudaforadusnvilstadeiiannsateairsnnuideiuld venanianadevesdadaunis
fovfuvesiiieuselug) (CONTROL) Faumuusaunuilringu 27% agvieuliiiulassaing
ﬂ’liﬁaﬁuLLUUﬂixﬁ;ﬂﬁ’ﬂuUi%L‘V]ﬂi‘wEJ(5]’11J‘17‘1I“Ui’mglu’ﬁiMﬂﬁiMWNﬂJiy,% (Connelly et al,, 2012)
Aadsvosnuidsamisniaiu OA) fanuiatu 0.41 wandliifuiiuidvlungudegreii
Tassadranamsiuiiduniuasyudddiiionsdamauninddlndifestu nantsduiunulu
afin (LagROE) fidadeduuinaseuliiiuinusslasdndnginailsannisdudunuuag
fAnadsvesdnsnisiuln (GROWTH) duuan (0.22) avveulhiiuinusvnlaedlng/dud
Sanmsdulavessenneiiutu luvaeiidiedsvemoni3fiusssumnavessenis (Log REV)
fldmvuwpianisiiaity 14,56 wanslidiuinguietrsduduiansiifvuelngfoesans
Tnenasfidusuuduuinndt 10,000,000 UM

M15197 2 M15LERIARAY @A UUNINTEIU WAZAIALDVDIRILUINANY

du
Awade | deauvu | Wesdulng 25 | Weddulnd 75 AT (%)
UINTFIY
RM -0.03 1.07 -0.34 0.45 Big 4 59.81
CONTROL 0.27 0.21 0.10 0.38 Non-Big 4 40.19
DA 0.41 0.19 0.26 0.59
Lag ROE 0.06 0.17 0.01 0.12
GROWTH 0.22 0.40 0.05 0.23
Log REV 14.56 1.73 13.47 15.51

2. MTAATIZAANEUNUS

A15197 3 uanInanisiAsIsvideyaninaddanduiusuuuiiesdy (Pearson
Correlation) @ s§uUszani vosanduiusfunansanuduiusseninsiusaesia dufunis
3mﬁxﬁawé’uﬁuéﬁqQﬂiﬂuLﬁyaqéfuL'ﬁami’;a]aauﬂzgmmmé’uﬂ’uﬁ‘ﬁ’madﬁwdwﬁaLL‘Ui%aixﬁa
ﬁlﬁ‘ﬁmﬁlu’i’] Multicollinearity (Achleitner et al., 2014; Lemma et al., 2018) ﬁgdﬁyﬂ’mﬂ’li
finsandulszdvsavduiussevinduusdassnuibifduuselafifanuduiusgaiu 0.80
(Hair et al., 2006) ﬁqﬁuﬁﬂmmsaaqmulﬁﬂﬂaiﬁﬂiym Multicollinearity fionavilsAntaywily
nsiesginnInnnosnva il enadoualAgu uenanduussAvs anduiusseninans
mﬂLwiaﬁwlishuiwmié’w%aLLam‘mmsuaaﬁﬂﬁmmaauﬁzﬁ%ﬁﬁudﬁaLLiJiﬁgaaaqﬁmmé’uﬁuﬁ‘



Mludsaudsluleosduaivayuannfigiunsideluadsl sglsifdudszansanduiudszning
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A15199 3 NFAATITRANFUNUS

Variables (1) (2) (3) (4) (5) (6) (7
(1) RM 1.000
(2) AUD_SIZE -0.041*  1.000
(0.043)
(3) CONTROL 0.071* 0.110* 1.000
(0.003)  (0.000)
(4) DA -0.073*  0.058* -0.055*  1.000
(0.000)  (0.004)  (0.019)
(5) Lag ROE 0.002 0.097* 0.048 -0.110*  1.000
(0.945)  (0.000)  (0.058)  (0.000)
(6) GROWTH -0.083*  -0.019 -0.019 0.106* -0.045*  1.000
(0.000) (0.348)  (0.414)  (0.000)  (0.045)
(7) Log_REV -0.029 0.327* -0.041 0.323% 0.146% -0.280*  1.000

(0.148)  (0.000)  (0.078)  (0.000)  (0.000)  (0.000)

* shows significance at the .05 level
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wan1ideiaonadosiunantsideves Alhadab & Clacher (2018) fiwuinAanisiivh PO &sld
Usmsaeudaydann Big 4 sziummiiaunivessesenunasidavesuimsaninianisou
flailaldusnisaeutaydann Big 41Jaﬂa1ﬂﬁhawuﬁmvﬁni%qauiuwdwqmuwmmaﬂﬁwﬂhﬂwuaauiﬁu%
uavivaﬂaﬂmwmﬂﬂmeQﬁwaaﬂamﬂumaawu%maqwu5wq5uﬂ51ﬂg1urwode 1 73 Model 4 auiil
senulumsned 4 Ssagtouliifuinamsideilifaruseulmdesuuutlassaiisvesauns
filunismagou edslsfiraziiuldi Model 4 dudulimaiifienumnzaniigadesainiinig
ﬂQU@uéhwﬂnﬂawwxmaqﬂéﬂgﬁﬁﬂﬂﬂiiuuaxﬁauaaﬂﬁﬁWﬂWiﬁﬂwﬂ(Unobsen@dlndusﬁy-—Year
Effects) dnwaziameiliondunalfindriensdsmanszsnusonisanusisilstinusonisinads
TuuiazanaMnNITUVTaUAAEYII87

uamIfessdlmiuindnaunsiiovuveiierfumelngsusunil (CONTROL) Fafu
wilslufuusmuguilauduiudidsuinegiifoddydaiAtussfuanuiaUnfivessenis
AldIgnugasiiavesiuims uiinnwideluednlagdiulg asnuaiuduiusidauus
nuiATewmaiulinaruvesmmnuseilstusenisue nskas wazAliIenunaeitiaves
HU3113 (Achleitner et al,, 2014) vi3alaNzN1SANLAIATLIHILSIBNITVIE (Kim et al,, 2017) @
o1 linan1sitounndsarnmsidgluadedldnnesuuuunsmnusisiilsiumenisdasdy
uﬁaz?ﬁﬁﬂﬁamaﬂizmuﬁaﬁaﬂﬂiuMﬂﬁwqﬁu(CohenetaL,ZOOS;Zang,ZOlZ)Iuﬁﬁﬁﬂﬁam
Aldingmunasfidavesuimsiinnifuunfardmarilifanisimlafuduldlunaiag
warlursifrufifiunszuaiuanavsannisdidusuie fuudadulldigderuselng
o1aldUstlomiannisnnuasinlsdae i dmneiivatlsuasnssnaiuaniiannsouilugnis
FneRutunald vaiRedtuauaunsalunsaulanresiants (GROWTH) fmnuduiusideay
fusefumRnUnAvesensalidenugasidevesiuimsteazvieuliidiuinAansidsns
nsiivlngsesiisziunuinundvessensdnaimdadulunusidelusin (Goh et al,
2013) \ilesnnguivnslufamsiiimsidulngeenslifimudnduisdesudmsrils

A15190 4 AT LERINAANUANNUSTEIINVUNIARIETnuds TR TRAaENSAALAIALSHY

S18ATAD39
Dependent Variable
Model 1 | Model 2 | Model 3 | Model 4
VARIABLES RM RM RM RM
AUD_SIZE (Hy) -0.009** | -0.010* -0.015** | -0.014**
(-2.030) | (-1.807) (-2.390) | (-2.341)
CONTROL 0.037%** 0.033** 0.030%*
(2.826) (2.533) (2.266)
DA -0.002 -0.013 -0.014
(-0.137) (-0.823) (-0.837)
Lag ROE -0.009 -0.006 -0.003
(-0.503) (-0.319) (-0.188)
GROWTH -0.031%** | -0.031*** | -0.030***
(-4.225) (-4.201) (-4.038)




A1519% 4 (7p)

Dependent Variable
Model 1 Model 2 Model 3 Model 4
VARIABLES RM RM RM RM
AUD_SIZE (Hy) -0.009** -0.010* -0.015** -0.014**
(-2.030) (-1.807) (-2.390) (-2.341)
Log REV -0.002 -0.003 -0.002
(-1.270) (-1.303) (-1.103)
Constant 0.001 0.036 0.050 0.034
(0.439) (1.373) (1.469) (0.986)
The highest VIF 1.00 1.53 1.76 1.77
Industry Dummies No No Yes Yes
Year Dummies No No No Yes
Observations 2,468 1,524 1,524 1,524
Adjusted R-squared 0.001 0.017 0.021 0.024

t-statistics in parentheses
** p<0.01, ** p<0.05, * p<0.1 (Two-tailed)

4. MIneER LAY

M51971 5 MeNuRaNIIIAFeuiuANloaTuayuranTITendnfinesnlunsed 4
v30019138n3n0819ieIN19¥ Robustness Check TnsfimaifiufuusauauiAeafuszduns
wdadunelugnanvnssudeinanduuuisviiddugsiaegluudazgmamnssu (NUM_IND)
dnlUlulumaaunisanaes waiidewnanmuidsluefianuinnsanudailsiiusenisiese
fudmamnlianendedunmssidunuininniudemnmstadouulounelunssiiuny
FaviefigaudafinanssnuiBaaudoanuaansalunisduiugsivesianisiueuian (Vorst,
2016) LLasﬁﬂﬁﬁawmﬁﬁ]msﬁwLﬁuqiﬁﬂiuqmawwﬂiimﬁﬁﬂmlfzjﬁugqﬁuﬁﬂﬁmﬂmzﬁmﬁﬂu
mﬂ%’mwnLLmrﬁ’ﬁlﬂugULLwﬂf(Lemma et al, 2018) HaNTIToNUINANGUUSEANE NSanneE
23 uUs NUM_IND lup15199 5 fanfuauuslaifitfoddgmisadfdeagiouliifiuiiguu
vjLLsdqﬁagﬂuqm'mmmLﬁmﬁ’uﬁ?uiﬂé’ﬁmamwwiaﬁs@fum’mﬁmﬂﬂﬁﬁumﬁwElmwiﬂ%'ﬁiwmu
Aaeidy egdlsifanuduiusidaaussninuiavesdinmuasulyduazszauaudaund
Yoe31enNsAlEInenunaeRiadnsng (B = -0.010, p<0.10) wiilaswainadunalunis
nadevIzUAsunUasly dasumsasunsnaaeuauufgiuiisenulumsed 4 Felidannu
saulmdomudanvadlassasilumalunismagdey

nudtTeddildhnmegeudaiulagldsedunisanudsiaaeilsdiusenisee
(Sales Manipulation) wa#n15x4& # (Production Manipulation) 4 ¢4 ugduuuniaaen
(Alternative Proxies) Tunsanusernlsusnenisdasaiiovinisaaeuisiiuitvuiaves
drtinnuasutydiuaninanussgdlalunimnudsiilsinunenisdaidunnsluuunield
namsAdedsiiusTngluaed 6 FWidiuisedunmsanuesilskuseniseuaznisuanlil
anuuanaaiulufan1sAsuusnisaeusydan Big 4 wardinauaeusydduilily Big 4
mamﬁ%’aﬁasﬁauuaxaﬁuaquumﬁmﬁ"hmwmLLmﬁﬂimui’lSﬂﬁié”m?ﬂul,wiazgﬂl,l,uugﬂ
Usggnaldunnssiuiileannnolianeaudeaznansenudefamsensiusaznalnnisiiu



Auakvuiigdealdiiiganefazlesiunisanudeilsniusienisa1asalananun (Alhadab &
Clacher, 2018; Cohen et al., 2008; Zang, 2012) Tundauinvesdrinaiuasuigiuuluiinase
FEAUNTINNSALINIUTIINSNEUAENSHEAR Teyailiianudidyetsdaiemiisnumiugua

M9 5 A1SNLERINaALENTUSTEIsIUInYesdtinude Uy Taz N sANLASAlINY

SI9A15A1939 (WNLLRL)

Dependent Variable

VARIABLES Model 1
RM
AUD_ SIZE -0.010*
(-1.736)
CONTROL 0.033**
(2.522)
DA -0.002
(-0.138)
Lag ROE -0.006
(-0.365)
GROWTH -0.030%**
(-4.075)
Log REV -0.002
(-1.170)
NUM_IND® -0.000
(-0.825)
Constant 0.027
(0.942)
The Highest VIF 1.57
Industry Dummies No
Year Dummies Yes
Observations 1,524
Adjusted R-squared 0.019

t-statistics in parentheses
*** p<0.01, ** p<0.05, * p<0.1 (Two-tailed)
? fhuusmuauillidgnlalu Regression Models Usinglumsnait 4 ilosanlinueuduiuseesiided @y saifuaregression

Aao

Model #ififauus NUM_IND tulen Adjusted R-squared fias



A3 6 MTNLERINAANLENRUSTENINIUIRYEsETNUAD U TLa MIRNUASATLIHIY
FIUNITVIGUALNITHEN

Dependent Variable
VARIABLES Sales Manipulation | Production Manipulation
Model 1 Model 2
AUD_SIZE 0.004 -0.002
(0.722) (-0.306)
CONTROL -0.027%* -0.013
(-2.058) (-0.792)
DA 0.135*** 0.086***
(8.251) (4.373)
Lag ROE -0.194%** -0.227%**
(-11.074) (-10.810)
GROWTH 0.013* 0.034***
(1.734) (3.717)
Log REV -0.004** 0.001
(-2.102) (0.215)
Constant 0.018 -0.044
(0.527) (-1.068)
The Highest VIF 1.76 1.77
Industries Dummies Yes Yes
Industries Dummies Yes Yes
Observations 1,537 1,532
Adjusted R-squared 0.147 0.107

t-statistics in parentheses

** p<0.01, ** p<0.05, * p<0.1 (Two-tailed)

6. d3UuarafiuseNanIsIeY
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anﬂqummﬁﬁ]mﬂumﬁw%miaauﬁ@%mﬂﬁ’lﬁmmaauﬂ'zy%éuumslmﬁﬁ%aLﬁaﬂuizﬁﬂaﬂﬁy’u
Hwanwsdlaveaiuimslunmsanusdaiilsiusensaldienunaefitials faudinanside
difnagldnuanuduiusseninuevesdtihnuaeutyTwaynsanusaiilsiiusienisene
wazmsHAngafainismsAnwfinislueunaninguuuumsmiugualadfiasseiduguanis
pnussilsluaesguuuudnald nansidelundsiifuvsslovidomisauiiuguaiie
farsannalnnismiuguanisanuaaiilssiiusenisiaswiely



7. daisuauu
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Tunsfinwienaiifesidadaiunuisslueuanoiafinnsanesnuuunisidelngldinaiaie
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