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ABSTRACT

Two alternative views exist for the related party transactions, a conflict of interest
view and an efficient transaction view. This study argues that both views do not always
yield mutually exclusive conclusions. In this study, we attempt to disentangle the two
contrasting views and predict that the association between related party transactions and
firm performance is conditional on the moderating effect of auditor industry
specialization. Empirical results reveal a negative relationship between related party
transactions and firm performance, and a positive moderating effect of auditor industry
specialization. This indicates that auditor industry specialization transfers the view of
related party transactions from the conflict of interest to the efficient transaction. Thus,
auditor industry specialization plays a moderating role in related party transactions. This
study offers an explanation to the debate about the competing theoretical perspectives

and the mixed prior empirical evidences of related party transactions.

Keywords: Related Party Transactions, Auditor Industry Specialization, Operating
Performance
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A1 B R HL Y

Panel A: 54 2 F{JE': 53 "ﬂJ n %
2003 510 15.63
2004 522 16.00
2005 535 16.40
2006 547 16.76
2007 568 17.41
2008 581 17.80
T 3,263 100.00

Panel B: #5274 2% il & o0 7)) n %
ey 36 1.10
A 87 2.67
LISkE: 108 3.31
5 206 6.31
FEH 145 4.44
?:TL%EI 54 1.65
%Hﬁ 24 0.74
s 24 0.74
S 97 2.97
Vs 30 0.92
il 29 0.89
e 135 4.14
e s 96 2.94
(1B 42 1.29
Fres 45 1.38
E 178 5.45
[ 2 92 2.82
2 42 1.29
I 36 1.10

o E 288 8.83
R Rkt 314 9.62
* 269 8.24

B
pui(

A
K
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7 1
S AR 180 5.52
R 134 4.11
Gnakiiei] 50 1.53
H 158 4.84
AE 3,263 100.00
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* 3 BRA RV

Panel A : %4 F{J?J E'@«EJEE;%H M Bh (n=3,263)

RPT > 0 (n = 3,109) RPT =0 (n = 154)
Variable Mean Median Mean Median Mean diff. Median diff.
ROA 6.527 6.170 5.114 5.160 1.216 1.497
SIZE 6.851 6.755 6.465 6.551 11.496* 7.971%
LEVE 37.950 37.670 35.208 33.620 1.719° 2.945%
RD 2.558 1.300 2.494 0.000 0.136 5.624F
M-TO-B 1.570 1.260 1.928 1.205 -2.651* 1.309
IBS 0.121 0.000 0.110 0.000 0.883 1.508
DUALITY 0.282 0.000 0.351 0.000 -1.740" -1.839"
BH 20.849 17.710 19.096 16.480 2.1527 0.659
INSTI 40.189 37.640 44.771 43.070 -2.297" -2.128"
COMPEN 0.958 0.570 0.664 0.000 1.477 2.722%
Panel B @ I') T éfli E71% * 35948 | %@Fﬁiﬁlﬁi@ﬁ%@f % (n=3,263)

SPEC =1 (n = 1,206) SPEC =0 (n = 2,057)
Variable Mean Median Mean Median Mean diff. Median diff.
ROA 7.087 6.690 6.092 5.970 2.783% 2.046"
SIZE 6.932 6.793 6.774 6.713 7.340* 5.387%
LEVE 38.299 38.045 37.541 37.000 1.268 1.150
RD 2.366 0.875 2.667 1.480 -2.116" -3.592¢
M-TO-B 1.683 1.340 1.530 1.220 3.433¢ 2.910*
IBS 0.113 0.000 0.125 0.000 -2.2257 -2.099"
DUALITY 0.287 0.000 0.284 0.000 0.153 0.153
BH 21.567 17.370 20.297 17.670 2.5297 -0.248
INSTI 44.979 42.980 37.724 35.110 8.659* 8.108*
COMPEN 0.872 0.370 0.987 0.640 -1.306 -1.544
Panel C = I'J T %% Filly ) H Bkl FLAERO & %ETJ’ % (n=3,263)

SPEC =1 (n = 1,366) SPEC =0 (n = 1,897)
Variable Mean Median Mean Median Mean diff. Median diff.
ROA 6.761 6.020 6.243 6.190 1.478 -0.411
SIZE 6.843 6.762 6.825 6.727 0.950 1.422
LEVE 37.215 36.960 38.257 37.860 -1.783" -2.050°
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A3
RD 2.467 0.950 2.619 1.380 -1.091 -3.630°
M-TO-B 1.572 1.250 1.597 1.270 -0.602 -1.511
IBS 0.113 0.000 0.126 0.000 -2.515 -2.768"
DUALITY 0.228 0.000 0.327 0.000 -6.337* -6.187*
BH 21.751 18.080 20.057 17.370 3.537 1.372
INSTI 43.693 43.025 38.038 34.140 6.984 6.773*
COMPEN 0.922 0.590 0.961 0.540 -0.446 0.323
STl HIJ A AR 2RI IR CRlrE B o BGE ¢ (Wilcoxon) S8t
o 10~ 0.05 ~ 0.01 [FUEHH, ~<¥

b. @Ryt
ROA = %t % ﬁ Jﬁlﬂj/j Py e
SIZE = v ARV RS
LEVE = {1 i85y & s
RD = T4 AR /T 2 g
M-TO-B = & i == 1;!3 [’rg[
IBS = R By OB e SO N By 2 B O B S Y N B
DUALITY = B H1 =4 |",—T\ml,§\:£lt 1> 7\ HITES 0
BH = Z i
INSTI = ¥ * Fﬁqw:gx
COMPEN = il (R i Fl| ==k

A4 ERASAIEKGE B YR BPUE (ROA) [0 97HE 6.460 - [117 5rtS 6.140
’ [ QEAE T RIS 2 RIRS AR ST HE T o BER e BB

jéuﬂ&j I,F'TE Wl ek (RPSales) 97T ISEFES 0.175 - Y2 G, 0.228 5 [
(7 *SEETS 4 RS 4 Fo3 (RPPurch) {9 F9HG 0.218 - f735E £ 0.340 « #5]
WG 2RI (SIZE) [T B 6.832 0 ARYEE 4T 0.562 5 Fifffit=% (LEVE)
97T B9GEET 37.821 0 FEEE 1T 16,479 ¢ PIELYYR [k (RD) 97 $95HG 2.555 » fevs
28 3.922 ¢ RS E (M-TO-B) 197 $55rEh 1.587 » W3 8% 1166 W By
(IBS) fu7 I4gH 0.121 > f23E 1% 0.155 ¢ #1012 4T (£ 75SE (DUALITY) [
IR 0.285 » ARHE KT 0.452 5 T IEEd (BH) pu 1904 20.766 » £ 1
13.040 3 3 * $§t=s (INSTI) 97 I9g(H 40.405 » G125 £ 22.629 5 F 'S (
COMPEN) {197 ISUEL 0.944 - RS 13 2419 - i @il - 1] ' jsqw 9
& thf?ﬁ%%ﬁi?@gﬁ@iﬁf% (SPEC_S) fy~T F4gyts 0.370 » A81YE20 67, 0.483 5 rﬁl
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% 4 B B

(=ane Mean STD Min 1*Q Median 3" Q Max
ROA 6.460 9.870 -105.770 1.900 6.140 11.320 48.890
RPSales 0.175 0.228 0.000 0.011 0.073 0.257 1.061
RPPurch 0.218 0.340 0.000 0.004 0.079 0.329 10.000
SIZE 6.832 0.562 5.466 6.450 6.739 7.098 8.812
LEVE 37.821 16.479 1.460 25.800 37.380 48.620 97.020
RD 2.555 3.922 0.000 0.000 1.220 3.300 51.720
M-TO-B 1.587 1.166 0.100 0.840 1.260 1.950 10.960
IBS 0.121 0.155 0.000 0.000 0.000 0.250 0.750
DUALITY 0.285 0.452 0.000 0.000 0.000 1.000 1.000
BH 20.766 13.040 0.000 11.250 17.620 26.560 87.830
INSTI 40.405 22.629 0.270 21.640 37.810 56.810 99.990
COMPEN 0.944 2.419 -13.740 0.000 0.550 1.550 118.490
SPEC S 0.370 0.483 0.000 0.000 0.000 1.000 1.000
SPEC C 0.419 0.493 0.000 0.000 0.000 1.000 1.000

a. gt

ROA = Fis [AFS A/ 7% A de
RPSales = Ej%l' o RN s SRR
RPPurch = Ef%ff" YEETRY B RS 4

SIZE = % eV P IREEr

LEVE = £ e/ <y ik e

RD = gt R 7 e

M-TO-B = 'fs iy =Ty /351 i

IBS = R By s EJ N RE

DUALITY = 8y 24T AR ED 1 PyHIES 0
BH = Frajiffet=s
INSTI = k}‘ajtqgﬂigx

COMPEN = Ly ,,ﬁ;ﬁ g;ur——}

SPEC_S = I'] TEli €717 e | £l ikt FLAY

% > SPEC S th 1> F\[ EI[J

SPEC C = T] Fg\[m’gﬂgh £, R

% > SPEC C £} 1> F Il £

Q..-’\

T e o S

Hiw g My M g

HEFEE LB L Y

0
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DA J’@ﬁu@@igﬁ (SPEC_C) 97 155y) 0.419 » IS 1T, 0.493 o

%< 5 1} Pearson ﬁ‘%%l’h"%ﬁﬁﬁﬁl CELRYF PR (ROA) Eﬁ‘z’ﬁ&fﬁﬁi fifi = ( M-TO-
B) ﬁwﬁ'ﬁﬁll%ﬂiﬁ. (0.575) V9t > H @%ﬁ%wﬁlfwl B RS T A 0.5 A
ﬁjﬁ TP o B P g = HWE‘%?EU Al VA B g 42N < ( Variance Inflation
Factor » VIF ) » 8§ 2 U 2 ﬂ»%*gﬁ@g@a VIF (i ] 50 10 » o B¢ i@y ¢
H 1g,\]'j: I ’L %_” o

MLt SR R

Y PR R G BRL S RIS FRASE S A

A @i%ﬁi%@@%& ’ ’Iﬁﬁjﬁ%ll' " E‘L@Eﬁai’ﬂéz R b 9 (2] ,%F

FIJFLJ SR S IR - WAk 60 Fk b Ry
201 EAE L

F,[j_ s 1 F\%F{j LI 3 yH4E | E R gﬁ@uﬁiﬁ;ﬁgﬁ (SPEC S) Viplgshp » &
Adjusted-R2 5% 49.0% * F {fi £} 70.642 > S 1%[UHF ¥ o %%l,.\ S AR 0 wY
EHFPF (ROA) ?rﬁ%[.’ MEIETIE T (RPSales) fY[FRrEE-1.804 (t fifi= -2.426) =2
F*T%JPF M iE 54 (RPPurch) [UREYES 0.212 (t fifi= 0.457) > K} [ﬁ%ﬁ SEETE T (
RPSales ) 3 B -f<¥ > B Fﬁ%[' S PR STE ,ﬁlrﬁg » PERSHEAL o % ¥
%J*%ﬁ'@%ﬂjp » gﬁ%%?"} (ROA) tﬁ'@%%%ﬁi (SPEC_S) [V {#rts-0.170 (t ffi=-
0.462) » = & ¥ ¥ Jlattﬁf’“ FAR IS l%ﬁiﬁj% b Fe (BN R YR P (
ROA) bféjgl,r ~ é“i{f*tﬁf’@i’%ﬁ % =2 (RPSales*SPEC_S) [9{# 5L 1.704 (
t [}ﬁ— 1.477) > tﬁjal,l EER AR Y Jlat % ##2Fi (RPPurch*SPEC_S) [ {75

%-0.155 (t ffi =-0.196 ) » H H'Fj‘%ll & g“qsﬂ fﬁﬂ@;iﬁaﬁa U (
RPSales*SPEC_S ) 3 8 -<¥& » g F,i]%ﬁ 7 gﬁﬂ@;ﬁ;;fa; D I (R SRR
s L—' gﬁ}%r%\l (== Eﬁﬁﬁ'if

ﬁﬁﬂﬁ'@\f“ﬁpl v B (ROA) =2 % FlHASL (SIZE) [Y 7L 2.103 (t fifi=

7.625)  F {1 il (LEVE) [i9(75r#5-0.202 (t ffi= -23.734) » g s 7 [Pk (
RD) [V iFE1E-0.349 (t ffi= -8.749) » ==AEENA S (M-TO-B) [V {FErtE 4.513 (t
fli= 35.218) » TR FifiF (IBS) YRS 8.429 (¢t fifi= 9.112) » T & Hy = AT [~ 55
' (DUALITY ) [V g(15-0.763 (t ffi= -2.673)  TE i Fjibt=s (BH) iy |'{§b(§w
0.010 (t ffi= -0.888) ==k * ==k (INSTI) [ [FEEL 0.019 (t ffi= 2.469) > =2

EifE "5y (COMPEN) fYTHyHE 0.221 (t ffi= 4.207) » 8= 2 AL ~ Jfihis il 2=
JEJ* ORI Fﬁﬁgz“*ﬁ* s BN ETERE E?%E&”fﬁv‘rﬁ'ﬁf;& i a R

S AR SRS AR T T -



A5 A R

ROA  RPSales RPPurch SIZE ~LEVE  RD  M-TO-B  IBS DUALITY BH  INSTI COMPEN SPEC S
RPSales 0.018
RPPurch  0.027  0.098*
SIZE 0.106°  0.111*  0.031"
LEVE -0.324*  -0.096*  0.015  0.128*
RD 0.017  0.157%  -0.013  -0.140* -0.257*
M-TO-B  0.575%  0.021 0.045"  0.027 -0.096" 0.180°
IBS 0.246*  0.047°  0.084*  -0.121* -0.068" 0.208"  0.265*
DUALITY -0.086*  0.019 -0.017  -0.125%  -0.004 0.046* -0.041"  0.007
BH 0.084*  0.096*  0.034" -0.018 -0.002 -0.071° 0.057°  0.068"  -0.132F
INSTI 0.252%  0.1128  0.041"  0436" -0.034" -0.119* 0260 0011  -0.159*  0.381*
COMPEN  0.099*  -0.005  -0.013 -0.055* -0.062* -0.016 0.052% 0.038"  -0.020  0.000 -0.045*
SPEC S  0.049*  0.003 0.003  0.136*  0.022 -0.037"  0.063* -0.038"  0.003  0.047" 0.155%  -0.023
SPEC C  0.026  0.003  -0.042"  0.016 -0.031" -0.019 -0.011 -0.044" -0.108"  0.064* 0.123*  -0.008 0.442}

a.’
b.

TSI £0.10 ~ 0.05 ~ 0.01 VR v (S gt ) o
gy LA FR flAA o
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F 6 AZFRRES R E e P R fat LSRR
P T ol €71 7 S I} Th A wg\’q
FL BB FL RSV R % F BB LRV
Ll (R EH e t 1;!1’1 7 B t [EI
Intercept a, ? -6.825* -3.497 -7.184* -3.682
RPSales B, - -1.804% -2.426 -1.813% -2.357
RPPurch B, - 0.212 0.457 0.265 0.437
SIZE yia + 2.103% 7.625 2.124% 7.692
LEVE B, - -0.202* -23.734 -0.201% -23.594
RD B - -0.349* -8.749 -0.353% -8.849
M-TO-B B + 4.513% 35.218 4.520° 35.297
IBS 5, + 8.429* 9.112 8.407* 9.104
DUALITY A - -0.763* -2.673 -0.730* -2.542
BH By ? -0.010 -0.888 -0.009 -0.849
INSTI Bio + 0.019* 2.469 0.018* 2.344
COMPEN B + 0.221* 4.207 0.223* 4.238
SPEC B, ? -0.170 -0.462 0.180 0.506
RPSales*SPEC B + 1.704 1.477 1.526 1.357
RPPurch*SPEC Bia + -0.155 -0.196 -0.213 -0.279
Year yes yes
Industry yes yes
N 3,263 3,263
Adjusted R? 0.490 0.490
F-test 70.642* 70.728*
ROA, = o, + B RPSales, + B,RPPurch, + B,SIZE, + B,LEVE, + B.RD, + M —TO - B,
+ B,IBS, + B, DUALITY, + B,BH,, + B, INSTI,, + 3, COMPEN, + ,BIZSPEC”

+ B (RPSales, * SPEC,) + f3,,(RPPurch, * SPEC,) + yz: 1 ;/yYEARy” . ,—Ef JIND,, + ¢,

551 50,10 ~ 0.05 ~ 0.01[ R, < -

a.
b. ﬁ@@r@y%rw SJEXE
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FI# T h & 8 ﬁ@rﬁ'gm@s@;ygﬁg (SPEC_C) I iliad - A
Adjusted-R2 5% 49.0% - F fili 5% 70.728 » 3£ 1%[UIH ¥ o BT~ 4 p@gert o
SR P (ROA) FRILT ~ 5 €70 (RPSales) [UfTHIHE-1.813 (¢ fi= -2.357)
» SERE T S SEETHS A (RPPurch) fYTEFES 0.265 (t fifi= 0.437) » i H[%gm -6
&7 (RPSales) A ¥ » B %glf N PR Flﬁ[ﬁf,{ P
o % H J!%U%“Eiirhpl ) aé%ﬁv?”} (ROA)@@;%(;J:%& (SPEC_C) fY[FHyES 0.180
(t ffi=0.506) - 2= % % ¢ J; TR T?ﬁlrﬁ% o B IR Tk
3 (ROA) ,rwh’,? sl é‘.’ilsﬂ%?@%ai'gfat H\fm,p ( RPSales*SPEC _C) [ fi
Broh 1526 (t ffi= 1357) o SR F © 6 ¢tﬁié% KR FLCEP (
RPPurch*SPEC_C) [U (f§4%-0.213 (t ffi= -0.279) - H | TM ST
% V% #Fi (RPSales*SPEC_C ) 3 B ~<¥% » 2= .TM,[ D L?@ﬁﬂ;#ﬂy B e
(BHEREAR 2 DRI AT

@'ﬁjﬂ%ﬁgﬁﬂfpﬁ-[ PP (ROA) 22 2 [l (SIZE) Y fEFES 2.124 (t i
= 7.692) - =ffiFsd (LEVE) BYFHED-0.201 (t ffi= -23.594) » =iy
F (RD) [U{#Hr%-0.353 (t ffi= -8.849) ’@’i&[%??&llgﬁjF“ (M-TO-B) Y [FH7Eh
4.520 (tffi=35.297) - =R Eifly (IBS) [Ufigetl 8.407 (tfi=9.104) -~ ==Lid]

= AEAEE (DUALITY ) A9 f#EEES-0.730 (t ffi=-2.542) ,E’?Jq;ﬁqgfug\ (BH
) le,. FHEE-0.009 (t ffi=-0.849) » =ik M Ak (INSTI) fi9[7EHE 0.018 (t ffi
=2.344) > =EEPYSY, (COMPEN) Fuf,.’glrk 0.223 (t ffi=4.238) - &= 2 F AL

RS RS RO R R R B P Zfi*‘%fﬁ*é?%g}'“rﬁérﬁirﬁ% I i
Pose g A0 R Pk~ 0 Hh AU AR SR AR I wﬁlﬁa g Jg“tﬁi PRI -

ak TRl R BRI PR S “ﬁjiglr " BLIER T FI R
W2 NIRRT FTJ [ N phFRE FJWE"' [ [ 2t FIJEE?FF;J}VSF I'F_‘LF‘/
TSN R E R > QIR Y o H = Rl %?Fﬁ"_é}i M3 > = AN
< S i ﬁ% [~ 0 Bh D F 2k B ER (conflict of interest hypothesis) V& 7 « R[N
BTl M ot L UL R Bl b
[RREZR e WU R S S a3 T EHF‘FTJIT S ph VR D 2R
F%JI,F S BLE T A ERR PN o E R 2 plRE A w\?%\‘ﬂb%’ﬁﬁiwaﬂ [
N b IEE T L E (efficient transactions hypothesis ) Ui i o (NI RBH (7
P TGS R TS RS PPORE Y TR 4
_ﬁcﬁfﬂ‘%‘\ P RPN L R R J!)%“FUHLFLYEJI/I M phpl TOA A B JELED
TESERTD R, e
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B~ ai

AIRAPUR G R '%Jf’f”%%%f? R F‘ﬁ C I Tﬁéi s lER
Enron ~ WorldCom ) - WIP%% M BhE J’?[ BV *E?ﬁ‘[]t%ﬁitﬁﬁﬁ\]} ﬁ‘LB’P‘JIZIT; SRR
F AT S B A AL A PR TR R A
ﬁi\ Gordon et al. (2004a) F!1| T&f M b ) A B2 [BER (conflict of interest
hypothesis) * ¥ p) {53 (efficient transactions hypothesis) [Ry7e & i 1 [fl {1 #
%{F + F“’f'i ’Eru%% [~ @ phpu - PR IS 2R fﬁJE\j]:"@'fi ’ WL*%@'E?%%Tj fi~
fﬁlﬁﬁg[%ﬁb %‘Tfﬁi%h IE'ILJ%H’ﬂﬂ o =AY ElefﬂIﬂﬁéﬁlfi\‘ﬁ FJT% E S ph YN H B & E 4
EJ’%‘\"L'/ % 7\EF¥E” [ REAEREIE ﬁriﬂ’ii* At )RS T35 3 0 phpy 3R
ERIOVIEY ?ﬂfﬂj Fﬁfl%}]ﬁr&rf&ﬁurﬁjﬁg R K ET[F’TFF\L ; pﬁibﬁg RICE K

F Y R Fﬁ‘]‘ﬁ,ﬁlﬁ P RRLA %’T*T,\?JF”H FYAR I 2 ETRRY
A @i%ﬁi@@mL’wﬁﬁ%rL*¢ﬁ?@#ﬁyi@&m/ SIELIRE I
RS E AR B o g ?ﬁéﬁ‘ff%\' A AL Fﬁ%l 3 H@?: Frap ¥
Eg B Fﬁ% (A2 Hﬁ,jﬁ;&f‘z == s T ﬁf Y F] ﬁﬁ?L B F 1 F] 2 [

mm?@ FRTE [ (523 FURS R Sg s 1 I A A BT o I A

SE AR RE (T N L bV F %k B 3 (conflict of interest hypothesis) 9% % & IR
PJ Fﬁ%ll’ e AR R e SRR AR R R T B
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RN ORI - SR 2 IR RS I SRR SRR £ pAY
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SR
PR
» FE TR
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