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Abstract 

Through the analysis of Imprinting Theory, this paper tests the relationship between the 
overseas experience of independent directors and earnings quality. Based on the sample 
of Shanghai and Shenzhen A-share listed companies from 2006 to 2018, this paper 
examines the impact of overseas experience of independent directors on earnings 
quality. The empirical results show that: independent directors with overseas 
experience can significantly improve earnings quality; compared with the overseas 
experience of non accounting independent directors, the overseas experience of 
accounting independent directors can improve earnings quality better; compared with 
the experience of civil law system, the experience of common law system of independent 
directors can improve earnings quality better. This study is conducive to enrich the 
research on independent directors, and it can also provide suggestions for enterprises 
to employ independent directors. In addition, this paper can provide micro evidence for 
China's talent introduction policy. 
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1. Introduction 

With the development of globalization,the Chinese government has issued policies to attract 
talents to return to China, such as the plan for the introduction of high-level overseas talents 
and the plan for attracting overseas talents to return to China for entrepreneurship and 
employment, some provinces and cities have also formulated some talent introduction policies 
according to the needs of their own development. Based on this background, many Chinese 
enterprises began to introduce senior managers with overseas background. Overseas high-
level talents have the advantages of human capital in frontier knowledge, advanced ideas, 
technical ability and so on. Many talents with overseas study or work experience are employed 
as independent directors in the board of directors of listed companies.Giannetti et al. (2015) 
found that independent directors with overseas experience are conducive to cross-border M & 
A and corporate performance [1]. Can the overseas experience of independent directors 
improve the earnings quality? If so, is there any difference in the impact of professional 
background and legal origin on earnings information quality?These problems will be the focus 
of this paper.  

Earnings information quality is a hot issue concerned by regulators, investors and academia. In 
order to maximize the utility of individuals or enterprises in bonus plans, political costs and 
debt contracts, managers will adjust and control accounting earnings, resulting in poor 
earnings information quality [2,3] and loss of investors' interests [4]. Scholars believe that 
independent directors have the responsibility of supervising managers and providing advice 
[5], the proportion of independent directors [6], independent directors with financial 
background [7,8], and scholar independent directors can significantly affect the quality of 
corporate earnings information [9]. 
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The background characteristics and skills of independent directors greatly affect the 
performance of their duties [10]. This paper expects that independent directors with overseas 
experience have strong motivation and ability to improve earnings information quality. Based 
on the branding theory, an individual's experience in a specific environment will produce 
"imprints" that match the characteristics of the environment. Even if the environment changes, 
these "imprints" will continue to influence [11]. The overseas experience makes independent 
directors have the mark of matching with the overseas environment. On the one hand, the 
overseas experience makes independent directors exposed to the overseas system culture, 
their own cognitive framework and values have changed, and their moral standards and risk 
aversion awareness have been improved. They will actively perform their duties, pay attention 
to corporate social responsibility and protect the interests of small and medium-sized investors, 
and are more motivated to supervise earnings manipulation and other immoral behaviors. On 
the other hand, overseas experience makes Independent Directors receive high-quality 
education and high-intensity ability training, have profound knowledge and outstanding ability, 
are more likely to find corporate governance problems and provide suggestions, and are more 
able to supervise the generation process of accounting information and improve earnings 
quality. 

Based on the sample of Chinese A-share listed companies from 2006 to 2018, this paper makes 
an empirical study on the relationship between the overseas experience of independent 
directors and earnings quality. The empirical results show that: (1) the overseas experience of 
independent directors can significantly improve the earnings quality of enterprises; (2) 
compared with the overseas experience of independent directors with non-financial 
background, the overseas experience of independent directors with financial background can 
improve the earnings quality better; (3) Compared with the experience of independent 
directors in civil law system, the experience of independent directors in common law system 
has a better effect on improving earnings quality. 

The research value of this paper has two aspects. On the one hand, this paper enriches the 
literature of independent directors with overseas background. The research on the economic 
consequences of independent directors with overseas background mainly focuses on executive 
compensation contract, cross-border mergers and acquisitions, external audit effectiveness, 
corporate performance and so on, while there is no literature on the impact of independent 
directors' overseas experience on earnings quality. This paper enriches the literature on the 
economic consequences of independent directors with overseas background from this 
perspective. On the other hand, this paper further tests the governance effect of the background 
characteristics of independent directors and broadens the research perspective. This study 
takes the overseas experience of independent directors as the main line, combined with 
professional background and legal origin to do a more detailed test, which enriches the 
research on independent directors. 

2. Theoretical Analysis and Research Hypothesis 

Marquis and tilcsik (2013) pointed out that there are three key elements in the imprinting 
mechanism: (1) sensitive period, in which the imprinted person is in the sensitive period; (2) 
imprint formation, in which the imprinted person forms the characteristics consistent with the 
environment; (3) continuous influence. After the environment changes, the imprint will 
continue to influence. An individual's life abroad is usually regarded as an unforgettable 
memory, which can have a profound impact [11]. Du et al. (2018) believe that the study and 
work experience abroad has a profound impact on CEO's cognitive framework and personal 
ability, which makes him more motivated and able to inhibit earnings management behavior 
[12]. This paper argues that the overseas experience of independent directors shapes the 
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process of matching cognition and ability with the overseas environment, which has an 
important impact on the earnings quality of enterprises. 

2.1. Independent Director's Overseas Experience and Earnings Quality 

On the one hand, independent directors with overseas experience are more motivated to 
improve earnings quality. China's institutional system is still imperfect, and the protection of 
investors by relevant laws is weak. In the overseas developed capital market, there is a 
relatively perfect legal system, which can give investors more protection, the government's 
supervision intensity is higher, and the requirements of information disclosure are more strict, 
which can give investors more protection. Overseas experience makes independent directors 
have personal experience of foreign political system, economic system, legal system, academic 
system and cultural concept, and has a far-reaching impact on their values and cognition, so 
that they have high moral standards and values, and pay more attention to rules and avoid risks. 
Therefore, independent directors with overseas experience tend to use their professional skills 
and foresight to perform supervision and consulting duties, which can supervise the 
management and provide suggestions on standardizing information disclosure, effectively 
reduce the management's accounting earnings management behavior, and promote the 
compliance disclosure of accounting information. Moreover, in order to study abroad, they have 
invested a lot of money and time. Public opinion and themselves have high expectations. They 
have strong motivation to maintain social identity and reputation. For the purpose of 
maintaining reputation, they will try their best to perform their duties, actively participate in 
corporate governance, and express independent opinions on financial reports when the board 
of directors votes, so as to effectively improve the quality of earnings information. 

On the other hand, independent directors with overseas experience are more able to improve 
earnings quality. Overseas experience makes Independent Directors receive high-quality 
education and high-intensity ability training, so that they have a better knowledge reserve and 
strong management ability, and have a deeper understanding of the operation law of the capital 
market. Therefore, independent directors with overseas experience are more likely to collect 
more evidence when analyzing problems, and adopt complex data processing process, which 
will help to improve the accuracy of accounting estimates and judgments, and reduce the space 
and opportunity for management to conduct earnings management. Moreover, compared with 
the domestic emerging markets, overseas developed countries have more perfect corporate 
governance mechanisms. The experience of independent directors abroad helps them to learn 
advanced corporate governance practice experience. When applied to domestic enterprises, it 
can effectively improve the level of corporate governance, and then improve the quality of 
corporate earnings information. 

Taken all together, i hypothesize that: 

H1.  The overseas experience of independent directors can significantly improve the quality of 
earnings 

2.2. Independent Director's Overseas Experience, Professional Background  
and Earnings Quality 

According to the regulations of China Securities Regulatory Commission, there must be at least 
one independent director with financial professional background in the board of directors, and 
the chairman of the audit committee must also be an independent director with financial 
professional background. Accounting professional background of enterprises in China, 
independent directors are mainly accounting professors and certified public accountants, with 
accounting professional expertise. They have strong independence, can use professional ability 
to play a governance role, can effectively identify the false fraud information in financial 
statements [13], and improve the quality of accounting information [14]. 
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This paper argues that, compared with the overseas experience of non accounting independent 
directors, the overseas experience of accounting independent directors has a more significant 
effect on improving earnings quality.On the one hand, the overseas experience makes the 
independent directors of accounting related majors come into contact with the more advanced 
accounting frontier theories in western countries and have more frontier professional 
knowledge. They will make full use of their professional expertise to play their consulting 
function, express their independent opinions on accounting and audit related issues in the 
board meeting, promote the establishment and improvement of the enterprise's accounting 
system and related management system, and put forward suggestions High quality of internal 
control can effectively restrain managers' earnings manipulation and other self-interest 
behaviors. On the other hand, the professional background related to finance makes them 
cautious and risk averse. They will avoid the illegal accounting behaviors of enterprises. They 
will actively use their professional ability to perform the supervision function, participate in 
the formation and disclosure process of financial statements, effectively identify and correct 
the problems existing in financial statements, and further improve the quality of earnings 
information. 

Taken all together, i hypothesize that: 

H2. Compared with the overseas experience of non accounting independent directors, the 
overseas experience of accounting independent directors has a more significant positive impact 
on earnings quality. 

2.3. Independent Director's Overseas Experience, Legal Origin  and Earnings 
Quality 

Porta et al. (1998, 1999) pointed out that different sources of law lead to different degrees of 
investor protection. The level of investor protection in civil law countries is low, and the cost of 
violation is low. The level of investor protection in common law countries is high, and the cost 
of violation is high. Moreover, compared with civil law countries, the relevance and reliability 
of enterprise accounting information in common law countries will be higher [15,16]. Du et al. 
(2018) found that when CEO's overseas experience belongs to common law countries, investor 
protection awareness will be stronger, and the effect of restraining earnings management 
behavior will be more obvious [12]. 

This paper argues that, compared with the experience of independent directors in the civil law 
system, the experience of independent directors in the common law system has a more 
significant effect on improving earnings quality. When the overseas experience of independent 
directors comes from common law countries or regions, they have a stronger sense of investor 
protection and will actively participate in corporate governance and perform their duties. On 
the one hand, they will use their profound knowledge and corporate governance experience to 
perform the consulting function, express independent opinions on major decisions of the 
company, actively put forward appropriate suggestions for the management, and improve the 
relevance and reliability of accounting information. On the other hand, they will actively 
participate in corporate governance, improve corporate governance, improve earnings quality 
and protect the interests of investors by performing supervision functions. 

Taken all together, i hypothesize that: 

H3. Compared with the experience of independent directors in civil law system, the experience 
of independent directors in common law system has a more significant positive impact on 
earnings quality. 
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3. Research Design 

3.1. Sample Selection and Data Source 

This paper selects Chinese A-share listed companies from 2006 to 2018 as samples, and the 
sample processing steps are as follows: (1) remove the samples of financial and insurance 
companies; (2) remove the samples of ST and * ST companies; (3) remove the samples with 
missing data, and finally get 22873 samples.Moreover, all continuous variables are adjusted by 
1% winsorize. The data of independent directors' overseas experience, financial statements, 
audit firm ranking and other control variables are from Csmar database, and the data of state-
owned nature and the largest shareholder's shareholding are from Wind database. Excel 
PivotTable is used to process the data of independent directors, and stata15.1 is used for 
empirical analysis. 

3.2. Variable Selection 

3.2.1. Earnings Quality 

This paper uses The Modified Jones Model to calculate discretionary accruals [17], and uses its 
absolute value to measure earnings quality. The calculation steps are as follows: first, regress 
the model (1) by year and by industry, calculate the regression coefficient, then bring the 
regression coefficient into the model (2), calculate the DACC, and then take the absolute value 
of DACC according to formula (3), get the ABSDA, the larger the ABSDA is, the lower the quality 
of earnings is.  

𝑇𝐴𝑖,𝑡
𝐴𝑠𝑠𝑒𝑡𝑖,𝑡−1

= 𝛼1
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(2) 

𝐴𝐵𝑆𝐷𝐴𝑖,𝑡 = |𝐷𝐴𝐶𝐶𝑖,𝑡| (3) 

In these models,where TA is total accruals, calculated as net income before extraordinary items 
less cash flow from operations, Asset is total assets, REV is change in revenue, REC is change 
in receivables,and PPE is gross property, plant and equipment. 

3.2.2. Overseas Experience of Independent Directors 

This paper uses the proportion of the number of independent directors with overseas 
experience in the board of directors to measure the explanatory variables.The explanatory 
variables are defined as follows: OSEA is the proportion of independent director with overseas 
experience, A_OSEA is the proportion of independent directors with financial background and 
overseas experience. N_OSEA is the proportion of independent director with non-financial 
background and overseas experience. O_OSEA is the proportion of independent director with 
experience in common law system. C_OSEA is the proportion of independent director with civil 
law experience.  

3.2.3. Control Variables 

Based on the research of Giannetti et al. (2015) [1], this paper selects some control 
variables.The control variables are defined as follows: DUAL is the integration of the positions 
of chairman and CEO, SOE is the state-owned property of enterprises, ROE is the return on 
equity of an enterprise, LEV is the total asset liability ratio of an enterprise, AGE is the number 
of years a company has been listed, SIZE is the total assets of an enterprise, TOP1 is the largest 
shareholder of the enterprise, TOBINQ is the growth potential of enterprises, MEET is the 
number of board meetings held by an enterprise, BOARDS is the number of board members of 
an enterprise, BIG10 is the frm is audited by a Big 10 audit frm, YEAR is the year dummy 
variable, INDUSTRY is the industry dummy variable.  
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3.3. Models 

This paper designs six multiple regression models to control the fixed effect of year and 
industry. To test the three hypotheses mentioned above. 

In order to test H1, the design model is as follows: 
𝐴𝐵𝑆𝐷𝐴𝑖,𝑡 = 𝛽0 + 𝛽1𝑂𝑆𝐸𝐴𝑖,𝑡 + 𝛽2𝐷𝑈𝐴𝐿𝑖,𝑡 + 𝛽3𝑆𝑂𝐸𝑖,𝑡 + 𝛽4𝑅𝑂𝐸𝑖,𝑡 + 𝛽5𝐿𝐸𝑉𝑖,𝑡 + 𝛽6𝐴𝐺𝐸𝑖,𝑡

+ 𝛽7𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽8𝑇𝑂𝑃1𝑖,𝑡 + 𝛽9𝑇𝑂𝐵𝐼𝑁𝑄𝑖,𝑡 + 𝛽10𝑀𝐸𝐸𝑇𝑖,𝑡 + 𝛽11𝐵𝑂𝐴𝑅𝐷𝑆𝑖,𝑡
+ 𝛽12𝐵𝐼𝐺10𝑖,𝑡 +∑𝑌𝐸𝐴𝑅 +∑𝐼𝑁𝐷𝑈𝑆𝑇𝑅𝑌 + 𝜀𝑖,𝑡 

(4) 

In model (4), ABSDA is earnings quality, OSEA is the proportion of independent directors with 
overseas experience. If OSEA has a significant negative correlation with ABSDA, H1 holds. 

𝐴𝐵𝑆𝐷𝐴𝑖,𝑡 = 𝛽0 + 𝛽1𝐴_𝑂𝑆𝐸𝐴𝑖,𝑡 + 𝛽2𝐷𝑈𝐴𝐿𝑖,𝑡 + 𝛽3𝑆𝑂𝐸𝑖,𝑡 + 𝛽4𝑅𝑂𝐸𝑖,𝑡 + 𝛽5𝐿𝐸𝑉𝑖,𝑡 + 𝛽6𝐴𝐺𝐸𝑖,𝑡
+ 𝛽7𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽8𝑇𝑂𝑃1𝑖,𝑡 + 𝛽9𝑇𝑂𝐵𝐼𝑁𝑄𝑖,𝑡 + 𝛽10𝑀𝐸𝐸𝑇𝑖,𝑡 + 𝛽11𝐵𝑂𝐴𝑅𝐷𝑆𝑖,𝑡
+ 𝛽12𝐵𝐼𝐺10𝑖,𝑡 +∑𝑌𝐸𝐴𝑅 +∑𝐼𝑁𝐷𝑈𝑆𝑇𝑅𝑌 + 𝜀𝑖,𝑡 

(5) 

𝐴𝐵𝑆𝐷𝐴𝑖,𝑡 = 𝛽0 + 𝛽1𝑁_𝑂𝑆𝐸𝐴𝑖,𝑡 + 𝛽2𝐷𝑈𝐴𝐿𝑖,𝑡 + 𝛽3𝑆𝑂𝐸𝑖,𝑡 + 𝛽4𝑅𝑂𝐸𝑖,𝑡 + 𝛽5𝐿𝐸𝑉𝑖,𝑡 + 𝛽6𝐴𝐺𝐸𝑖,𝑡
+ 𝛽7𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽8𝑇𝑂𝑃1𝑖,𝑡 + 𝛽9𝑇𝑂𝐵𝐼𝑁𝑄𝑖,𝑡 + 𝛽10𝑀𝐸𝐸𝑇𝑖,𝑡 + 𝛽11𝐵𝑂𝐴𝑅𝐷𝑆𝑖,𝑡
+ 𝛽12𝐵𝐼𝐺10𝑖,𝑡 + ∑𝑌𝐸𝐴𝑅 +∑𝐼𝑁𝐷𝑈𝑆𝑇𝑅𝑌 + 𝜀𝑖,𝑡 

(6) 

In model (5) and (6), ABSDA is earnings quality, A_OSEA is the proportion of independent 
directors with  financial background and overseas experience, N_OSEA is the proportion of 
independent directors with  non financial background and overseas experience. If A_OSEA has 
a significant negative correlation with ABSDA, and If N_OSEA and ABSDA have negative 
correlation, but not significant, H2 holds. 

𝐴𝐵𝑆𝐷𝐴𝑖,𝑡 = 𝛽0 + 𝛽1𝑂_𝑂𝑆𝐸𝐴𝑖,𝑡 + 𝛽2𝐷𝑈𝐴𝐿𝑖,𝑡 + 𝛽3𝑆𝑂𝐸𝑖,𝑡 + 𝛽4𝑅𝑂𝐸𝑖,𝑡 + 𝛽5𝐿𝐸𝑉𝑖,𝑡 + 𝛽6𝐴𝐺𝐸𝑖,𝑡
+ 𝛽7𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽8𝑇𝑂𝑃1𝑖,𝑡 + 𝛽9𝑇𝑂𝐵𝐼𝑁𝑄𝑖,𝑡 + 𝛽10𝑀𝐸𝐸𝑇𝑖,𝑡 + 𝛽11𝐵𝑂𝐴𝑅𝐷𝑆𝑖,𝑡
+ 𝛽12𝐵𝐼𝐺10𝑖,𝑡 + ∑𝑌𝐸𝐴𝑅 + ∑𝐼𝑁𝐷𝑈𝑆𝑇𝑅𝑌 + 𝜀𝑖,𝑡 

(7) 

𝐴𝐵𝑆𝐷𝐴𝑖,𝑡 = 𝛽0 + 𝛽1𝐶_𝑂𝑆𝐸𝐴𝑖,𝑡 + 𝛽2𝐷𝑈𝐴𝐿𝑖,𝑡 + 𝛽3𝑆𝑂𝐸𝑖,𝑡 + 𝛽4𝑅𝑂𝐸𝑖,𝑡 + 𝛽5𝐿𝐸𝑉𝑖,𝑡 + 𝛽6𝐴𝐺𝐸𝑖,𝑡
+ 𝛽7𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽8𝑇𝑂𝑃1𝑖,𝑡 + 𝛽9𝑇𝑂𝐵𝐼𝑁𝑄𝑖,𝑡 + 𝛽10𝑀𝐸𝐸𝑇𝑖,𝑡 + 𝛽11𝐵𝑂𝐴𝑅𝐷𝑆𝑖,𝑡
+ 𝛽12𝐵𝐼𝐺10𝑖,𝑡 +∑𝑌𝐸𝐴𝑅 +∑𝐼𝑁𝐷𝑈𝑆𝑇𝑅𝑌 + 𝜀𝑖,𝑡 

(8) 

In model (7) and (8), ABSDA is earnings quality, O_OSEA is the proportion of independent 
directors with common law experience, C_OSEA is the proportion of independent directors with 
civil law experience. If O_OSEA has a significant negative correlation with ABSDA, and If  C_OSEA 
and ABSDA have negative correlation, but not significant, H3 holds. 

 

Table 1. Descriptive Statistics 
VARIABLES N MEAN SD MEDIAN MIN MAX 

ABSDA 22873 0.079 0.075 0.058 0.001 0.403 
OSEA 22873 0.050 0.081 0.000 0.000 0.333 

A_OSEA 22873 0.014 0.040 0.000 0.000 0.167 
N_OSEA 22873 0.035 0.066 0.000 0.000 0.286 
O_OSEA 22873 0.020 0.051 0.000 0.000 0.250 
C_OSEA 22873 0.029 0.061 0.000 0.000 0.286 
DUAL 22873 0.231 0.421 0.000 0.000 1.000 
SOE 22873 0.449 0.497 0.000 0.000 1.000 
ROE 22873 0.072 0.121 0.073 -0.653 0.396 
LEV 22873 0.445 0.207 0.443 0.051 0.998 
AGE 22873 1.963 0.901 2.197 0.000 3.332 
SIZE 22873 22.040 1.269 21.880 19.110 25.730 
TOP1 22873 0.360 0.149 0.343 0.092 0.758 

TOBINQ 22873 2.041 1.262 1.625 0.913 8.110 
MEET 22873 2.294 0.344 2.303 1.386 3.135 

BOARDS 22873 2.266 0.178 2.303 1.792 2.773 
BIG10 22873 0.469 0.499 0.000 0.000 1.000 
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4. Main Results 

4.1. Descriptive Statistics 

Table 1 shows the descriptive statistical results. The mean and median of ABSDA are 0.079 and 
0.058, which are basically consistent with the research of Du et al. (2018) [12]; the mean of 
OSEA is 0.05, which indicates that the proportion of independent directors with overseas 
experience is not high in the board of directors of Listed Companies in China; The mean of 
A_OSEA and N_OSEA are 0.014 and 0.035, indicating that the number of independent directors 
with overseas experience and financial background is lower than that with overseas experience 
and non-financial background.The mean of O_OSEA and C_OSEA is 0.020 and 0.029, which 
indicates that the number of independent directors in common law countries is slightly less 
than that in civil law countries. The results of the control variables are in line with expectations. 

 

Table 2. Independent Director's Overseas Experience and Earnings Quality 
 H1 H2 H3 

VARIABLES ABSDA ABSDA ABSDA ABSDA ABSDA 
OSEA -0.014**     

 (-2.24)     
A_OSEA  -0.024*    

  (-1.95)    
N_OSEA   -0.011   

   (-1.54)   
O_OSEA    -0.020**  

    (-2.09)  
C_OSEA     -0.008 

     (-1.03) 
DUAL 0.002* 0.002* 0.002* 0.002* 0.002* 

 (1.84) (1.82) (1.83) (1.86) (1.81) 
SOE -0.006*** -0.006*** -0.006*** -0.006*** -0.006*** 

 (-5.26) (-5.20) (-5.28) (-5.27) (-5.25) 
ROE 0.072*** 0.072*** 0.072*** 0.072*** 0.072*** 

 (10.99) (11.01) (10.99) (10.99) (11.00) 
LEV 0.028*** 0.028*** 0.028*** 0.028*** 0.028*** 

 (8.42) (8.44) (8.44) (8.42) (8.46) 
AGE -0.006*** -0.006*** -0.006*** -0.006*** -0.006*** 

 (-9.11) (-9.04) (-9.06) (-9.08) (-9.03) 
SIZE -0.006*** -0.006*** -0.006*** -0.006*** -0.006*** 

 (-10.69) (-10.95) (-10.85) (-10.73) (-11.05) 
TOP1 0.008** 0.008** 0.008** 0.008** 0.008** 

 (2.32) (2.31) (2.30) (2.32) (2.29) 
TOBINQ 0.006*** 0.006*** 0.006*** 0.006*** 0.006*** 

 (11.50) (11.46) (11.46) (11.49) (11.44) 
MEET 0.021*** 0.021*** 0.021*** 0.021*** 0.021*** 

 (13.97) (13.95) (13.93) (13.95) (13.93) 
BOARDS -0.015*** -0.015*** -0.015*** -0.015*** -0.015*** 

 (-5.09) (-5.07) (-5.02) (-5.05) (-5.02) 
BIG10 -0.005*** -0.005*** -0.005*** -0.005*** -0.005*** 

 (-4.92) (-4.98) (-5.02) (-4.98) (-5.05) 
INDUSTRY YES YES YES YES YES 

YEAR YES YES YES YES YES 
CONSTANT 0.180*** 0.181*** 0.181*** 0.180*** 0.182*** 

 (13.51) (13.71) (13.63) (13.50) (13.80) 
N 22873 22873 22873 22873 22873 

Adj R2 0.107 0.107 0.107 0.107 0.107 

T statistics in parentheses * p < 0.1, ** p < 0.05, *** p < 0.01. 
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4.2. Multiple Regression Results 

Table 2 shows the test results, and the analysis is as follows.H1 regression results shows that 
the regression coefficient of OSEA was -0.014, which was significant at the level of 5% (t = -2.24, 
P < 0.05). It shows that the overseas experience of independent directors can significantly 
improve the earnings quality, and H1 is proved. H2 regression results shows that the regression 
coefficient of A_OSEA was -0.024, which is significant at the level of 10% (t = - 1.95, P < 0.1), and 
the regression coefficient of  N_OSEA is -0.011, which did not pass the significance test (t = - 
1.54, P > 0.1). It shows that the overseas experience of accounting independent directors has 
more obvious effect on earnings quality, and H2 is proved. H3 regression results shows that the 
regression coefficient of O_OSEA is -0.020, which is significant at the level of 5% (t = - 2.09, P < 
0.05), and the regression coefficient of C_OSEA is -0.008, which did not pass the significance 
test (t = - 1.03, P > 0.1). It shows that the experience of independent directors in common law 
countries has a more obvious effect on improving earnings quality, and H3 is proved. In addition, 
the regression results of control variables are in line with expectations. 

5. Robustness Tests 

5.1. Propensity Score Matching Method 

There may be endogenous problems caused by selective bias in this paper. The enterprises with 
high earnings quality have higher level of corporate governance and are more likely to 
introduce independent directors with overseas background. In order to control the influence of 
this endogenous problem on the regression results, this paper uses the nearest neighbor 
matching method of propensity score matching (PSM) to match samples (1:1 no return 
matching), and matches each company with independent directors with overseas background 
(experimental group) with a company without independent directors with the closest 
propensity score (control group). After successful matching, the samples were taken out for 
multiple regression test. 

The propensity score matching method is divided into two steps: the first step is to establish 
the probit model of influencing factors for listed companies to employ independent directors 
with overseas background; the second step is to carry out probit regression, calculate the 
propensity score of each company, carry out nearest neighbor 1:1 matching, and finally get 
7458 groups of samples. 

Figures 1 and 2 show the distribution of propensity score density. Before matching, the 
distribution of propensity score density of the experimental group and the control group was 
quite different, but after matching, the two curves were close and the fitting degree was high, 
which proved that the propensity score matching effect was good. 

 
Figure 1. Before Matching 
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Figure 2. After Matching 

 

Table 3 shows the test results, and the analysis is as follows.H1 regression results shows that 
the regression coefficient of OSEA was -0.016, which was significant at the level of 5% (t = -2.43, 
P < 0.05). It shows that H1 is supported again. H2 regression results shows that the regression 
coefficient of A_OSEA was -0.027, which is significant at the level of 5% (t = -2.17, P < 0.05), and 
the regression coefficient of  N_OSEA is -0.012, which did not pass the significance test (t = -
1.60, P > 0.1). It shows that H2 is supported again. H3 regression results shows that the 
regression coefficient of O_OSEA is -0.022, which is significant at the level of 5% (t = -2.26, P < 
0.05), and the regression coefficient of C_OSEA is -0.009, which did not pass the significance 
test (t = - 1.03, P > 0.1). It shows that H3 is supported again. All in all, the results of this paper 
are supported. 

 

Table 3. Independent Director's Overseas Experience and Earnings Quality (PSM) 
 H1 H2 H3 

VARIABLES ABSDA ABSDA ABSDA ABSDA ABSDA 
OSEA -0.016**     

 (-2.43)     
A_OSEA  -0.027**    

  (-2.17)    
N_OSEA   -0.012   

   (-1.60)   
O_OSEA    -0.022**  

    (-2.26)  
C_OSEA     -0.009 

     (-1.03) 
CONTORLS YES YES YES YES YES 
INDUSTRY YES YES YES YES YES 

YEAR YES YES YES YES YES 
CONSTANT 0.172*** 0.172*** 0.173*** 0.170*** 0.173*** 

 (9.88) (9.87) (9.90) (9.72) (9.95) 
N 14916 14916 14916 14916 14916 

Adj R2 0.120 0.119 0.119 0.119 0.119 

T statistics in parentheses * p < 0.1, ** p < 0.05, *** p < 0.01. 
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5.2. Replace Independent Variable 

In order to improve the robustness of the conclusion, this paper uses the number of 
independent directors with overseas experience to replace the Independent variable and test 
the robustness. This paper measures the independent variables by the number of independent 
directors. OSEA1 is the number of independent directors with overseas experience, A_OSEA1 is 
the number of independent directors with overseas experience and financial expertise, 
N_OSEA1 is the number of independent directors with overseas experience and non-financial 
expertise, O_OSEA1 is the number of independent directors with common law experience, and 
C_OSEA1 is the number of independent directors with civil law experience. 

Table 4 shows the test results, and the analysis is as follows. H1 regression results shows that 
the regression coefficient of OSEA1 was -0.002, which was significant at the level of 5% (t = -
2.27, P < 0.05). It shows that H1 is supported again. H2 regression results shows that the 
regression coefficient of A_OSEA1 was -0.003, which is significant at the level of 5% (t = -1.96, 
P < 0.05), and the regression coefficient of  N_OSEA1 is -0.001, which did not pass the 
significance test (t = - 1.52, P > 0.1). It shows that H2 is supported again. H3 regression results 
shows that the regression coefficient of O_OSEA1 is -0.002, which is significant at the level of 5% 
(t = -2.10, P < 0.05), and the regression coefficient of C_OSEA1 is -0.001, which did not pass the 
significance test (t = -1.18, P > 0.1). It shows that H3 is supported again. All in all, the results are 
still robust after replacing independent variable for robustness test. 

 

Table 4. Independent Director's Overseas Experience and Earnings Quality (Replace 
Independent Variable) 

 H1 H2 H3 
VARIABLES ABSDA ABSDA ABSDA ABSDA ABSDA 

OSEA1 -0.002**     
 (-2.27)     

A_OSEA1  -0.003**    
  (-1.96)    

N_OSEA1   -0.001   
   (-1.52)   

O_OSEA1    -0.002**  
    (-2.10)  

C_OSEA1     -0.001 
     (-1.18) 

CONTORLS YES YES YES YES YES 
INDUSTRY YES YES YES YES YES 

YEAR YES YES YES YES YES 
CONSTANT 0.178*** 0.180*** 0.180*** 0.178*** 0.181*** 

 (13.19) (13.60) (13.40) (13.29) (13.69) 
N 22873 22873 22873 22873 22873 

Adj R2 0.107 0.107 0.107 0.107 0.107 

T statistics in parentheses * p < 0.1, ** p < 0.05, *** p < 0.01. 

 

5.3. Replace Dependent Variable 

In order to improve the robustness of the conclusion, according to Jones model of intangible 
assets [18], this paper calculates the discretionary accruals considering intangible assets, and 
measures the earnings quality by the absolute value of the discretionary accruals (ABSDA1), 
and then puts ABSDA1 into the original model for multiple regression. 

Table 5 shows the test results, and the analysis is as follows.H1 regression results shows that 
the regression coefficient of OSEA was -0.011, which was significant at the level of 5% (t = -1.98, 
P < 0.05). It shows that H1 is supported again.H2 regression results shows that the regression 
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coefficient of A_OSEA was -0.018, which is significant at the level of 10% (t = -1.74, P < 0.1), and 
the regression coefficient of  N_OSEA is -0.008, which did not pass the significance test (t = - 
1.32, P > 0.1). It shows that H2 is supported again.H3 regression results shows that the 
regression coefficient of O_OSEA is -0.014, which is significant at the level of 10% (t = -1.79, P < 
0.1), and the regression coefficient of C_OSEA is -0.007, which did not pass the significance test 
(t = -0.93, P > 0.1). It shows that H3 is supported again. All in all, the results are still robust after 
replacing dependent variable for robustness test. 

 

Table 5. Independent Director's Overseas Experience and Earnings Quality (Replace 
Dependent Variable) 

 H1 H2 H3 
VARIABLES ABSDA1 ABSDA1 ABSDA1 ABSDA1 ABSDA1 

OSEA -0.011**     
 (-1.98)     

A_OSEA  -0.018*    
  (-1.74)    

N_OSEA   -0.008   
   (-1.32)   

O_OSEA    -0.014*  
    (-1.79)  

C_OSEA     -0.007 
     (-0.93) 

CONTORLS YES YES YES YES YES 
INDUSTRY YES YES YES YES YES 

YEAR YES YES YES YES YES 
CONSTANT 0.180*** 0.181*** 0.181*** 0.180*** 0.182*** 

 (16.30) (16.55) (16.41) (16.32) (16.61) 
N 22873 22873 22873 22873 22873 

Adj R2 0.086 0.086 0.086 0.086 0.086 

T statistics in parentheses * p < 0.1, ** p < 0.05, *** p < 0.01. 

 

6. Conclusion 

This paper finds that: independent directors with overseas experience can improve the quality 
of earnings; compared with independent directors with overseas experience and non 
accounting professional, independent directors with overseas experience and accounting 
professional have more positive impact on earnings quality; compared with independent 
directors with civil law experience, independent directors with common law experience have 
more positive impact on earnings quality. In order to improve the robustness of the results, this 
paper makes three robustness tests for selective bias, independent variables and dependent 
variables. The test results still support the original hypothesis, indicating that the overseas 
experience of independent directors has a positive impact on the earnings quality of enterprises, 
which proves that the results of this paper are robust. 

This paper puts forward two suggestions. First, Chinese enterprises can employ some 
independent directors with overseas experience to improve corporate governance and 
earnings quality. Moreover, in the process of selecting independent directors, Chinese 
enterprises can tend to employ high-level talents with accounting professional background and 
common law experience. Because the independent directors with these characteristics, 
background or experience can actively play the role of consultation and supervision, and 
effectively improve the level of corporate governance. Second, the Chinese government should 
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continue to promote market-oriented reform, reduce state intervention in the economy, 
improve the autonomy of market players, and provide a free and open environment for 
overseas talents to return home for employment and entrepreneurship. 
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Appendix: Defnitions of Variables 

VARIABLES Definition of variables 
ABSDA Absolute value of discretionary accruals calculated by modified Jones model 

OSEA 
Number of independent directors with overseas experience divided by number of 

directors 

A_OSEA 
Number of independent directors with financial background and overseas experience 

divided by number of directors 

N_OSEA 
Number of independent directors with non financial background and overseas 

experience divided by number of directors 

O_OSEA 
Number of independent directors with common law experience divided by the 

number of directors 

C_OSEA 
Number of independent directors with civil law experience divided by the number of 

directors 

DUAL 
An indicator variable taking a value of 1 if the frm’s CEO is also the chair of the board 

of directors, and 0 otherwise 
SOE State owned enterprises are equal to 1, non-state-owned enterprises are 0 
ROE Equal to net income divided by net assets 
LEV Equal to total liabilities divided by total assets 
AGE Equal to the natural logarithm of the number of years the company has been listed 
SIZE Equal to the natural logarithm of total assets 
TOP1 Equal to the shareholding ratio of the largest shareholder of the enterprise 

TOBINQ Equal to the market value of the enterprise divided by the total assets 
MEET Equal to the natural logarithm of the number of board meetings 

BOARDS 
Board of directors’ size, which is calculated as the natural logarithm of the total 

number of directors on the board 

BIG10 
Big 10 audit firm,an indicator variable taking a value of 1 if the frm is audited by a Big 

10 audit frm, and 0 otherwise 
YEAR The sample period is 2006-2018, with 12 years of dummy variables 

INDUSTRY 
According to the industry classification standard of China Securities Regulatory 

Commission in 2001, manufacturing industry is classified by secondary code, with a 
total of 20 industry variables 

 


