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Abstract 

This paper examines earnings management by European Union firms that initiate an antidumping investigation. 

We first document economically and statistically significant income decreasing earnings management around the 

initiation of an antidumping investigation. We show that earnings management increases when accounting data 

directly affect the magnitude of the tariffs imposed in the trade investigation. We also find that earnings 

management decreases as the number of petitioning firms increases or as the distance between petitioning firms 

increases, suggesting free-rider and coordination problems. We find that earnings management increases when 

the petition is directed at a country that imports more goods from the petitioning firm’s home country, suggesting 

retaliation threats affect incentives. We document that raising equity or debt financing moderates income 

decreasing earnings management, consistent with the idea that sample firms trade off capital market and regulatory 

considerations. Our results indicate that contemporary research methods can detect accruals based earnings 

management in settings in which the incentives for earnings management can be clearly identified. 
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Earnings Management During Antidumping Investigations In Europe: Sample-Wide And Cross-

Sectional Evidence 

Section 1 – Introduction 

Earnings management occurs when management uses the flexibility inherent in accounting standards to manage 

the firm’s reported accounting earnings to influence some economic outcome to the firm’s (or management’s) 

benefit (Schipper, 1989). This paper examines earnings management in European Union (EU) firms initiating 

antidumping trade investigations. The antidumping investigation process in the EU makes extensive use of the 

accounting data of firms that initiate investigations, and that accounting data is collected as part of the investigation 

process. As a result the use of accounting data in the antidumping investigation process is well known and 

predictable so firms initiating investigations would know that their accounting data would affect the outcome of 

their investigation. Therefore the antidumping investigation setting allows for the clear identification of the 

incentives it provides for earnings management and is an excellent setting to examine accruals based earnings 

management. 

Antidumping investigations in the EU (and elsewhere) involve two key determinations. First, the prices 

at which foreign exporters are selling goods in the EU are compared to the goods’ normal values to determine if 

goods are being dumped into the EU.1 Second, the financial performance of the allegedly affected domestic EU 

industry is examined to determine if the domestic industry has suffered financial injury as a result of the dumping. 

When both dumping and material injury are present, duties on the goods imported into the EU are assessed. These 

duties make the products of the domestic industry more competitive and financially benefit the domestic industry. 

This setting provides clear incentives for the domestic industry to engage in income decreasing earnings 

management to enhance the likelihood of an affirmative injury decision.  

In a seminal study in the accounting literature, Jones (1991) examines a small sample of companies that 

requested import relief in five industries in the United States between 1980 and 1985 and finds evidence 

suggesting that firms manipulate their accounting data to report diminished profitability in the year in which the 

trade investigation is concluded. Jones’ (1991) work has spawned tremendous interest in earnings management, 

including application and extension of her model in a variety of contexts. Debates over the existence, magnitude 

                                                           
1 Normal value is typically the price of the product allegedly dumped when sold in the exporting country market. 
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and measurement of earnings management in this extensive literature continue today.2 Despite this voluminous 

follow up work, there has been almost no additional work that investigates whether and how earnings management 

occurs during trade investigations in contemporary periods and in other jurisdictions around the world. The EU 

setting of our study also allows an examination of several economic predictions about cross-sectional variation in 

earnings management that are new to the literature.  

There have been a variety of studies that examine earnings management in other regulatory settings that 

produce similar incentives to manage earnings to report lower profitability. Most of these studies are conducted 

using data from the United States. This literature has typically examined regulated industries or circumstances in 

which high profitability could prompt political scrutiny and costs (e.g., Cahan (1992), Mensah, Considine and 

Oakes (1994), Key (1997), Han and Wang (1998), Monem (2003) and Johnston and Rock (2005)). 

 Our research is closely related to studies that examine earnings management in jurisdictions outside the 

United States. Leuz, Nanda and Wysocki (2003) document that earnings management proxies suggest less 

earnings management in countries with better developed stock markets that have more dispersed ownership, and 

better legal enforcement and investor protection. Gopalan and Jayaraman (2012) extend Leuz et al. (2003) and 

find that insider controlled firms exhibit more earnings management in countries with weak investor protection. 

Francis and Wang (2008) also find an association between earnings management and investor protection that is 

concentrated in firms using Big 4 auditors. Because these international studies examine earnings management in 

broad samples of public firms, the researchers generally have no prior beliefs regarding if, when or how firms in 

these broad samples might face incentives to manage earnings to achieve a particular economic outcome. As a 

result, it is difficult to infer whether the evidence provided in these studies is consistent with earnings management 

or with variation in accruals caused by other factors, including differences in the informativeness of earnings. 

More generally, there is debate about whether discretionary accruals do indeed reflect earnings management. 

In contrast, in the trade investigation setting, we are able to identify which firms have incentives to manage 

earnings, and when and how they would manage earnings in order to increase the likelihood of receiving trade 

                                                           
2 Since the subsequent earnings management literature has not focused on trade investigations and is very extensive, we do not provide a 

detailed review of this literature here. This broad literature and the influence of the original Jones (1991) article on this literature are 

discussed in Dechow, Ge and Schrand (2010). The only studies that examine potential earnings management in trade investigations are 

Rayburn and Lenway (1992) who examine sixteen U.S. semiconductor manufacturers during 1985 and Magnan, Nadeau and Cormier 

(1999) who examine 17 Canadian firms during 1976 to 1992. 
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remedies and the economic magnitude of those remedies. As we detail later, the process by which injury is 

determined and the procedure for assessing duties provide clear incentives to engage in predictable earnings 

management in the periods surrounding the initiation of an antidumping investigation. While our study utilizes 

smaller samples than much of the past literature, we are able to make directional predictions about earnings 

management during particular periods that have not been possible in most of the prior literature examining 

earnings management in international settings.  

We choose to examine firms initiating trade investigations in the EU for several reasons. First, there is a 

single regulatory process in place that governs how all antidumping investigations are conducted in the EU. This 

allows us to investigate a number of interesting sample partitions to see what factors are associated with cross-

sectional variation in earnings management while holding constant the regulatory setting that gives rise to the 

earnings management incentives. The regulatory process governing trade investigations in the EU can determine 

assessed duties based on the extent of injury (allegedly) suffered by domestic petitioners, providing enhanced 

incentives for earnings management in those cases. In addition, the EU setting provides interesting variation in 

the number of firms within the EU that initiate investigations, the distance between those firms and in the export 

intensity of the countries that are home to petitioning firms. The EU setting allows us to investigate the effects of 

these setting specific incentives on earnings management, enhancing confidence that our analysis is documenting 

earnings management in response to the incentives provided in the setting. In addition, we are able to assess the 

effects of country level institutions such as legal enforcement and regulatory quality while holding constant the 

regulatory process that produces the incentives for earnings management in our setting. 

We develop our hypotheses by analyzing the trade investigation process. The injury decision involves 

systematically comparing accounting data prior to the initiation of the antidumping claim with accounting data in 

the year, and in some cases, the year after or year before, the investigation is launched. Deteriorating accounting 

performance around the time the claim is filed is viewed as evidence consistent with the domestic industry being 

injured by the dumping of competing foreign products into the EU marketplace. This injury determination process 

is dictated by WTO guidelines and would be very transparent and predictable to petitioning firms. Hence, we posit 

that EU firms petitioning for trade remedies in antidumping investigations have strong incentives to engage in 

income decreasing earnings management in the year of and year subsequent to their petition for trade relief.  
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Sample-wide we find income decreasing earnings management in the year closest to the date the 

antidumping investigation is initiated and the following year, and our estimates of earnings management suggest 

that on average discretionary accruals contribute to more than a one percent decline in return on assets during 

these periods for sample firms. We consider that magnitude of decline to be economically as well as statistically 

significant.3 Our sample-wide evidence of income decreasing discretionary accruals is only present in time periods 

right around the initiation of the investigation, enhancing confidence that our tests are identifying earnings 

management. Our base tests include a number of features that should enhance our ability to separate earnings 

management from actual economic injury, and we perform a number of additional analyses that help ensure that 

our test results do not simply reflect actual injury resulting from dumping. 

We also document a number of cross-sectional patterns in this earnings management activity. We examine 

two types of factors that could affect the incentives for earnings management in our setting. First, we examine 

some previously unexplored factors that could impact the costs and benefits of earnings management that are 

specific to our setting. Second, we revisit some factors that the previous literature has found are associated with 

earnings management to see if these factors impact earnings management in our setting. Our first set of case 

specific variables includes a measure of the extent to which petitioning firms’ accounting data directly affects the 

magnitude of import relief provided in successful cases, the number of firms petitioning for import relief and the 

distance between them as proxies for coordination costs and the export intensity of the country that is home to the 

petitioning firm(s) as a proxy for retaliation capacity.  

We find that earnings management is more pronounced in cases in which the petitioning firms’ accounting 

data directly affect the magnitude of the tariffs imposed in the trade investigation. In antidumping investigations 

in the EU, the European Commission calculates two margins: a dumping margin that measures the deviation of 

the sales price charged for the dumped goods in the EU from the goods’ normal value and an injury elimination 

margin that measures the duty that would have to be applied to the foreign goods in order to remove the injury to 

the domestic industry. Importantly, the ultimate duty applied is the lower of the dumping margin and the injury 

                                                           
3 For comparison, from Table 6 in Jones (1991) we compute the mean abnormal accruals in year zero in her sample to be negative 5.85%. 

Of course our model includes many terms not included in her model enhancing our ability to distinguish normal from discretionary 

accruals. The large magnitude of discretionary accruals in some prior work such as Jones (1991) is one source of skepticism that accruals 

based tests actually identify earnings management (Ball, 2013). 
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elimination margin. This decision is made individually for each foreign exporter, or in some cases, for each foreign 

country where foreign exporters are domiciled. As a result, any given antidumping case may have some defendants 

assigned an injury elimination margin and some defendants assigned a dumping margin. If petitioning firms from 

the domestic industry can anticipate which margin will be lower, then the incentives to engage in earnings 

management are stronger when injury elimination margins are used to determine the tariffs for a greater proportion 

of the defendants as these margins are a direct function of the petitioning firms’ accounting data. We find that 

earnings management is more pronounced when a greater proportion of the tariffs assigned in the case are based 

on injury elimination margins. 

In addition, we find that the income decreasing earnings management around case initiation is less 

pronounced in cases involving a greater number of sample petitioning firms. Among those cases that involve two 

or more sample petitioning firms, we find that earnings management is less pronounced in cases in which there is 

greater distance between the petitioners. These results suggest that either free-rider problems or coordination costs 

are more severe when more firms are involved or when firms are more distant, limiting the earnings management 

undertaken by petitioning firms. To the best of our knowledge, this is the first evidence in the accounting literature 

that free-rider problems or coordination costs affect earnings management incentives. We also find that earnings 

management is exacerbated when the country that is home to the petitioning firm has a high level of exports to 

the country(ies) charged in the petition with dumping goods into the EU. This result is consistent with the idea 

that regulators are reluctant to impose tariffs on countries with strong capability to retaliate, and that petitioning 

firms manage earnings more to enhance the apparent injury and increase their probability of success in these cases. 

Our second set of cross-sectional variables includes external financing needs and country level regulatory 

institutions because the prior literature suggests both could affect earnings management incentives. We identify 

firms that raise new debt or equity financing in the year of and/or the year after the initiation of an antidumping 

investigation, and find that income decreasing earnings management in those years is moderated for this set of 

firms. This result is consistent with the literature that suggests that reporting incentives play an important role in 

influencing financial reporting decisions and highlights the tradeoff between regulatory and capital market based 

incentives (Ball, Robin and Wu, 2003; Burgstahler, Hail and Leuz, 2006). We find that earnings management 

during trade investigations does not differ between countries with better legal enforcement or regulatory quality 
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and countries with worse legal enforcement and regulatory quality. We find similar results when we partition our 

sample on measures that explicitly capture auditing and financial reporting related enforcement.  

On the surface this evidence appears to contradict the past literature that better legal enforcement or 

regulatory quality generally moderates earnings management. We conjecture that this difference from the prior 

research findings is a result of the type of earnings management we document. Most prior studies examine broad 

samples in which any earnings management occurring is likely to be income increasing, decreasing transparency 

and potentially harming investors. In our setting firm stakeholders other than consumers will benefit from import 

relief if the antidumping case is successful. In addition, the expected earnings management is income decreasing. 

Therefore it is not clear that better regulatory and legal institutions would constrain the type of earnings 

management we document if regulators are incented to be attentive to income increasing earnings management 

that is detrimental to stakeholders other than management (Dechow, Ge, Larson and Sloan, 2011). It is also 

possible that prior international studies using broad samples of firms capture cross-country variation in earnings 

informativeness that is shaped by regulatory and legal institutions that create incentives to provide more or less 

informative accounting numbers, but do not capture earnings management. If this is true the results from the prior 

literature might be best interpreted as evidence that regulatory and legal institutions affect overall earnings 

informativeness in the country rather than earnings management per se. 

The most interesting results of our study come from our consideration of the process through which 

petitioning firms prepare petitions and through which regulators use accounting data in the trade investigation. 

Our evidence that earnings management increases with the likelihood of regulators basing tariffs on the 

petitioners’ accounting data, increases with the ability of the defendant country(ies) to retaliate, and decreases as 

the number of petitioning firms increases or as the distance between petitioners increases and therefore 

coordination costs increase provide novel and unique insights to the earnings management literature. Collectively 

these findings suggest that a thorough understanding of the incentives facing firms can significantly increase the 

power of research designs that examine the prevalence and magnitude of earnings management in economically 

motivated settings. We encourage further work in which a thorough understanding of the incentives for earnings 

management is incorporated in the research design. 
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Our study makes several contributions to the accounting literature. First, our main results update and 

expand the analyses reported by Jones (1991) and suggest that earnings management during import relief 

investigations continues in a contemporary European Union sample. Given the importance of the Jones (1991) 

paper to the accounting literature, we believe this update and extension of her analysis is important. Her original 

evidence is based on a small sample (23 firms, 14 of which are petitioning firms) from a single jurisdiction (U.S.) 

in the early 1980s, over 30 years ago. The only additional work examining trade investigation settings (Rayburn 

and Lenway (1992) and Magnan, Nadeau and Cormier (1999)) is also based on very small and dated samples in 

the U.S. and Canada, respectively. Given the importance of trade regulation to the world economy and the 

systematic liberalization of international trade since the 1980s, additional evidence on the use of accounting data 

in trade regulation, and the incentives trade regulations create, seems warranted. Our results suggest systematic 

biases in the data used in antidumping investigations and have clear implications for international trade scholars 

and regulators. In addition, the models used to detect earnings management have advanced considerably since 

Jones (1991) and our paper provides important feedback about the ability of current research methods to detect 

accruals based earnings management in settings in which the timing and direction of the incentives for earnings 

management can be identified.  

Section 2 – Description of the setting, prior literature, and hypotheses 

Antidumping investigations in the EU are generally initiated after receiving a complaint from producers 

of a homogeneous product in the European Community (hereafter the Community) alleging that non-EU 

domiciled foreign exporters are dumping a like product in the EU. Blonigen and Prusa (2003) review the 

antidumping literature and report that industry specific factors such as import penetration, industry employment, 

capital intensity and industry concentration and macro-economic factors such as GDP growth and currency 

fluctuations are associated with firms’ decisions to initiate an investigation. The European Commission is 

responsible for investigating antidumping allegations, and the process begins with a decision about whether or not 

the evidence provided in the complaint warrants an investigation. This decision must be made within 45 days of 

receiving the complaint. Importantly, the complaint filed by the EU producers must provide detailed information 

about the alleged dumping including evidence of dumping, injury, and a causal link between the two so that this 

information is available to the European Commission to inform the initiation decision. 
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The European Commission consists of 28 commissioners, one from each EU member state. The 

commissioners are charged with representing the interests of the EU as a whole rather than promoting the interests 

of their home state. The member states are consulted during the investigation, but their views are not binding on 

the European Commission. If the European Commission proposes the imposition of tariffs on foreign exporters, 

then the European Council votes on the proposal. The European Council is composed of the heads of state of the 

EU member states. While the votes of the European Council are not publicly recorded, Evenett and Vermulst 

(2005) construct some voting results from newspaper articles and offer an interesting account of voting patterns 

across countries. They identify six strategies that the European Commission takes to increase the number of 

member states that support the imposition of antidumping duties, including reducing the magnitude of duties and 

narrowing the scope of products included in the investigation. They also identify eight diplomatic factors that 

influence the voting behavior of member states, including direct lobbying of EU member states by important 

trading partners and threats of retaliation by important trading partners. Evenett and Vermulst (2005) show that 

political factors and the interests of member states affect antidumping investigations at the European Council level 

if not before. 

When the European Commission decides to investigate a complaint, it publishes a notice in the EU’s 

Official Journal indicating it is opening an investigation. The European Commission then sends questionnaires to 

both EU producers and to the exporting firms accused of dumping to gather information that will aid in the 

investigation. An investigation into an allegation that foreign companies are dumping products involves two 

critical determinations. First, the European Commission must determine whether foreign goods are in fact being 

sold below fair market value into their jurisdiction. This involves a comparison of the prices at which the foreign 

entities are selling goods in the EU with the goods’ normal value. Typically, normal values are the prices at which 

the foreign exporter sells goods in its own domestic market. In some cases, the exporter has insufficient sales in 

its domestic market, the foreign entity’s domestic market is deemed to be a non-market economy, or the prices in 

that market are deemed to be below unit production costs plus selling, general and administrative expenses. In 

these cases, the determination of whether dumping is taking place is based either on the prices at which the goods 

are sold in a third (or proxy) market, or based on a constructed normal value. The constructed normal value of the 

good is the “cost of production in the country of origin plus a reasonable amount for selling, general and 
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administrative costs and for profits.”4 The accounting data of the foreign producers would be used to determine 

constructed normal values. The foreign producers are given incentive to cooperate with the investigation in the 

EU because the European Commission makes it clear that “the consequences of non-cooperation normally lead to 

the imposition of measures which are higher than for parties which have cooperated.”5 

The second determination is whether the domestic producers of the goods have been injured by the alleged 

dumping. This is the key determination that provides firms seeking trade relief with incentives to manage their 

earnings to demonstrate diminished profitability and therefore injury. This determination is based on the volume 

of dumped goods compared to the total domestic market, the effect of the dumped imports on prices in that market, 

and the impact of the dumped imports on the domestic industry. The extent to which the dumped imports have 

negatively impacted the domestic industry is based on “an evaluation of all relevant economic factors and indices 

having a bearing on the state of the industry, including the fact that an industry is still in the process of recovering 

from the effects of past dumping, the magnitude of the actual margin of dumping, actual and potential decline in 

sales, profits, output, market share, productivity, return on investments, utilization of capacity, factors affecting 

… prices; actual and potential negative effects on cash flow, inventories, employment, wages, growth, ability to 

raise capital or investments. This list is not exhaustive, nor can any one or more of these factors necessarily give 

decisive guidance.”6   

The injury decision typically involves the assessment of changes in industry financial condition during an 

investigation period. While there is some variation in exactly how this investigation period is defined, the typical 

case uses an investigation period of approximately two years, and this investigation period typically ends at some 

time in the year before or the year after the trade investigation is initiated. Usually deteriorating financial 

performance between the two years of the investigation period and the two years prior to the investigation period 

is cited as evidence of injury. It is clear that the determination of injury to domestic producers involves the 

extensive use of affected domestic producers’ accounting data. 

                                                           
4 This definition, which comes from European Council Regulation No. 1225/2009, Article 2, section 3, conforms to the definition in the 

World Trade Organization guidelines. The Regulation is available at http://trade.ec.europa.eu/doclib/docs/2010/april/tradoc_146035.pdf. 
5 “Investigations” available at http://trade.ec.europa.eu/doclib/docs/2013/april/tradoc_151022.pdf. 
6 European Council Regulation No. 1225/2009, Article 3, section 5.  
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Jones (1991) provides an extensive discussion of the incentives that petitioning firms have to manage 

their accounting data to provide more compelling evidence that injury exists in trade cases.7 The incentives to 

report less profitable operations during an antidumping investigation may conflict with other incentives managers 

may have, e.g., to report inflated profitability to appease shareholders, or due to debt covenants or compensation 

agreements. However, because all parties that contract with the firm (with the exception of consumers) stand to 

benefit if the firm receives a favorable ruling, these incentives to report inflated profitability are likely to be 

outweighed on average by the incentives to report diminished profitability during the investigation period.8 

Regulators overseeing the antidumping investigation are unlikely to have incentives to “undo” any earnings 

management because it is unlikely that consumers will find it cost effective to organize and lobby the regulator to 

do so.9 Thus, trade investigations provide powerful incentives to report poor financial performance. To provide a 

more complete understanding of the trade investigation process, we present a description of one case in detail in 

the appendix. 

In our study, we build upon and extend Jones (1991) in several ways. We first update her analysis to 

examine much more recent data. Much has changed both in the world of international trade and in accounting 

since the mid-1980s, not least being the advent of the WTO and its stricter terms on antidumping methodology 

(Barton, Goldstein, Josling and Steinburg, 2006). Therefore, it is ex ante not clear if the original Jones (1991) 

findings are descriptive of current practice.  

Second, the original Jones (1991) study examines only trade investigations that were initiated in the 

United States. Since the United States has arguably the most stringent accounting standards and enforcement in 

the world, it could be argued that Jones (1991) evidence provides a lower bound on the extent to which accounting 

                                                           
7 While Jones (1991) discusses antidumping investigations, her empirical analysis focuses on “general escape clause” trade investigations 

in the United States. These investigations did not require that dumping by foreign producers be proven. She argues that the incentives to 

understate accounting data to show injury are even greater in general escape clause investigations than in antidumping investigations 

because the extent of injury required to get trade relief is higher in general escape clause investigations. While this may be true, the 

incentives to understate accounting data to demonstrate injury in antidumping cases still clearly exist. We examine antidumping cases 

because data on these cases are available internationally. 
8 Outcomes other than the imposition of antidumping duties include rejection of the application for trade remedy, an undertaking (a price 

agreement) established between the European Commission and the exporter, or the withdrawal of the application for trade relief by the 

petitioner (this may be caused for any number of reasons, e.g., lack of petition support from industry peers, inadequate evidence to support 

claims or the establishment of a private sector agreement satisfactory to the petitioner (see, e.g., Prusa (1992) and Staiger and Wolak 

(1994))).  
9 Blonigen and Prusa (2003, p. 11) describe the process by which injury is determined in the U.S. as follows: “Somewhat like the definition 

of pornography, they apparently know injury when they see it… Trends analysis is common, but this essentially means eyeballing charts 

and tables and confirming profits and employment are down. If imports have also increased, the causality connection is assumed.” 
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data are managed internationally in response to trade investigations. International investigations of earnings 

management across a wide range of countries generally find that the United States has the best, or among the best, 

earnings quality, with the least evidence of earnings management, in the world (Leuz et al. (2003), Bhattacharya, 

Daouk and Welker (2003)). Our work sheds light on trade investigations in the EU to provide evidence about 

whether the management of accounting data during trade investigations exists outside the United States. Our initial 

baseline specification includes indicator variables for particular years relative to the date the trade investigation is 

initiated. We predict income decreasing earnings management in period t and t+1 relative to the year in which the 

petition is filed. We include year indicators for periods t-3 and t-2 because these periods are often used as 

benchmarks in assessing the extent of the injury experienced in the petitioning firms’ industry. If petitioning firms 

plan the initiation of their investigation far in advance, there would be incentives to engage in income increasing 

earnings management during these baseline periods to exaggerate the injury calculation.10 We also include an 

indicator variable for period t-1, though predicting what type of earnings management would be incented in trade 

investigations during this period is more difficult because sometimes this period in included in the pre-injury 

baseline period, and sometimes it is included in the injury investigation period. In addition, we include terms for 

periods t+2 and t+3 to capture any reversal of the income decreasing earnings management occurring in periods t 

and t+1 (Dechow, Hutton, Kim and Sloan, 2012). The optimal earnings management pattern in this setting would 

be to inflate earnings in periods t-3 and t-2, then have this income increasing earnings management reverse during 

periods t and t+1, exaggerating the perceived injury due to dumping. If this pattern is what we observe, then there 

would not be reversals in periods t+2 and t+3 because the accrual reversal would occur in periods t and t+1. In 

order to limit the number of indicator variables included in our subsequent empirical testing, we also present 

baseline results that collapse periods t-3, t-2 and t-1 into a new variable (Pre) capturing average earnings 

management during the pre-injury baseline period, periods t and t+1 into a new variable (Current) capturing the 

                                                           
10 This notion is anticipated by several authors in early work. For example, Hillman, Katz and Rosenberg (1987) develop a model in which 

firms hire excessively in up market conditions so they can point to the dismissal of larger numbers of workers when responding to an import 

shock, thereby increasing the likelihood of a positive injury determination. Leidy and Hoekman (1991) also suggest strong incentives for 

petitioning firms to “orchestrate the appearance of injury”, leading to their theory of spurious injury. These papers sit in a broader literature 

to which our paper relates which studies directly unproductive profit seeking or rent seeking, a general concept first outlined by Bhagwati 

(1982).  
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average earnings management during the injury investigation period, and periods t+2 and t+3 into a new variable 

(Post) to capture any reversal of earnings management that occurs during the post injury determination period. 

Our first hypothesis predicts that petitioners in trade investigations engage in earnings management 

around the time of the investigation. We expect to see the strongest results during the Current time period in our 

tests but our specifications also test for earnings management before and after that primary test period. 

We next consider case-based incentives that vary across firms. The process of assigning duties in 

antidumping trade investigations in the EU follows a two-step process. The European Council regulation 

describing protections against dumped imports in the EU notes that “the amount of the antidumping duty shall not 

exceed the margin of dumping established but it should be less than the margin if such lesser duty would be 

adequate to remove the injury to the Community industry”.11 In other words, two potential duties are calculated, 

a dumping margin and an injury elimination margin, and the final duties assessed in the case are the lower of these 

two margins. The dumping margin is defined in the European Council regulation as “the amount by which the 

normal value exceeds the export price”.12  Normal values are prices paid in arms-length transactions in the 

exporting country, though in some circumstances a constructed normal value or a proxy country normal value are 

used. The export price is defined in the European Council regulation as “the price actually paid or payable for the 

product when sold for export from the exporting country to the Community”, though again there are circumstances 

in which adjustments are made in arriving at this price.13 The regulations do not provide detailed guidance 

indicating how the injury elimination margin is to be calculated, but anecdotally from our review of decisions this 

is often calculated as the increase in price needed to bring the industry back to the profitability levels that existed 

prior to the injury investigation period. 

We assume that the firms initiating a trade investigation would have reasonable foresight about whether 

injury elimination margins or dumping margins are likely to be the predominantly used margins in their case. We 

believe that this assumption is reasonable because the petitioning firms have to gather data that would allow them 

to estimate both the injury elimination and dumping margins in their case. Petitioning firms are required to provide 

                                                           
11 European Council Regulation No. 1225/2009, Article 9, section 4.  
12 European Council Regulation No. 1225/2009, Article 2, section 12. 
13 European Council Regulation No. 1225/2009, Article 2, section 8. 
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information including, for example, “…a complete description of the allegedly dumped product, information on 

prices at which the product in question is sold when destined for consumption in domestic markets…information 

on prices at which the product is sold…to a third country or information on the constructed value of the product… 

and information on export prices”.14 This is the information needed to determine dumping margins. In addition, 

the petitioning firms must provide “information on changes in the volume of the allegedly dumped imports, the 

effect of those imports on prices of the like product on the community market, and the consequent impact of the 

imports on the community industry”.15 This is the information needed to determine injury elimination margins. If 

petitioning firms are able to correctly anticipate when injury elimination margins are likely to be utilized in setting 

final duties, the earnings management incentives to exaggerate the extent of injury are particularly strong because 

in those cases the managed accounting data map directly into the magnitude of the ultimate duties imposed on 

exporting firms and the trade relief the petitioning firms receive.16 Our second hypothesis predicts that the earnings 

management by firms petitioning for trade relief in the EU is concentrated in firms initiating investigations in 

which tariffs are more likely to be based on injury elimination margins. 

 The European Commission, like other trade regulators, assesses injury at the industry level, not at the 

level of the individual firm. As such, there are free-rider and coordination problems among firms that belong to 

the allegedly affected industry in the EU. Individual firms have an incentive to be free-riders that do not manage 

earnings to help bolster the case that the industry has been injured. This allows these firms to avoid the potential 

costs associated with income decreasing earnings management to show injury while relying on other firms’ 

accounting data to present a persuasive case in favor of an affirmative injury ruling. The potential costs of income 

decreasing earnings management stem from the uses of accounting data in capital markets and in contractual 

settings. As the number of firms associated with the petition for import relief increases, we expect that the 

incentives to be a free-rider, and the costs of coordinating earnings management activities across petitioners to 

avoid free-rider problems, increase. In addition, in cases with two or more sample petitioning firms, we expect 

the costs of coordinating earnings management activities and preventing free-rider problems to increase as the 

                                                           
14 European Council Regulation No. 1225/2009, Article 5, section 2. 
15 European Council Regulation No. 1225/2009, Article 5, section 2.  
16 Interestingly, the international law firm of Holman, Fenwick, Willan, LLP, advertises a service that would assist clients in determining 

these two margins. As their webpage notes, “We regularly advise clients on the preparation of… antidumping questionnaire replies and 

perform dumping and injury margin simulations”, quoted from: http://www.hfw.com/Anti-dumping. 
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distance between the petitioners increases. This would result in diminished earnings management in those cases 

that have a greater number of sample firms joining together to petition for import relief and in cases in which the 

petitioning firms are more distant. Our third hypothesis predicts that the earnings management by firms petitioning 

for trade relief in the EU is concentrated in firms initiating investigations with fewer petitioning firms or with 

geographically closer petitioning firms. 

 The trade literature recognizes that potential retaliation can affect how countries impose tariffs in 

antidumping investigations. Blonigen and Bown (2003) find that U.S. decisions are more likely to be in favor of 

trade relief when the threat of retaliation (or more directly, the capacity to retaliate) of the foreign country is lower. 

Prusa and Skeath (2002) examine antidumping cases filed around the world in the 1980s and 1990s and find that 

a large number of cases are filed against countries that had previously initiated antidumping cases against the 

filing country. This effect was particularly pronounced for cases initiated against the jurisdictions with long-

established use of antidumping tariffs such as the EU, Australia, Canada and the United States. Nearly 90% of 

cases launched against those jurisdictions were initiated by countries with a retaliation motive. This suggests that 

petitioning firms located in countries that have high levels of exports to the countries accused of dumping products 

in their investigation will face a higher hurdle in order for their case to receive affirmative decisions that lead to 

trade remedies. This is true because the EU regulator will be more hesitant to impose trade sanctions against 

countries that import a significant amount of goods from the petitioning firms’ host country(ies), and the 

petitioning firms’ host country(ies) is less likely to lobby the European Council to impose tariffs when the threat 

of retaliation is high.17 Therefore petitioning firms located in countries that have a high level of exports to the 

countries accused of dumping goods in their petitions for trade relief may have heightened incentives to engage 

in income decreasing earnings management so that their injury appears more severe. Since there will be a bias 

against imposing tariffs in their investigation, a more severe level of injury will be necessary in order for the 

petitioner to justify trade relief. Our fourth hypothesis predicts that the earnings management by firms petitioning 

for trade relief in the EU is concentrated in firms initiating investigations against countries that receive high levels 

of imports from the petitioning firms’ home countries. 

                                                           
17 We thank Donal Byard for bringing this possibility to our attention. As we discuss earlier in this section, the interests of individual 

member states can influence the process leading to the imposition of tariffs at the stage of the vote by the European Council, if not before. 
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Next we discuss cross-sectional predictions arising from factors associated with earnings management that 

are suggested by the prior literature. Our setting provides firms with predictable incentives to engage in income 

decreasing earnings management around the trade investigation initiation. For firms with a need for external 

financing, the capital market consequences of income decreasing earnings management could moderate the 

benefits the firm receives in the form of trade remedies. Accordingly, we predict that firms that raise either debt 

or equity capital during the Current time period face weaker incentives to engage in income decreasing earnings 

management. There is tension around this hypothesis, however, because it is possible that external capital 

providers could be aware of the incentives for earnings management in our setting and adjust financing terms 

accordingly, effectively eliminating any penalties for firms engaging in earnings management and seeking 

external financing.18 Our fifth hypothesis predicts that the earnings management by firms petitioning for trade 

relief in the EU is concentrated in firms that do not raise debt or equity capital around the trade investigation. 

The past literature also provides mixed results about how country level regulatory institutions such as the 

rule of law, regulatory efficiency, and legal enforcement affect earnings management incentives. Leuz et al. (2003) 

document that legal enforcement is associated with reduced earnings management in broad samples of firms 

around the world. Burgstahler et al. (2006) find that better legal enforcement is associated with reduced earnings 

management in both public and private firms in the EU. In contrast, Ahmed, Neel and Wang (2013) also utilize 

very broad samples and find that IFRS adoption is associated with increased earnings management in countries 

with stronger country level institutions. Hence, the relation between country level institutions and earnings 

management incentives remains an open empirical issue. In addition, we examine income decreasing earnings 

management that is beneficial to stakeholders other than consumers, so it is not clear that results from the past 

literature will generalize to our setting. Accordingly, our sixth hypothesis is not directional and predicts that the 

earnings management by firms petitioning for trade relief in the EU differs between firms domiciled in countries 

with better regulatory institutions and legal enforcement and firms domiciled in countries with worse regulatory 

institutions and legal enforcement. 

                                                           
18 Godsell (2016) provides evidence related to this point. For a sample of U.S. firms initiating antidumping investigations, he finds that the 

market does adjust the valuation of managed (and therefore less persistent) earnings, but only when firms file their second or subsequent 

petition. The market does not adjust the valuation of earnings for first-time petitioners, which dominate our sample. 
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Section 3 – Sample Selection and Descriptive Data 

We obtain data from the World Bank on 743 unique product-country investigations undertaken in the EU 

between 1980 and early 2012.19 There are around 1,000 domestic EU producers that are named as the potentially 

injured parties in these investigations, and the investigations examine whether dumping has been undertaken by 

nearly 2,000 foreign producers who export their goods to the EU. We begin our sample construction by matching 

the firms identified as petitioners in the World Bank database with the ORBIS database by Bureau van Dijk. The 

online version of ORBIS provides historical data for 10 years, and Bureau van Dijk provided us with a “snapshot” 

of the database as of 2002 to provide additional historical data from 1992-2002. All told, we have access to up to 

21 years of historical data for public and private firms domiciled in the EU.20 We use matching software provided 

by Bureau van Dijk to provide initial matches based on company names and then manually inspect the matching 

candidates to ensure that we are appropriately matching petitioning firms with ORBIS firms. We are able to 

identify 240 petitioning firms in the ORBIS database. Since some petitioning firms are involved as petitioners in 

more than one trade investigation, these 240 firms give rise to 285 firm-case events that are used in our subsequent 

empirical analysis.21  

Panel A of Table 1 shows the countries where we are able to identify petitioning firms. The sample covers 

17 different jurisdictions in the EU with 22% of our sample in Italy, the home to the most petitioning firms in our 

sample. We find only two sample firms, or 1% of our total, in each of Lithuania, Slovenia and Slovakia. There 

are 20 or more firms identified in six countries, namely Belgium, Germany, Spain, France, the United Kingdom 

and Italy. Panel B of Table 1 shows the industry composition of our sample. Given that our sample is constructed 

from firms seeking trade remedies, it is not surprising that our sample is concentrated in industries that produce 

                                                           
19 For the underlying data about antidumping investigations, and a description of the data, see Bown, Chad P. (2012) "Global Antidumping 

Database,” available at http://econ.worldbank.org/ttbd/gad/  
20 There are up to 21 years of data because the ORBIS database (both online and our “snapshot” of the database as of 2002) contains the 

most recent ten years of data for each firm. For example, the online version of the database we accessed contains 2003 to 2012 data for 

firms with 2012 data available and 2002 to 2011 data for firms that did not yet have updated 2012 data in the database. This also applies to 

the “snapshot” data we received as of 2002. As such, the full database spans up to 21 years from 1992-2012. We initially planned to acquire 

our data from Amadeus, another Bureau van Dijk database covering the EU in particular. ORBIS is a broader database with international 

coverage. We did not use Amadeus to acquire financial statement data for our sample firms because we discovered that Amadeus does not 

contain data for dead firms. Because Amadeus only contains data for surviving firms, it is subject to potential survivorship bias. 
21 A few of these firm-case events that fall very early or very late in our sample period do not have data available for all the event years we 

examine. Nevertheless, we utilize the available data for these firm-case events. We also hoped to use the EU setting to examine the earnings 

management activities of private versus public firms (Ball and Shivakumar (2005) and Burgstahler et al. (2006)) and to examine the effects 

of IFRS adoption on the earnings management activities of public firms. Unfortunately the small number of public sample firm observations 

(40) precluded an examination of either of these issues. 

http://econ.worldbank.org/ttbd/gad/
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tradable goods. The sample is dominated by manufacturing, durable and non-durable goods companies. Finally, 

Panel C shows the time periods when trade investigations are initiated by sample firms. There is no evidence of 

strong clustering in time or obvious time trends in the sample observations, though there is some indication of 

reduced trade investigation initiations during the post-crisis years of 2008, 2010 and 2011. The number of 

observations in 2011 also reflects the fact that some of the 2011 investigations were not completed at the time of 

our data collection. 

We supplement our sample of trade petitioning firms with a matched sample of similar firms to provide 

more non-event observations to estimate model parameters. While many studies of discretionary accruals form 

estimation samples based on similar industry composition, this approach is not appropriate in our setting. While 

petitioning firms in the industry may have the strongest incentives to engage in earnings management because 

they know the petition will be filed, it is conceivable that non-petitioning members of the industry could also be 

engaging in earnings management around the initiation of the petition. This is a reasonable expectation because 

the European Commission also considers industry data to assess injury, not just the data of the petitioning firms. 

Indeed, in Jones (1991) investigation of earnings management during trade investigations in the United States, 

she examines 23 firms, only 14 of which are named as petitioners. While she does find that earnings management 

appears more pronounced in petitioning firms, there is also some evidence of earnings management by non-

petitioning firms in the affected industry. We follow the advice of Ecker, Francis, Olsson and Schipper (2013) 

and create a matched sample based on firm size rather than industry.22 In addition to matching on firm size, we 

also include a performance-based match in which we select firms that are close to our sample firms in Return on 

Assets (ROA) in the event year. We further follow Gonzalez, Schmid and Yermack (2013) and identify five 

matching firms for each sample firm to form our estimation sample. These matching firms are drawn from the 

population of firms in the same country as the petitioning firm, and we also restrict this matching algorithm to 

match only public firms to public petitioning firms and only private firms to private petitioning firms. Specifically, 

we identify potential matching firms that meet the above two restrictions that have an ROA within 0.1 of the 

                                                           
22 They report that estimation samples based on similarity in size “perform at least as well as estimation samples based on industry 

membership in detecting discretionary accruals”, while permitting less sample attrition than industry-based matches (Ecker et al., 2013, p. 

190).  
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sample firm during the event year.23 From that subset of firms, we select the five firms that are closest to the 

sample firm in lagged total assets. This provides a substantial increase in the estimation sample while imposing a 

restriction that should ensure that petitioning firms and matched firms are relatively similar in size, performance, 

country and legal form.24  

Panel A of Table 2 provides descriptive data on the sample of petitioning firms, the matched firms, and 

the combined sample. Consistent with the prior literature, total accruals are on average negative with a central 

tendency around -3.5 to -4.0 percent of lagged total assets. As Panel A reveals, our matching algorithm is 

successful in identifying a set of matching firms very similar in total assets, cash flows and accruals to the sample 

of petitioning firms. Panel B of Table 2 shows the time-series pattern of total accruals, working capital accruals 

and operating cash flow around the trade investigation initiation date. The time-series of both total and working 

capital accruals reveal lower total and working capital accruals in year t+1, and operating cash flows appear lower 

than normal in years t-1 and t. Panel C of Table 2 shows the sample composition across the primary sample-wide 

cross-sectional partitioning variables that we utilize in testing hypotheses two through six. These data indicate that 

our sample partitions provide relatively independent sorts of sample firms except not surprisingly our partitions 

based on different measures of legal enforcement and regulatory quality do produce overlapping sorts of the data.25 

Section 4 – Research Design 

Accounting earnings consists of two components, actual cash flows during the period and a variety of 

accounting accruals that are intended to account for events that affect economic performance in the current period 

but do not result in cash flows in the current period. Examples of these accruals are treating the costs of producing 

inventory as an asset until the goods are sold, even though the cash is spent when the goods are manufactured, 

                                                           
23 Results are qualitatively similar if we match on size but do not match on ROA.  
24 We perform this matching with replacement, so that one matched firm can be assigned to more than one sample firm. We do this so that 

when we later partition our sample each sample firm has the best set of five matching firms. In the full sample, this means that there are 

fewer matched firms than would be implied by taking the number of sample firms and multiplying by five. Consequently, most of our 

samples that are partitioned in subsequent analysis have a total number of observations that exceed the total number of observations in the 

full sample as the data for a single matched firm may be used in both subsamples generated by any given sample partition.  
25 To further ensure that the cross-sectional tests we perform identify unique factors associated with the incentives for earnings management 

in our setting, we included interactions between indicator variables for each of our partitioning variables and our event time indicators in a 

single model. We used only the time varying regulatory quality measure as the institutional quality variable in that model. The coefficients 

on these interaction terms were negative and significant except those involving regulatory quality and # of petitioners <= 2. Further testing 

revealed that if we drop the interaction involving proximate petitioners then the interaction with # of petitioners <= 2 becomes significantly 

negative. This again suggests that our cross-sectional tests are relatively independent but does suggest that our coordination related variables 

are less so. These results are reported in the online appendix. 
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and recording both receivables and payables that result from selling or purchasing goods on trade credit. We focus 

on the accrual component of earnings as this component involves estimates and is therefore subject to 

manipulation.26 Our setting allows for identification of the period(s) when firms have incentive to manage their 

accounting earnings. We first perform a systematic review of the preliminary investigation decision documents 

and find that the injury determination decision in the EU generally involves a comparison of accounting and other 

data over a four year period, though in a few cases a somewhat longer or shorter total investigation period for 

injury determination is employed. In the vast majority of cases, this period ends within the two year period 

centered on the date the investigation is initiated. In other words, the four year injury investigation period typically 

ends sometime between one year before and one year after the investigation is initiated. Further, injury is quite 

consistently determined based on whether there is a decline in the petitioning industry’s financial performance 

between the beginning of the four year period and the end of the four year period. In the typical case there is an 

affirmative decision about injury because of a decline in financial performance between the first two years of the 

injury investigation period and the final two years of the injury investigation period. The upshot of this discussion 

is that the injury investigation process provides clear incentives for firms to engage in income decreasing earnings 

management in the year that the trade investigation is initiated and the following year. If the petitioning firms have 

sufficient foresight to know that they will launch a trade investigation in the future, the process also provides 

incentives to engage in income increasing earnings management in the two or three years preceding the launch of 

the investigation. Our empirical specification allows for this possibility, though we do not predict this latter form 

of earnings management because it is not clear that firms would have this much foresight about future investigation 

initiations.  

 Our model is an expanded version of the Jones (1991) model. Following McNichols (2002), we 

incorporate the lead, lag and contemporaneous cash flow terms suggested by Dechow and Dichev (2002). We also 

incorporate other time varying firm characteristics suggested by the past literature. Our design also captures 

                                                           
26 The incentives in this setting do not clearly translate into real earnings management predictions. Consider real earnings management 

through over or under production, for example. If petitioning firms under produce, for example, this would increase cash flows, decrease 

earnings, and decrease inventories. The increase in cash flows and decrease in inventory would be damaging to their injury case, while the 

decrease in earnings would be beneficial. Hence while we think the setting provides clear and compelling accrual management incentives, 

the incentives for real earnings management are less clear. Nevertheless, we conducted an additional test to examine this possibility that 

we describe in footnote 28. 
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additional modifications suggested by Dechow et al. (2012) as we incorporate indicator variables for time periods 

that correspond to periods that could contain both initial earnings management and the reversal of earnings 

management. Our expanded modification is slightly more complex than theirs in that they incorporate only two 

time periods, the period of the earnings management and the reversal period, while we include separate yearly 

indicator variables for a seven year period around the investigation.27 This base model has a long history of use to 

detect accrual manipulation in the accounting literature, and Dechow et al. (2012) provide extensive evidence 

related to the performance of the model. Our setting provides us with reasonable priors about the timing and 

direction of the earnings management, which should improve the power of our tests to detect earnings 

management. To control for firm characteristics that may also affect firms’ accruals choices, we include proxies 

for firm size, leverage, growth, operating volatility and net operating assets (Burgstahler et al. 2006; Barton and 

Simko, 2002). Finally, to further mitigate the concern that the decline in accruals simply reflects poor performance 

resulting from dumping rather than earnings management, we include the median contemporaneous stock return 

for all public firms in the corresponding Fama-French 30 industry from the country that is home to the petitioning 

firm. We do not proceed in two stages, with a first stage identifying discretionary accruals and a second stage 

explaining variation in discretionary accruals. Chen, Hribar and Melissa (2016) report that using two-step 

regression procedures when there are correlations between explanatory variables can result in biased coefficient 

estimates and standard errors, leading to type 1 and type 2 errors. They suggest single-step procedures as the most 

basic solution to this problem. Specifically, we initially estimate the following equation: 

 WC_ACCi,t or TOT_ACCi,t = α0 + β0 1/TotAssetsi,t-1 + β1 PPEi,t + β2 (ΔREVi,t – ΔARi,t) + β3 CFOi,t 

+ β4 CFOi,t-1 + β5 CFOi,t+1 + β6 Event Year t-3i,t + β7 Event Year t-2i,t + β8 Event Year t-1i,t + β9 

Event Yeari,t + β10 Event Year t+1i,t + β11 Event Year t+2i,t + β12 Event Year t+3i,t + β13 Event Firm 

                                                           
27 Occasionally, there are two petitions involving the same firm that are close enough in time that a single fiscal year for that firm could 

fall somewhere in the expanded event period for more than one case. When that occurs we let the earlier event determine the event period 

coding for all fiscal years up to the fiscal year in which the subsequent petition is filed, at which time the event coding is determined by the 

subsequent event. For example, consider a firm with petitions filed in early 2005 and early 2008 with a December 31 fiscal year end. The 

December 31, 2004 fiscal year is coded as the event year (zero) for the 2005 case, and the 2005 and 2006 fiscal years are coded as event 

years + 1 and +2, respectively. The 2007 fiscal year is coded as an event year (zero) due to the subsequent case filed in 2008, and this year 

is not coded as an event year +3 based on the 2005 case. In this way each fiscal year is identified with only one event period indicator 

variable, and the coding presumes that the incentives related to the subsequent case dominate beginning with the year when that case is 

filed. We use an analogous procedure to code the condensed event indicators in equation (2). If we change this procedure and allow a single 

fiscal year to be coded as one for more than one event period indicator there is no change in our inferences. 
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Indicatori + β14 Sizei,t + β15 Leveragei,t + β16 Growthi,t + β17 Std(Sales)i,t + β18 NOAi,t-1 + β19 Returni,t 

+ Country Fixed Effects + Industry Fixed Effects + Year Fixed Effects + εi,t  (1) 

All continuous variables are scaled by TotAssetsi,t-1, which is lagged total assets. WC_ACC is working 

capital accruals, defined as the change in current assets minus the change in current liabilities minus the change 

in cash plus the change in short-term debt. TOT_ACC is total accruals, defined as WC_ACC minus depreciation. 

Event Year is the fiscal year that ends closest to the date on which the European Commission initiates its 

investigation. ΔREV is the change in sales revenue and ΔAR is the change in accounts receivable. PPE is net 

property, plant and equipment. CFO is cash flow from operations. Size is the natural logarithm of total sales 

revenue. Leverage is book leverage, defined as long-term debt plus the current portion of long-term debt, scaled 

by total assets. Growth is sales growth, defined as sales growth from t-1 to t. Std(sales) is operating volatility, 

defined as the standard deviation of sales over the past three years, i.e., t, t-1, t-2. NOA is net operating assets, 

calculated as the sum of shareholders equity and interest-bearing debt, minus cash assets, scaled by sales. Return 

is the median contemporaneous annual excess stock return (annual raw return minus the market index return) for 

all public firms that are from the same Fama-French 30 industry from the country that is home to the petitioning 

firm. We extract return data from Worldscope. We cluster standard errors by firm and year. 

 As mentioned earlier, we also estimate a collapsed version of this model in which we replace the 

individual year indicator variables with variables that capture average earnings management during a pre-injury 

period consisting of event years t-3, t-2 and t-1 (Pre), a current injury period indicator variable measuring average 

earnings management during the injury determination years t and t+1 (Current), and a post injury determination 

indicator variable measuring average earnings management during periods t+2 and t+3 (Post): 

WC_ACCi,t or TOT_ACCi,t = α0 + β0 1/TotAssetsi,t-1 + β1 PPEi,t + β2 (ΔREVi,t – ΔARi,t) + β3 CFOi,t 

+ β4 CFOi,t-1 + β5 CFOi,t+1 + β6 Prei,t + β7 Currenti,t + β8 Posti,t + β9 Event Firm Indicatori + β10 

Sizei,t + β11 Leveragei,t + β12 Growthi,t + β13 Std(Sales)i,t + β14 NOAi,t-1 + β15 Returni,t + Country Fixed 

Effects + Industry Fixed Effects + Year Fixed Effects + εi,t             (2) 

All other variables are defined as in equation (1). 

Based on the past literature, we expect accruals to be positively related to cash sales growth, lead and 

lagged cash flow, and negatively related to current period cash flows. Since fixed assets generate depreciation 
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charges, PPE is expected to be negatively related to TOT_ACC. We include an event firm indicator variable to 

capture any systematic differences in accruals between petitioning firms and matching firms outside the event 

window. We include country and industry fixed effects to capture any systematic differences in accruals across 

EU countries or industries represented in our sample. We include year fixed effects to capture any sample-wide 

shifts in accruals through the changing economic conditions that characterize our sample period. Our primary 

empirical predictions are that discretionary accruals will be significantly negative during the Current time period 

in the collapsed specification, or the individual year indicator variables for the years that fall in the Current period 

in the expanded specification, and that these coefficients will vary across firms or over time as discussed in our 

hypotheses. Specifically, our primary empirical prediction is that one or both of β9, and/or β10 in equation (1) will 

be negative and that β7 will be negative in equation (2). As discussed above, it is also conceivable that the data 

may reveal significantly positive abnormal accruals for the Pre and Post indicators in the collapsed specification, 

or the individual year indicator variables for the years that fall in the pre or post period in the expanded 

specification, consistent with either income increasing earnings management prior to the initiation of the trade 

investigation to maximize the apparent injury attributed to dumping or for other reasons, or with the reversal of 

the income decreasing accruals occurring after the Current period. 

 Section 5 – Empirical Analyses 

Section 5.1 Main Results 

 Table 3 provides the results of estimating equations (1) and (2) on the full sample of petitioning firms and 

the matched firms as described in Section 3. We begin with a discussion of the results from the expanded 

specification detailed in equation (1), which are reported in columns (1) and (2). Consistent with H1, both total 

accruals and working capital accruals are significantly negative in both the event year and event year +1. The 

magnitude of these discretionary accruals is also economically significant, with discretionary accruals lowering 

reported return on assets more than 1% in the event year and year +1. There is also some evidence of positive 

abnormal accruals in the years preceding the initiation of the investigation as event year -2 exhibits significantly 

positive discretionary total accruals. The other coefficients for years -3, -2 and -1 are positive but not significant 

at conventional levels. Given the pattern of discretionary accruals that we observe between event years -3 and +1 

(positive but generally insignificant in years -3, -2 and -1, and negative and significant in years 0 and +1), it is not 
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surprising that we do not observe discretionary accruals reversals during event years +2 and +3. The control 

variables in the model have predicted signs and are largely consistent with the prior literature. Specifically, 

accruals are positively related to cash sales growth, lead and lag cash flows, and negatively related to current 

period cash flows. Property, plant and equipment gives rise to depreciation expense and is therefore negatively 

related to total accruals. The event firm indicator variable is insignificant in both regressions, indicating that our 

event firms’ accruals do not differ from the matched sample outside the event window. Accruals increase with 

firm size and growth and decrease with leverage, operating volatility and net operating assets. Accruals are 

generally unrelated to industry-wide contemporaneous returns. 

 Columns (3) and (4) provide the results of the collapsed specification detailed in equation (2). The results 

from the collapsed specification are consistent with the results from the expanded specification. Total accruals 

and working capital accruals are positive but insignificantly different from zero during the Pre period. Both total 

accruals and working capital accruals are significantly negative during the Current time period, and both types of 

accruals are not different from zero during the Post period. The coefficients on the other variables in the model 

are predictably very similar in the expanded and collapsed specifications. Given the consistency of the results, we 

report all subsequent results using the simplified collapsed specification. We have also reproduced all of our 

analyses using the expanded specification and the primary inferences from the analysis are unaffected.28  

 We also ran an expanded specification in which we interacted our event dummy variables (either just 

Current or all of Pre, Current and Post) with each of the three cash flow terms in the model. This allows for the 

possibility that cash flows are unusual during these periods due to actual injury or for other reasons, and that this 

creates an unusual relationship between cash flow and accruals during our event period. Some of the event period 

indicators interacted with lagged cash flows have positive coefficients but our inferences are not affected by this 

expansion of the model. We also created similar interaction terms between our event indicator variables and 

ΔREV-ΔAR, and between our event indicator variables and RETURN. The RETURN interactions are all 

insignificant, but there is evidence that accruals show heightened sensitivity to cash revenue shocks during our 

                                                           
28 The ORBIS data we use in this investigation in the EU provides too little income statement detail to estimate models of real earnings 

management except for the abnormal cash flow model from Roychowdhury (2006). That test shows no evidence of real earnings 

management.  
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event periods. Our main result of negative abnormal accruals during the Current time period is unaffected (actually 

slightly stronger) by this change in specification.  

We also create two alternative matched samples in which we match on ∆ROA rather than ROA. The first 

alternative sample is created using matching firms with ∆ROA within 0.05 of the sample firms and the second is 

created using matching firms with ∆ROA within 0.025. This provides a sample of matched firms that are 

experiencing a similar shock to performance rather than a similar level of performance. Our primary inferences 

are unchanged with these alternative matched samples.  

To ensure that our sample firms respond similarly to our control firms to economic shocks, we create 

pseudo-events based on the years with the largest positive and largest negative GDP change, or based just on the 

years with the largest negative GDP change to capture negative events. We repeat our tests using these pseudo-

events and find that all event indicator variables are insignificant, suggesting that the accruals of our treatment 

firms and control firms respond similarly to economic shocks. These additional tests enhance confidence that our 

tests are identifying earnings management rather than actual economic injury resulting from dumping. The results 

from these tests are tabulated and reported in the online appendix. 

While our primary specification includes an event firm indicator variable to capture any systematic 

differences in accruals between petitioning firms and control firms, this specification does not allow for firm 

specific differences in accrual behavior across petitioning firms. To ensure that our results are not affected by this 

restriction, columns (5) through (8) of Table 3 show our main results when we replace the industry and country 

fixed effects and the event firm indicator variable with firm fixed effects. Columns (5) and (6) show the results of 

our expanded specification and columns (7) and (8) show the results of our collapsed specification. The results 

from this specification are similar to the main results reported in columns (1)-(4). Not surprisingly model R2s are 

somewhat higher with firm fixed effects.29 

Section 5.2 Cross-sectional tests based on setting specific economic factors 

                                                           
29 This specification is arguably closer to the specification utilized by Jones (1991) who estimates regressions on firm by firm basis. Jones 

(1991) has a median of 28 (minimum of 14) years prior to her event years to estimate model parameters for each firm. We have a maximum 

of 20 and an average of about 9 years of data per firm, including event periods and periods after the event year. This precludes firm level 

estimation for our sample. 
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After establishing sample-wide evidence consistent with earnings management, we next examine a 

number of case specific factors that we predict will create cross-sectional variation in the incentives for earnings 

management in our setting. Our first sample partition is based on case-level variation in how the duties (if any) 

applied in the case are determined. As we discussed earlier, a higher percentage of injury elimination margins 

used in the case increases earnings management incentives because injury elimination margins are a function of 

injury and are determined by petitioning firms’ accounting data. Since the assignment of injury elimination 

margins versus dumping margins as the final duty amount varies by exporting firm and is not uniformly applied 

at the case level, we initially partition our sample using the median percentage of exporters assessed injury 

elimination margins versus dumping margins. In particular, cases in which more than 33% (the median) of the 

duties assigned are based on injury elimination margins are considered high use of injury elimination margin 

cases, and cases in which 33% or less of the duties are based on injury elimination margins are considered low 

use of injury elimination margin cases. 30  Our prediction is that earnings management around the trade 

investigation will be concentrated in the high use of injury elimination margin sample. As discussed earlier, this 

test helps provide confidence that our tests are capturing earnings management in response to the incentives 

present in our setting because this test directly varies the strength of those incentives. 

 Our results of estimating equation (2) for this partition are presented in Table 4. In Table 4 and all 

subsequent tables, we include the firm characteristics as controls but do not report their coefficients to conserve 

space. The online appendix provides tables that include the coefficients on firm control variables. Columns (1) 

and (2) report the results for the low use of injury elimination margin sample and columns (3) and (4) report the 

results for the high use of injury elimination margin sample. The coefficients on the Current period indicator are 

insignificantly different from zero in the low use of injury elimination duty sample in columns (1) and (2) but 

these coefficients are negative and economically and statistically significant in the high use of injury elimination 

margin sample in columns (3) and (4). Tests of differences in coefficients reveal that the coefficients on the 

Current time period are significantly more negative in the sample with high use of injury elimination margins. 

                                                           
30 Ideally, we would base this partition on the proportion of the volume of exports into the EU that are assigned injury elimination margins, 

not the proportion of exporting firms. Unfortunately this information is not available to us. We explore the sensitivity of our results to this 

33% threshold later. 



  

26 

 

This is consistent with the prediction in our second hypothesis that higher use of injury elimination margins 

provides enhanced incentives for earnings management. Given the cost-benefit tradeoff that would have to 

accompany any decision to engage in earnings management, it appears that sample firms are rationally anticipating 

when the benefits of earnings management will be greater and responding accordingly.31 

 It is also possible that actual injury is more severe in cases with more use of injury elimination margins. 

On the one hand this is possible because these cases have relatively high dumping margins. On the other hand, 

injury elimination margins are used only when they are lower than dumping margins, which suggests that this 

partition does not necessarily identify the most injured firms. We also note that the Pre coefficients and the 

coefficients on the cash flow and return variables appear quite consistent across the panels. This does not appear 

consistent with this sample partition identifying firms with more or less actual injury. 

To examine the sensitivity of our choice of the median percentage of exporters assessed the injury-based 

duty as the point distinguishing high and low use of injury elimination margins, we experiment with other choices 

of benchmarks. Specifically, we examine two alternative definitions of high use of injury elimination margins. 

First we classify as high use any investigation in which there is at least one injury elimination margin assigned. 

Second, we classify as high use any investigation in which half or more of the margins are based on injury. If our 

conjecture that greater use of injury elimination margins enhances the incentives to engage in earnings 

management, then earnings management should increase as we move from at least one, to the median (1/3), to 1/2 

injury elimination margins. Table 5 displays the results for the high use of injury elimination margins sample for 

each of the three alternative definitions. This table reveals that each of these samples is associated with statistically 

and economically significant earnings management evidenced by the coefficients on the Current period indicator, 

and importantly, the evidence of earnings management increases along with the threshold for assigning firms to 

the high use of injury elimination margins sample. This is the pattern we would expect to observe if firms had 

accurate ex ante assessments of the ex post observed use of injury elimination margins and the use of those margins 

created greater incentives for earnings management. 

                                                           
31 As discussed in more detail in footnote number 24, the total observations reported across the two subsamples in Table 4 exceeds the total 

observations reported in the full sample in Table 3 because of how we implement the matching algorithm to produce the matched sample. 
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 Next we examine the effect of the number of sample firms named in the petition for import relief on 

earnings management.32 Since antidumping investigations are initiated on behalf of an entire EU industry, there 

are free-rider and coordination problems that arise when there are multiple firms in the EU industry. In fact, 

Feinberg and Hirsch (1989) find that U.S. industries with more firms are less likely to petition for import relief, 

which is consistent with the idea that coordination costs and free-rider problems are more severe in industries with 

more firms. When there are more sample firms named on the petition, we expect that it is more difficult to control 

free-rider problems and that the costs of attempting to coordinate earnings management activities across firms 

increase. As a result, firms involved in these petitions are less likely to engage in earnings management to increase 

the apparent injury suffered by the EU industry because each individual firm is less sure that other firms in the 

industry will do likewise. Since the median case in our sample has two sample firms named in the petition, we 

partition the sample based on cases with one or two sample petitioning firms and cases with more than two sample 

petitioning firms. 

 The results of this analysis are reported in Table 6. Columns (1) and (2) report the results for the sample 

cases with more than two petitioning firms and columns (3) and (4) report the results for the sample cases with 

one or two petitioning firms. The coefficients on the Current time period are negative and significant when there 

are one or two petitioning firms, but are not significantly different from zero when there are more than two 

petitioning firms. Tests of differences in coefficients reveal that the coefficients on the Current time period are 

significantly more negative in the sample with only one or two petitioners for both total accruals and working 

capital accruals. These results are generally consistent with our third hypothesis. 

We also conduct a test that examines geographic distance as another potential factor affecting coordination 

costs and free-rider problems. We measure distance as the sum of the distances between all sample petitioners in 

the case. Table 7 presents results when we partition the sample of investigations with two or more petitioners 

                                                           
32 We base this analysis on the number of sample firms initiating the petition rather than on the number of firms named in the original 

petition because in some cases industry associations rather than individual firms initiate petitions. It is sometimes, but not always, possible 

to distinguish trade associations from firms among the entities named as petitioning parties in the petition, so it is not possible to construct 

an accurate list of the total number of petitioning firms for each petition. When we partition our sample based on the median number of 

petitioning entities (without distinguishing between trade associations and firms, and including all petitioning entities, not just those in our 

sample), we continue to find that the Current period indicator only has a significantly negative coefficient in the low number of petitioners 

sample. However, the p-value for the test of differences in the Current period coefficient between the low and high number of petitioners 

samples is between 0.10 and 0.20 in these tests. 
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based on the median aggregate distance between all sample petitioners (1,500 kilometers). The above median 

distant sample is labeled the “Distant” sample and is reported in columns (1) and (2) of Table 7. The below median 

distance sample is labeled the “Proximate” sample and is reported in columns (3) and (4) of Table 7. As the table 

shows, earnings management is concentrated in those cases in which the petitioners are geographically proximate, 

consistent with idea that geographic distance impedes coordination. Tests of differences in coefficients reveal that 

the coefficients on the Current time period are significantly more negative in the proximate sample.33  

 Our next sample partition examines the effect of trade retaliation on earnings management incentives in 

our setting. To do this we investigate petitioner country exports to the foreign country allegedly dumping goods 

into the EU. As discussed earlier, the trade literature identifies the capability to retaliate as a factor that moderates 

regulator incentives to assign duties in antidumping investigations. Capacity to retaliate is a direct function of the 

extent to which the country(ies) accused of dumping goods into the EU imports goods from the country alleging 

dumping. When the country that is home to petitioning firms has a high level of exports to the country(ies) accused 

of dumping goods into the EU, regulators in the country that is home to the petitioning firms may be reluctant to 

lobby Brussels to award trade relief in the case. Regulator reluctance to assign duties when the threat of retaliation 

is high may incent petitioning firms to provide more persuasive evidence of economic injury by engaging in more 

earnings management. To the extent that the petitioning firms think it is necessary to bolster their claim of injury 

in order to make it more difficult for the regulator to deny relief in the case, we expect to observe more earnings 

management in the sample of firms that are domiciled in countries with high levels of exports to the countries 

accused of dumping in the firm’s petition.  

To implement this test, we first calculate the total exports from the country that is home to each petitioning 

firm in our sample during event year 0 for that firm. We then calculate the proportion of these total exports that 

go to each country named in the petition as a country allegedly dumping goods in the EU. If there is more than 

one country named in the petition as a country allegedly dumping goods in the EU, we sum the proportion of 

                                                           
33 We thank an anonymous reviewer for this suggestion. We also repeated this test using the average distance between petitioners and find 

similar results. That specification helps to ensure that our aggregate distance measure is not just mechanically increasing in the number of 

petitioners and essentially replicating our earlier results based on number of petitioners. We also considered examining separately cases in 

which there are two or more petitioners from the same country versus those cases in which there are two or more petitioners from different 

countries. Unfortunately, the sample in which there are two or more petitioners from the same country was too small for analysis (fewer 

than 20 observations). 
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exports going to all such countries to create a measure of the cumulative retaliation capability of the defendant 

countries. Finally, we partition our sample into high and low exports to defendant countries based on the median 

value of this sum (which is about 1%). The low exports to defendant countries sample firms face low capacity to 

retaliate and the results for this sample partition are reported in columns (1) and (2) of Table 8. The high exports 

to defendant countries sample firms face high capacity to retaliate and the results for this sample partition are 

reported in columns (3) and (4) of Table 8. 

 The Current period coefficients are negative and economically and statistically significant in the high 

capacity to retaliate sample but not significantly different from zero in the low capacity to retaliate sample. Tests 

of differences in coefficients reveal that the coefficients on the Current time period indicator are significantly 

more negative in the high capacity to retaliate sample for both total accruals and working capital accruals. These 

results are consistent with our fourth hypothesis that retaliation threats affect earnings management incentives. 

Section 5.3 Cross-sectional tests based on factors affecting earnings management identified in prior literature 

 We next estimate equation (2) when the sample is partitioned into firms that raise new financing versus 

firms that do not raise new financing over the two-year period denoted by Current. We calculate the difference 

between long-term debt in event year +1 and long-term debt in event year -1.34 Following Naranjo, Saavedra and 

Verdi (2015), we designate firms that experience an increase in long-term debt of more than five percent of 

beginning of period total assets as debt issuing firms. Similarly, we calculate ending shareholders’ equity in event 

year +1 minus the sum of (ending shareholders’ equity in event year -1 + net income in event year 0 + net income 

in event year +1) to measure equity issuance. We designate firms with a change in equity greater than five percent 

of beginning of period total assets as firms with new equity issuance.35 If the firm is classified as either a new debt 

                                                           
34 The ORBIS database contains very limited financial statement data compared to more familiar international databases that focus on 

public companies (e.g., Compustat Global; Worldscope). ORBIS also contains no direct information about firms’ financing activities that 

would allow us to determine which firms raise additional debt or equity capital in any given year. As a result, we have to use the limited 

financial statement data available in ORBIS to develop an approximation to classify firms into those that raise new financing during event 

years 0 and +1 and those that do not. 
35 We acknowledge that our equity financing approximation contains potentially more errors as the ORBIS database does not provide data 

on dividends. We rely on the clean surplus relation to determine which firms are likely to issue new equity financing in event years 0 to 

+1. Since dividends can only be greater than or equal to zero, an error in this approximation would occur for firms who issue new equity 

that is smaller in amount than the dividends they pay plus five percent of total assets. 
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or new equity financing firm, the firm is included in the new financing sample, otherwise the firm is included in 

the no new financing sample.36  

 Table 9 provides the results of estimating equation (2) on the sub-samples partitioned based on new 

financing. As columns (3) and (4) of Table 9 show, the negative discretionary accruals in the Current time period 

are economically large and statistically significant for those sample firms that do not raise new financing in these 

two years. The discretionary accruals in the Current time period are not statistically significant for the firms raising 

new financing reported in columns (1) and (2). Tests of differences in coefficients reveal that both total accruals 

and working capital accruals are significantly more negative in the Current time period in the without new 

financing sample, though this test of differences is marginal with p-value = 0.10 for total accruals.37 In summary, 

our results in Table 9 provide some evidence that income decreasing earnings management in the Current time 

period is concentrated in firms without external financing needs, consistent with our fifth hypothesis. 

 Table 10 reports the results of estimating equation (2) when we partition the sample based on two 

measures that the past literature suggests could affect the enforcement of accounting standards. First, we utilize a 

static legal enforcement measure calculated as the average of Rule of Law and Judicial Impartiality based on La 

Porta, Lopez-de-Silanes, Shleifer and Vishny (2002). Burgstahler et al. (2006) predict and find that similar 

measures of legal enforcement are associated with earnings management in both public and private firms in the 

EU, so these measures are appropriate for our sample that contains a mixture of public and private firms. We split 

our sample into weak and strong legal enforcement based on the median value of this measure. These results are 

reported in columns (1)-(4) of Table 10. The Current period coefficients are negative and statistically and 

economically significant for firms domiciled in countries with both low and high levels of legal enforcement. The 

test for equality of the Current period coefficients across these two subsamples fails to reject the null of equality 

for both total accruals and working capital accruals.  

                                                           
36 It is possible that these approximations identify firms as new financing firms when there are small increases in long-term debt or 

shareholders’ equity due to transactions other than new financings, such as interest accretion or stock option grants. We believe that any 

coding errors like this would work against finding results for this partition. For this reason we specify the five percent of total asset threshold 

in an attempt to remove firms with small increases in long-term debt or shareholders’ equity that are unrelated to raising financing from 

our new financing sample. We also used a ten percent of total assets threshold and obtain similar results. 
37 We also repeated all of our analyses clustering standard errors by case or investigation rather than by firm. The only inference affected 

at all by that change is that the p-value on the difference in total accruals between financing and no financing firms increased from 0.10 

to 0.14. 
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 Our second institutional quality measure is a time-varying measure of regulatory quality compiled and 

discussed in Kaufmann, Kraay and Mastruzzi (2009) and applied in Christensen, Hail and Leuz (2013). This 

measure “reflects perceptions of the ability of the government to formulate and implement sound policies and 

regulations that permit and promote private sector development” (Kaufmann et al., 2009, p. 6). This variable is 

measured every other year beginning in 1996 until 2002, and then is measured annually after 2002. When the 

variable is measured every other year, we construct a measure for the missing years by averaging the measure in 

the two years that are adjacent to the missing year. We partition the sample into a low regulatory quality subsample 

and high regulatory quality subsample based on the median country-year measure of regulatory quality. The results 

for this partition are reported in columns (5)–(8) of Table 10. These results are very similar to the results based on 

the legal enforcement partition, and again suggest that earnings management in our sample firms does not differ 

across countries with differing institutional quality. Lack of power does not appear to be affecting this null result 

as the coefficients of interest are generally significant in each sample. 

Because this null result for our sixth hypothesis conflicts with some prior literature, we conducted an 

additional test using another set of time-varying measures of regulation and enforcement affecting financial 

reporting. Specifically, we collected the AUDIT, ENFORCE, and TOTAL scores from Brown, Preiato and Tarca 

(2014). These measures are available for 2002, 2005 and 2008. We apply the 2002 data to all of our sample years 

before 2002 and up to and including 2002, use the 2005 score and then interpolate to fill in scores for each year 

between 2003 and 2007, and apply the 2008 scores to 2008 and all years after 2008. We believe these scores are 

a good fit for our setting because they measure a number of features of the audit environment across countries 

(AUDIT) and also focus on regulatory enforcement directly related to financial statements (ENFORCE). In 

addition, there is at least some time series variation in these measures, and the measurement dates were chosen to 

capture a period when enforcement was changing in many countries, particularly in the EU. We create sample 

partitions based on the median score for AUDIT, ENFORCE, and TOTAL (which combines AUDIT and 

ENFORCE). These results are presented in Table 11. As that table clearly shows, we continue to find no significant 

differences between high and low score countries for any of these measures.38 

                                                           
38 Note that all three of the regulatory sample partitions are based on either the country (legal enforcement) or the country-year (regulatory 

quality, AUDIT, ENFORCE and TOTAL) median, not the median value for sample firm-years. As a result these partitions are not balanced 
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On the surface, these results are inconsistent with some past literature utilizing broad samples of public 

firms (e.g., Leuz et al., 2003) or samples of public and private firms in the EU (Burgstahler et al., 2006) that 

suggest that better legal and regulatory institutions help curb earnings management. There are at least three 

possible reasons why we may be finding that regulatory institutions do not appear to affect earnings management 

in our setting while the past literature finds that these institutions do matter. The past literature generally examines 

broad samples of firms in which the earnings management incentives are not specified or clear. We suspect that 

in these samples of firms, most earnings management activities involve income increasing earnings management 

undertaken due to capital market incentives. This type of earnings management is not in shareholders’ interests, 

and we suspect that this is the type of earnings management that both auditors and regulators charged with 

overseeing financial reporting are most concerned about. Auditors care more about income increasing earnings 

management (Elliott, Nelson and Tarpley, 2002) and are more likely to be sued when earnings are overstated (St. 

Pierre and Anderson, 1984). Regulators are more likely to face unpleasant publicity and scrutiny when earnings 

are overstated. Indeed, most AAER activity in the United States is focused on income increasing earnings 

management that is apparently undertaken for capital market reasons (Dechow et al., 2011). Hence, we conjecture, 

but cannot test, that the regulatory forbearance we document is due to one of two reasons, which cannot be 

disentangled in our setting but could be in future research. One possibility is that regulators do not constrain the 

earnings management in our setting even though they detect it because it is in shareholders’ interests and hence is 

unlikely to result in any negative outcome for the regulators or auditors if the earnings management is permitted. 

Alternatively, it could be that auditors and regulators are focused on income increasing earnings management and 

simply fail to detect the income decreasing earnings management that takes place in our setting. Future research 

can shed further light on this issue by identifying settings in which there is 1) income increasing earnings 

management that is in capital providers’ interests, and 2) income decreasing earnings management that is not in 

capital providers’ interests. While this issue clearly deserves more study, our results suggest that concluding that 

                                                           
splits of the data as not all countries contribute equal numbers of sample firm-years. If we partition the sample based on the sample firm-

year median, the partitions are more balanced and the results are similar. We also examined the sample of countries that Christensen et al. 

(2013) identify as countries that changed their enforcement of financial reporting around the time of IFRS adoption. We separately examine 

the periods before and then after these enforcement changes. Because there are only six countries and limited data for them, these tests 

produce insignificant earnings management in each sample, and, not surprisingly, show no differences between the pre and post 

enforcement change periods. 
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better legal and regulatory institutions help curb all types of earnings management based on the prior literature 

may not be appropriate. 

A third possibility is that prior international studies using broad samples of firms capture cross-country 

variation in earnings informativeness that is shaped by regulatory and legal institutions but is unrelated to earnings 

management. While some of the variation in earnings informativeness captured in prior research may be related 

to earnings management, it may simply reflect the fact that some regulatory and legal structures do not provide 

incentives to make earnings informative, or provide incentives to pursue other financial reporting objectives (e.g., 

tax or contractual considerations). If this is true the results from the prior literature and our study might be best 

interpreted as evidence that regulatory and legal institutions affect overall earnings informativeness in a country 

rather than earnings management per se.39  

 Section 6 – Conclusions and Suggestions for Future Research 

We examine earnings management in European Union (EU) firms that initiate an antidumping trade 

investigation against foreign exporters that allegedly dump goods into the EU. We first document sample-wide 

income decreasing earnings management around the initiation of an antidumping investigation. We also examine 

some novel and unique setting specific factors that could influence the costs and benefits of earnings management 

in our setting. We document that earnings management is more pronounced in those cases in which the petitioning 

firms’ accounting data directly affect the magnitude of the tariffs imposed in the trade investigation. Earnings 

management by sample firms is more pronounced in antidumping cases with fewer sample petitioning firms and 

when sample petitioning firms are more distant, suggesting that free-rider and coordination issues cause firms to 

manage earnings less. Finally, we document that earnings management is more pronounced when the petitioning 

firm is located in a country with high levels of exports to the countries accused of dumping goods into the EU in 

the petition. This result suggests that concerns over retaliation may dampen regulators’ willingness to assign 

tariffs, perhaps because the home country of the petitioning firm is less supportive of the case. This may cause 

petitioning firms to turn to earnings management to show greater injury to enhance their likelihood of success. 

                                                           
39 Of course all cross-sectional analyses that are based on country-characteristics may suffer from an omitted variables problem. There 

are many country characteristics that could affect reporting incentives, and in general those characteristics are correlated. In general 

cross-sectional analyses based on country-characteristics should be interpreted cautiously. 
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We also document that raising equity or debt financing during the antidumping investigation moderates 

this income decreasing earnings management. We find that earnings management does not differ between firms 

domiciled in countries with better legal enforcement or regulatory quality and firms domiciled in countries with 

worse legal enforcement and regulatory quality.  

Given the importance of trade regulation to the world economy and the extensive development of trade 

regulation since the 1980s, including the introduction of the World Trade Organization, additional evidence 

beyond that documented in Jones (1991) on the use of accounting data in trade regulation, and the incentives this 

creates, is important. Our results have clear implications for international trade scholars and regulators because 

our results suggest predictable biases are introduced in the antidumping investigation process. In addition, the 

models used to detect earnings management have been modified since Jones (1991) and our tests suggest that 

current research methods can be effective in detecting accrual based earnings management. We highlight the 

importance of understanding how accounting data are used in trade investigations and understanding how firms 

respond to those uses, and encourage researchers to consider how accounting data are used in other international 

commercial settings beyond capital markets. While we acknowledge that there is a significant investment required 

to understand these settings, we believe that the potential contributions to our understanding of how accounting 

data affect commercial activity internationally justify incurring the costs to make those investments.  

There are also limitations to our analyses. Our evidence of earnings management is indirect because we 

observe the output of the reporting process and cannot observe willful interventions in that process. Our test 

procedures help to mitigate risk that our tests document actual financial injury from dumping rather than earnings 

management, but we cannot completely rule out that possibility. For example, it is possible that some of our cross-

sectional tests partition firms based on the extent of actual injury and not just on the strength of the incentives for 

earnings management. As a result, we suggest caution in interpreting the evidence produced by our analyses.  
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Appendix: An example of an antidumping case 

We provide a brief snapshot of the data that are available in the World Bank database to illustrate our 

empirical approach and to highlight the important features of our setting. On August 13, 2009, an investigation 

was launched into the potential dumping of aluminum wheels into the EU by manufacturers in China. There were 

nine domestic producers of these wheels named in the investigation, and these producers were domiciled in 

Germany, the Czech Republic, Switzerland, Poland, Italy, Spain and France. Because China is considered a non-

market economy, the normal value of most of the wheels covered in the investigation was determined based on 

the prices that domestic producers in Turkey sold their products for in their home market of Turkey. Based on a 

comparison of these normal values with the export prices charged by the Chinese exporters, the European 

Commission determined that Chinese exporters were in fact dumping aluminum wheels in the EU. The European 

Commission also determined that the industry in the EU was injured by the dumping, and a variety of aggregate 

industry metrics were cited as evidence of injury. Among these, declining production, capacity utilization, market 

share, profitability, return on investment, and cash flows were key indicators that the dumping was causing 

economic injury in the EU industry.  

The investigation period covered the year from July 1, 2008 to June 30, 2009, so the focus of the injury 

determination was on this time period. The EU financial condition during the investigation period was compared 

to the preceding two years, 2006 and 2007, to determine if there was injury from the alleged dumping. The overall 

industry profitability as a percentage of sales declined from 3.2% to negative 5.4% during the investigation period, 

and the return on investment fell from 50.8% in 2006 to negative 40.8% during the investigation period. These 

numbers are central to our investigation because we hypothesize that the EU producers of aluminum wheels had 

strong incentives to manage their accounting data to demonstrate this diminished financial performance during 

the investigation period. Because there was an affirmative determination of both dumping and injury, antidumping 

duties were assessed. Importantly, the size of the duty imposed was determined as the amount of duty necessary 

to allow the industry to return to its pre-dumping profitability of 3.2% from the level of profitability observed in 

the investigation period, negative 5.4%. Hence, in this particular case, the EU producers accounting data in the 

investigation period and the period immediately preceding the investigation period had a direct impact on the 

determination of whether the industry had been injured and a direct effect on the magnitude of the duties imposed 

on the Chinese exporters.  
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 Table 1 – Sample Selection 

This table reports the selection of the trade investigation sample. Panel A lists the home country for our sample firms. Panel B lists the industry composition 

of our sample, and Panel C shows the distribution of case initiation dates over time. 

Panel A: Country breakdown      

  # of cases % as total cases # of firms % as total # of firms # of firm years % as total firm years 

Austria 10 4% 7 3% 53 2% 

Belgium 22 8% 19 8% 190 9% 

Czech Republic 3 1% 3 1% 29 1% 

Germany 34 12% 25 10% 154 7% 

Spain 52 18% 41 17% 447 21% 

Finland 4 1% 4 2% 39 2% 

France 36 13% 32 13% 271 13% 

United Kingdom 26 9% 22 9% 155 7% 

Greece 3 1% 3 1% 43 2% 

Italy 62 22% 51 21% 502 24% 

Lithuania 2 1% 2 1% 9 0% 

Netherlands 8 3% 8 3% 65 3% 

Poland 9 3% 9 4% 62 3% 

Portugal 3 1% 3 1% 28 1% 

Sweden 7 2% 7 3% 61 3% 

Slovenia 2 1% 2 1% 6 0% 

Slovakia 2 1% 2 1% 15 1% 

Total 285 100% 240 100% 2,129 100% 
       

Panel B: Industry breakdown      

  # of cases % as total cases # of firms % as total # of firms # of firm years % as total firm years 

Non-durable 35 12% 31 13% 290 14% 

Consumer Durable 18 6% 17 7% 160 8% 

Manufacturing 194 68% 158 66% 1446 68% 

Energy 5 2% 5 2% 44 2% 

High Tech 6 2% 6 3% 56 3% 

Telecommunication 2 1% 2 1% 6 0% 

Health 2 1% 2 1% 20 1% 

Other 23 8% 19 8% 107 5% 

Total 285 100% 240 100% 2,129 100% 
       

Panel C: Year breakdown      

  # of cases % as total cases # of firm years % as total firm years   
1996 and before 28 10% 98 5%   
1997 19 7% 122 6%   
1998 29 10% 131 6%   
1999 27 9% 135 6%   
2000 15 5% 142 7%   
2001 8 3% 145 7%   
2002 13 5% 138 6%   
2003 19 7% 126 6%   
2004 18 6% 126 6%   
2005 15 5% 128 6%   
2006 13 5% 147 7%   
2007 33 12% 148 7%   
2008 11 4% 150 7%   
2009 24 8% 149 7%   
2010 10 4% 141 7%   
2011 3 1% 103 5%   
Total 285 100% 2,129 100%   
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Table 2 – Descriptive Statistics 

This table reports the summary statistics for the main variables used in this paper. TOT_ACC is measured as the change in current assets minus the change in 

current liabilities (adjusted for current liabilities used for financing) minus depreciation expense. WC_ACC is working capital accruals, measured as the change 

in current assets minus the change in current liabilities (adjusted for current liabilities used for financing). 1/TotAssets is the inverse of lagged total assets. 

CFOt-1, t, t+1 are cash flows from operations in year t-1, t and t+1 scaled by lagged total assets. PP&E is net property, plant and equipment, scaled by lagged total 

assets. ΔREV-ΔAR is the change in sales minus the change in accounts receivable, scaled by lagged total assets. Size is the natural logarithm of total sales 

revenue. Leverage is book leverage, defined as long-term debt plus the current portion of long-term debt, scaled by total assets. Growth is sales growth, defined 

as sales growth from t-1 to t. Std(sales) is operating volatility, defined as the standard deviation of sales over the past three years, i.e., t, t-1, t-2. NOA is net 

operating assets, calculated as the sum of shareholders equity and interest-bearing debt, minus cash assets, scaled by sales. Return is the median 

contemporaneous annual excess stock return (annual raw return minus the market index return) for all public firms that are from the same Fama-French 30 

industry from the country that is home to the petitioning firm. We extract return data from Worldscope. Panel A provides descriptive statistics for the trade 

investigation sample and the matched sample. Panel B shows how the components of earnings for trade investigation behave around investigation initiation 

dates. Panel C shows the distribution of event firm-years across our primary sample-wide partitions to assess the independence of our sample partitions. 

Panel A: Summary statistics for the baseline sample 

  Trade investigation sample (N=2,129)   Matched sample (N=11,281)   Full sample (N=13,410) 

Variable Mean P25 Median P75   Mean P25 Median P75   Mean P25 Median P75 

TOT_ACC -0.038 -0.104 -0.042 0.024  -0.034 -0.095 -0.034 0.023  -0.035 -0.097 -0.035 0.023 
WC_ACC 0.014 -0.048 0.007 0.071  0.010 -0.045 0.006 0.062  0.011 -0.046 0.006 0.064 

1/TotAssets 0.058 0.002 0.011 0.043  0.055 0.002 0.011 0.042  0.055 0.002 0.011 0.042 

PP&E 0.324 0.186 0.313 0.447  0.281 0.083 0.221 0.412  0.288 0.094 0.239 0.421 
ΔREV-ΔAR 0.049 -0.092 0.045 0.184  0.052 -0.066 0.025 0.158  0.051 -0.069 0.028 0.163 

CFOt-1 0.066 -0.004 0.065 0.139  0.064 -0.008 0.062 0.132  0.065 -0.008 0.063 0.134 

CFO 0.066 -0.002 0.067 0.138  0.065 -0.005 0.064 0.134  0.065 -0.004 0.064 0.135 
CFOt+1 0.063 -0.005 0.066 0.141  0.066 -0.006 0.062 0.139  0.066 -0.006 0.063 0.140 

Size 4.781 3.231 4.670 6.140  4.643 3.145 4.538 6.065  4.664 3.168 4.558 6.076 

Leverage 0.202 0.038 0.169 0.324  0.202 0.013 0.135 0.324  0.202 0.015 0.142 0.324 
Growth 0.064 -0.096 0.050 0.199  0.062 -0.077 0.041 0.178  0.062 -0.079 0.042 0.181 

Std(sales) 0.164 0.061 0.114 0.205  0.157 0.044 0.096 0.193  0.158 0.047 0.099 0.195 

NOAt-1 1.075 0.286 0.477 0.702  1.460 0.185 0.397 0.751  1.399 0.201 0.412 0.735 
Return -0.030 -0.184 -0.045 0.096   -0.039 -0.176 -0.052 0.073   -0.038 -0.177 -0.052 0.079 

 

Panel B: Summary statistics for the trade investigation sample across years around the investigation period 

  TOT_ACC   WC_ACC   CFO 

Year Mean P25 Median P75   Mean P25 Median P75   Mean P25 Median P75 

Non-event years -0.040 -0.104 -0.043 0.023  0.013 -0.051 0.006 0.074  0.073 0.002 0.072 0.149 

Event year-3 -0.028 -0.099 -0.032 0.031  0.023 -0.034 0.011 0.085  0.078 -0.012 0.061 0.148 

Event year-2 -0.040 -0.122 -0.040 0.019  0.011 -0.054 0.014 0.064  0.086 0.011 0.088 0.148 
Event year-1 -0.016 -0.088 -0.022 0.049  0.035 -0.031 0.022 0.093  0.051 -0.029 0.053 0.121 

Event year -0.031 -0.095 -0.041 0.024  0.018 -0.041 0.012 0.061  0.048 -0.011 0.047 0.118 
Event year+1 -0.061 -0.104 -0.059 -0.011  -0.008 -0.058 -0.003 0.041  0.078 0.010 0.072 0.133 

Event year+2 -0.032 -0.115 -0.036 0.032  0.017 -0.045 0.010 0.076  0.054 -0.005 0.065 0.138 

Event year+3 -0.045 -0.118 -0.047 0.027   0.004 -0.056 0.003 0.071   0.065 -0.002 0.078 0.146 

 

Panel C: Numbers of event firm-years across primary sample-wide partitions 

  

High % of 

injury-

implied duty 

# 

petitioners 

<=2 

Proximate Large export to 

the defendant 

country 

No new 

financing 

Strong legal 

enforcement 

High 

regulatory 

quality 

High 

audit 

score 

High 

enforce 

score 

High 

total 

score 

High % of injury-implied duty 148 
         

# petitioners <=2 91 188 
        

Proximate 48 82 92 
       

Large export to the defendant 
country 

74 67 41 134 
      

No new financing 79 108 50 78 156 
     

Strong legal enforcement 75 107 43 71 90 147 
    

High regulatory quality 83 107 40 70 94 116 157 
   

High audit score 79 86 45 89 77 75 97 149 
  

High enforce score 95 117 63 101 99 99 83 119 181 
 

High total score 96 120 59 107 104 95 91 142 167 190 
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Table 3 – Sample-Wide Regression Results 

This table reports the baseline test that examines sample-wide earnings management in periods around the initiation of an antidumping trade investigation. 

Columns (1) and (2) present the results of estimating the expanded specification detailed in equation (1) while columns (3) and (4) show the results of estimating 

the collapsed specification detailed in equation (2). Columns (5)-(8) repeat the analysis reported in columns (1)-(4) including firm fixed effects. TOT_ACC is 

measured as the change in current assets minus the change in current liabilities (adjusted for current liabilities used for financing) minus depreciation expense. 

WC_ACC is working capital accruals, measured as the change in current assets minus the change in current liabilities (adjusted for current liabilities used for 

financing). 1/TotAssets is the inverse of lagged total assets. CFOt-1, t, t+1 are cash flows from operations in year t-1, t and t+1 scaled by lagged total assets. PP&E 

is net property, plant and equipment, scaled by lagged total assets. ΔREV-ΔAR is the change in sales minus the change in accounts receivable, scaled by lagged 

total assets. Other control variables are defined in Table 2. Standard errors are two-way clustered by both firm and year. T-statistics are presented underneath 

the coefficient estimates. ***, **, and * denote significance levels at 1%, 5%, and 10%, respectively.  

  (1) (2)   (3) (4)   (5) (6)   (7) (8) 

  TOT_ACC WC_ACC   TOT_ACC WC_ACC   TOT_ACC WC_ACC   TOT_ACC WC_ACC             
1/TotAssets 0.0271*** 0.0424***  0.0271*** 0.0424***  0.0308* 0.0432**  0.0308* 0.0432** 

 (3.01) (5.53)  (3.00) (5.53)  (1.68) (2.26)  (1.68) (2.26) 

PP&E -0.0376*** 0.00666  -0.0376*** 0.00663  -0.0341*** 0.00307  -0.0342*** 0.00301 

 (-6.95) (1.31)  (-6.96) (1.31)  (-3.73) (0.35)  (-3.75) (0.34) 

ΔREV-ΔAR 0.0269*** 0.0264***  0.0269*** 0.0264***  0.0255*** 0.0266***  0.0255*** 0.0265*** 

 (5.18) (4.88)  (5.19) (4.92)  (4.24) (4.97)  (4.25) (4.98) 

CFO t-1 0.0987*** 0.141***  0.0987*** 0.141***  0.0629*** 0.0761***  0.0630*** 0.0761*** 

 (10.29) (10.28)  (10.33) (10.34)  (7.22) (8.69)  (7.20) (8.67) 

CFO -0.780*** -0.718***  -0.780*** -0.718***  -0.828*** -0.799***  -0.828*** -0.799*** 

 (-53.26) (-59.22)  (-52.93) (-58.73)  (-55.45) (-55.40)  (-55.19) (-55.11) 

CFO t+1 0.102*** 0.134***  0.102*** 0.134***  0.0729*** 0.0787***  0.0729*** 0.0787*** 

 (8.20) (13.44)  (8.23) (13.48)  (7.09) (7.84)  (7.11) (7.84) 

Event year-3 0.0114 0.00791     0.0100 0.00861    

 (1.35) (1.11)     (1.08) (1.06)    
Event year-2 0.00914* 0.00658     0.00867 0.00810    

 (1.91) (1.33)     (1.46) (1.46)    
Event year-1 0.00212 0.000855     0.00250 0.00208    

 (0.33) (0.13)     (0.47) (0.38)    
Event year -0.0119** -0.0124**     -0.0126** -0.0137**    

 (-2.18) (-2.40)     (-2.16) (-2.36)    
Event year+1 -0.0152*** -0.0116*     -0.0165*** -0.0128**    

 (-2.81) (-1.93)     (-2.60) (-2.04)    
Event year+2 -0.00290 -0.00451     -0.00236 -0.00312    

 (-0.32) (-0.51)     (-0.27) (-0.37)    
Event year+3 -0.00812 -0.00830     -0.00898 -0.00929    

 (-1.36) (-1.50)     (-1.60) (-1.58)    
Pre    0.00762 0.00509     0.00682 0.00599 

    (1.63) (1.12)     (1.33) (1.27) 

Current    -0.0133*** -0.0119**     -0.0142*** -0.0131*** 

    (-2.64) (-2.45)     (-2.65) (-2.60) 

Post    -0.00563 -0.00636     -0.00513 -0.00594 

    (-1.06) (-1.12)     (-0.95) (-1.09) 

Firm characteristics            
Size 0.00198*** 0.00256***  0.00197*** 0.00255***  0.00634*** 0.00919***  0.00635*** 0.00919*** 

 (2.84) (3.98)  (2.83) (4.01)  (3.22) (4.53)  (3.22) (4.53) 

Leverage -0.0431*** -0.0261***  -0.0431*** -0.0262***  -0.0532*** -0.0391***  -0.0534*** -0.0392*** 

 (-6.98) (-3.48)  (-6.96) (-3.47)  (-6.69) (-5.22)  (-6.72) (-5.23) 

Growth 0.0246*** 0.0325***  0.0246*** 0.0325***  0.0189*** 0.0246***  0.0190*** 0.0246*** 

 (4.77) (7.33)  (4.81) (7.38)  (4.36) (5.87)  (4.39) (5.91) 

Std(sales) -0.0153*** -0.00957**  -0.0153*** -0.00952**  -0.00851 -0.00948  -0.00839 -0.00937 

 (-3.15) (-2.05)  (-3.11) (-2.04)  (-1.21) (-1.41)  (-1.19) (-1.39) 

NOAt-1 0.000245 -0.000569***  0.000246 -0.000568***  -0.0000878 -0.000443*  -0.0000853 -0.000441* 

 (1.09) (-3.13)  (1.03) (-3.15)  (-0.41) (-1.78)  (-0.39) (-1.77) 

Return 0.00263 0.00141  0.00250 0.00134  0.00255 0.00267  0.00241 0.00258 

 (0.58) (0.41)  (0.56) (0.40)  (0.91) (1.11)  (0.87) (1.08) 

Event Firm Indicator 0.00203 0.00528  0.00190 0.00515       

 (0.49) (1.23)  (0.45) (1.19)       
Industry fixed effects Yes Yes  Yes Yes  No No  No No 

Country fixed effects Yes Yes  Yes Yes  No No  No No 

Firm fixed effects No No  No No  Yes Yes  Yes Yes 

Year fixed effects Yes Yes  Yes Yes  Yes Yes  Yes Yes 

N 13,410 13,410  13,410 13,410  13,410 13,410  13,410 13,410 

adj. R-sq 0.755 0.729   0.755 0.729   0.814 0.788   0.814 0.788 
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Table 4 – Injury Elimination Margin Sample Partition 

This table reports the results showing earnings management in periods around the initiation of an antidumping trade investigation when 

the sample is partitioned based on the percentage of exporters assessed injury elimination margins. We designate cases in which less than 

(more than) the median percentage (33%) of the exporters are assessed the injury elimination margins as low percentage of injury-implied 

duty cases, respectively. Columns (1) and (2) report the results for the low percentage of injury-implied duty cases and columns (3) and 

(4) report the results for the high percentage of injury-implied duty cases. TOT_ACC is measured as the change in current assets minus 

the change in current liabilities (adjusted for current liabilities used for financing) minus depreciation expense. WC_ACC is working 

capital accruals, measured as the change in current assets minus the change in current liabilities (adjusted for current liabilities used for 

financing). 1/TotAssets is the inverse of lagged total assets. CFOt-1, t, t+1 are cash flows from operations in year t-1, t and t+1 scaled by 

lagged total assets. PP&E is net property, plant and equipment, scaled by lagged total assets. ΔREV-ΔAR is the change in sales minus 

the change in accounts receivable, scaled by lagged total assets. Other control variables are defined in Table 2.  Standard errors are two-

way clustered by both firm and year. T-statistics are presented underneath the coefficient estimates. ***, **, and * denote significance 

levels at 1%, 5%, and 10%, respectively.  

  (1) (2)   (3) (4) 

 Low % of injury-implied duty  High % of injury-implied duty 

  TOT_ACC WC_ACC   TOT_ACC WC_ACC       
1/TotAssets 0.00773 0.0355***  0.0479*** 0.0451*** 

 (0.70) (3.03)  (2.67) (3.19) 

PP&E -0.0404*** 0.00677  -0.0309*** 0.00812 

 (-6.10) (1.11)  (-3.95) (1.18) 

ΔREV-ΔAR 0.0279*** 0.0302***  0.0262*** 0.0262*** 

 (4.12) (4.01)  (4.15) (4.19) 

CFO t-1 0.106*** 0.135***  0.0929*** 0.139*** 

 (8.60) (9.52)  (7.28) (9.10) 

CFO -0.785*** -0.747***  -0.783*** -0.703*** 

 (-35.87) (-36.55)  (-40.96) (-61.52) 

CFO t+1 0.104*** 0.130***  0.101*** 0.139*** 

 (8.06) (10.60)  (7.13) (13.27) 

Pre 0.0109 0.0103  0.000733 -0.00193 

 (1.57) (1.60)  (0.10) (-0.28) 

Current -0.00695 -0.00255  -0.0200*** -0.0204*** 

 (-1.01) (-0.38)  (-3.56) (-3.11) 

Post -0.00600 -0.00490  -0.00730 -0.00675 

 (-1.14) (-0.92)  (-0.90) (-0.76) 

Firm characteristics Yes Yes  Yes Yes 

Industry fixed effects Yes Yes  Yes Yes 

Country fixed effects Yes Yes  Yes Yes 

Year fixed effects Yes Yes  Yes Yes 

p-value [βCurrent
(3)<βCurrent

(1)]    0.04  

p-value [βCurrent
(4)<βCurrent

(2)]     <0.01 

N 6,501 6,501  7,379 7,379 

adj. R-sq 0.760 0.744   0.753 0.722 
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Table 5 – Further Evidence: Injury Elimination Margins 

This table reports the results showing earnings management in periods around the initiation of an antidumping trade investigation when 

the sample is partitioned based on the percentage of exporters assessed the injury elimination margin. We repeat the analysis in Table 7 

with cases in which at least one, 33%, and then 50% of the exporters are assessed the injury elimination margin as high use of injury-

implied duty cases, respectively. Columns (1) and (2) report the results for cases in which there is at least one injury elimination margin, 

columns (3) and (4) repeat the results that were provided in Table 7 for the sample with above median (33%) percentage of injury-implied 

duties for comparative purposes, and columns (5) and (6) report the results for the sample with above 50% of injury-implied duties. 

TOT_ACC is measured as the change in current assets minus the change in current liabilities (adjusted for current liabilities used for 

financing) minus depreciation expense. WC_ACC is working capital accruals, measured as the change in current assets minus the change 

in current liabilities (adjusted for current liabilities used for financing). 1/TotAssets is the inverse of lagged total assets. CFOt-1, t, t+1 are 

cash flows from operations in year t-1, t and t+1 scaled by lagged total assets. PP&E is net property, plant and equipment, scaled by 

lagged total assets. ΔREV-ΔAR is the change in sales minus the change in accounts receivable, scaled by lagged total assets. Other 

control variables are defined in Table 2. Standard errors are two-way clustered by both firm and year. T-statistics are presented underneath 

the coefficient estimates. ***, **, and * denote significance levels at 1%, 5%, and 10%, respectively.  

  (1) (2)   (3) (4)   (5) (6) 

 At least one injury-implied duty  >=33% of injury-implied duty  >=50% of injury-implied duty 

  TOT_ACC WC_ACC   TOT_ACC WC_ACC   TOT_ACC WC_ACC         
1/TotAssets 0.0394** 0.0447***  0.0479*** 0.0451***  0.0429*** 0.0327** 

 (2.23) (3.13)  (2.67) (3.19)  (2.75) (2.30) 

PP&E -0.0357*** 0.00674  -0.0309*** 0.00812  -0.0286*** 0.00955 

 (-5.13) (1.07)  (-3.95) (1.18)  (-3.66) (1.24) 

ΔREV-ΔAR 0.0265*** 0.0257***  0.0262*** 0.0262***  0.0239*** 0.0218*** 

 (4.05) (3.69)  (4.15) (4.19)  (3.07) (2.66) 

CFO t-1 0.0966*** 0.145***  0.0929*** 0.139***  0.0875*** 0.145*** 

 (7.48) (9.23)  (7.28) (9.10)  (7.02) (11.04) 

CFO -0.775*** -0.697***  -0.783*** -0.703***  -0.791*** -0.695*** 

 (-40.60) (-45.32)  (-40.96) (-61.52)  (-40.92) (-56.44) 

CFO t+1 0.103*** 0.140***  0.101*** 0.139***  0.0937*** 0.139*** 

 (7.35) (13.12)  (7.13) (13.27)  (6.29) (14.46) 

Pre 0.00304 0.000571  0.000733 -0.00193  0.00205 -0.000603 

 (0.41) (0.09)  (0.10) (-0.28)  (0.31) (-0.10) 

Current -0.0181*** -0.0174***  -0.0200*** -0.0204***  -0.0241*** -0.0229*** 

 (-3.38) (-2.92)  (-3.56) (-3.11)  (-4.30) (-4.15) 

Post -0.00511 -0.00465  -0.00730 -0.00675  -0.0155** -0.0148** 

 (-0.74) (-0.63)  (-0.90) (-0.76)  (-2.25) (-2.10) 

Firm characteristics Yes Yes  Yes Yes  Yes Yes 

Industry fixed effects Yes Yes  Yes Yes  Yes Yes 

Country fixed effects Yes Yes  Yes Yes  Yes Yes 

Year fixed effects Yes Yes  Yes Yes  Yes Yes 

N 8,734 8,734  7,379 7,379  5,894 5,894 

adj. R-sq 0.750 0.720   0.753 0.722   0.763 0.723 
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Table 6 – Number Of Petitioning Firms Sample Partition 

This table reports the results showing earnings management in periods around the initiation of an antidumping trade investigation when the sample is 

partitioned based on the number of petitioners in each case. Specifically, we designate cases in which more than two petitioners were involved into the 

“# petitioners >2” partition and the remaining cases into the “# petitioner <=2” partition. Columns (1) and (2) report the results for “# petitioners >2” 

partition and columns (3) and (4) report the results for the “# petitioners <=2” partition. TOT_ACC is measured as the change in current assets minus 

the change in current liabilities (adjusted for current liabilities used for financing) minus depreciation expense. WC_ACC is working capital accruals, 

measured as the change in current assets minus the change in current liabilities (adjusted for current liabilities used for financing). 1/TotAssets is the 

inverse of lagged total assets. CFOt-1, t, t+1 are cash flows from operations in year t-1, t and t+1 scaled by lagged total assets. PP&E is net property, plant 

and equipment, scaled by lagged total assets. ΔREV-ΔAR is the change in sales minus the change in accounts receivable, scaled by lagged total assets. 

Other control variables are defined in Table 2. Standard errors are two-way clustered by both firm and year. T-statistics are presented underneath the 

coefficient estimates. ***, **, and * denote significance levels at 1%, 5%, and 10%, respectively.  

  (1) (2)   (3) (4) 

 # petitioners >2  # petitioners <=2 

  TOT_ACC WC_ACC   TOT_ACC WC_ACC 

1/TotAssets 0.0175 0.0273**  0.0209 0.0649*** 

 (1.38) (2.39)  (0.99) (3.49) 

PP&E -0.0235*** 0.00343  -0.0413*** 0.00579 

 (-2.89) (0.48)  (-6.52) (1.01) 

ΔREV-ΔAR 0.0321*** 0.0264***  0.0265*** 0.0295*** 

 (3.37) (3.06)  (4.51) (4.78) 

CFO t-1 0.0839*** 0.147***  0.0964*** 0.138*** 

 (6.35) (9.77)  (9.13) (10.23) 

CFO -0.818*** -0.730***  -0.772*** -0.712*** 

 (-39.37) (-48.03)  (-42.00) (-41.82) 

CFO t+1 0.0821*** 0.135***  0.103*** 0.136*** 

 (4.33) (15.95)  (8.43) (11.87) 

Pre 0.0154 0.0135*  0.00397 0.00214 

 (1.51) (1.79)  (0.54) (0.34) 

Current -0.00429 -0.00287  -0.0167** -0.0145** 

 (-0.67) (-0.49)  (-2.57) (-2.45) 

Post -0.00894 -0.00888  -0.00143 -0.00176 

 (-1.14) (-1.06)  (-0.25) (-0.31) 

Firm characteristics Yes Yes  Yes Yes 

Industry fixed effects Yes Yes  Yes Yes 

Country fixed effects Yes Yes  Yes Yes 

Year fixed effects Yes Yes  Yes Yes 

p-value (βCurrent
TOT_ACC>βCurrent

TOT_ACC) 0.07 

p-value (βCurrent
WC_ACC>βCurrent

WC_ACC) 0.07 

N 4,672 4,672  9,094 9,094 

adj. R-sq 0.781 0.748   0.746 0.719 
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Table 7 – Further Evidence: Distance Between Petitioning Firms Sample Partition 

This table reports the results showing earnings management in periods around the initiation of an antidumping trade investigation when the sample is 

partitioned based on the median aggregate distance between the petitioners in each case for cases with at least two petitioners involved. Total distance 

is calculated as the sum of distances between all petitioners. Columns (1) and (2) report the results for the “Distant” partition and columns (3) and (4) 

report the results for the “Proximate” partition. TOT_ACC is measured as the change in current assets minus the change in current liabilities (adjusted 

for current liabilities used for financing) minus depreciation expense. WC_ACC is working capital accruals, measured as the change in current assets 

minus the change in current liabilities (adjusted for current liabilities used for financing). 1/TotAssets is the inverse of lagged total assets. CFOt-1, t, t+1 

are cash flows from operations in year t-1, t and t+1 scaled by lagged total assets. PP&E is net property, plant and equipment, scaled by lagged total 

assets. ΔREV-ΔAR is the change in sales minus the change in accounts receivable, scaled by lagged total assets. Other control variables are defined in 

Table 2. Standard errors are two-way clustered by both firm and year. T-statistics are presented underneath the coefficient estimates. ***, **, and * 

denote significance levels at 1%, 5%, and 10%, respectively.  

  (1) (2)   (3) (4) 

 Distant  Proximate 

  TOT_ACC WC_ACC   TOT_ACC WC_ACC       
1/TotAssets 0.0171 0.0275**  0.00298 0.0443** 

 (1.34) (2.26)  (0.13) (2.02) 

PP&E -0.0208*** 0.0130**  -0.0265*** 0.00941 

 (-2.77) (1.98)  (-3.59) (1.17) 

ΔREV-ΔAR 0.0308*** 0.0276***  0.0286*** 0.0249** 

 (3.60) (3.02)  (3.23) (2.41) 

CFO t-1 0.0894*** 0.144***  0.0823*** 0.138*** 

 (7.58) (9.82)  (6.23) (9.26) 

CFO -0.819*** -0.743***  -0.828*** -0.734*** 

 (-55.76) (-46.55)  (-28.12) (-26.65) 

CFO t+1 0.0991*** 0.132***  0.0854*** 0.142*** 

 (6.54) (11.01)  (5.17) (6.58) 

Pre 0.0164** 0.0153**  -0.00935 -0.00933 

 (2.07) (2.02)  (-1.37) (-1.22) 

Current -0.00446 -0.00285  -0.0281*** -0.0255*** 

 (-0.65) (-0.44)  (-2.79) (-3.39) 

Post -0.0122 -0.0140  -0.0178** -0.0131 

 (-1.49) (-1.43)  (-2.54) (-1.50) 

Firm characteristics Yes Yes  Yes Yes 

Industry fixed effects Yes Yes  Yes Yes 

Country fixed effects Yes Yes  Yes Yes 

Year fixed effects Yes Yes  Yes Yes 

p-value [βCurrent
(3)<βCurrent

(1)]    <0.01  

p-value [βCurrent
(4)<βCurrent

(2)]     <0.01 

N 4,665 4,665  5,041 5,041 

adj. R-sq 0.787 0.752   0.780 0.734 
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Table 8 – Retaliation Capacity Sample Partition 

This table reports the results showing earnings management in periods around the initiation of an antidumping trade investigation when the sample is 

partitioned based on the ratio of total value of exports from the petitioning firm’s home country to the defendant countries over the total value of exports 

by the petitioning firm’s home country. We designate cases in which this ratio is lower than the sample median into the low export partition (i.e., low 

retaliation capacity partition) and cases in which the ratio is higher than the sample median into the high export partition (i.e., high retaliation capacity 

partition), respectively. Columns (1) and (2) report the results for the low retaliation capacity partition and columns (3) and (4) report the results for 

the high retaliation capacity partition. TOT_ACC is measured as the change in current assets minus the change in current liabilities (adjusted for current 

liabilities used for financing) minus depreciation expense. WC_ACC is working capital accruals, measured as the change in current assets minus the 

change in current liabilities (adjusted for current liabilities used for financing). 1/TotAssets is the inverse of lagged total assets. CFOt-1, t, t+1 are cash 

flows from operations in year t-1, t and t+1 scaled by lagged total assets. PP&E is net property, plant and equipment, scaled by lagged total assets. 

ΔREV-ΔAR is the change in sales minus the change in accounts receivable, scaled by lagged total assets. Other control variables are defined in Table 

2. Standard errors are two-way clustered by both firm and year. T-statistics are presented underneath the coefficient estimates. ***, **, and * denote 

significance levels at 1%, 5%, and 10%, respectively.  

  (1) (2)   (3) (4) 

 Low retaliation capacity  High retaliation capacity 

  TOT_ACC WC_ACC   TOT_ACC WC_ACC 

1/TotAssets 0.0373* 0.0542***  0.0184 0.0369*** 

 (1.88) (3.19)  (1.57) (3.39) 

PP&E -0.0361*** 0.00466  -0.0321*** 0.0138** 

 (-5.65) (0.71)  (-4.52) (2.26) 

ΔREV-ΔAR 0.0246*** 0.0298***  0.0337*** 0.0267*** 

 (3.72) (4.49)  (5.12) (3.57) 

CFO t-1 0.0901*** 0.120***  0.101*** 0.157*** 

 (9.68) (9.54)  (8.40) (11.24) 

CFO -0.776*** -0.725***  -0.794*** -0.722*** 

 (-39.37) (-41.57)  (-44.58) (-53.95) 

CFO t+1 0.110*** 0.130***  0.0921*** 0.137*** 

 (9.37) (11.25)  (6.18) (12.65) 

Pre 0.0114 0.00601  0.00213 0.00398 

 (1.52) (0.79)  (0.47) (0.72) 

Current -0.00674 -0.00594  -0.0217*** -0.0188*** 

 (-0.84) (-0.88)  (-3.57) (-2.98) 

Post -0.00865 -0.00943  -0.0110* -0.00775 

 (-1.16) (-1.32)  (-1.67) (-1.11) 

Firm characteristics Yes Yes  Yes Yes 

Industry fixed effects Yes Yes  Yes Yes 

Country fixed effects Yes Yes  Yes Yes 

Year fixed effects Yes Yes  Yes Yes 

p-value [βCurrent
(3)<βCurrent

(1)]    0.03  

p-value [βCurrent
(4)<βCurrent

(2)]     0.05 

N 7,185 7,185  6,673 6,673 

adj. R-sq 0.748 0.726   0.767 0.742 
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Table 9 – Financing Sample Partition 

This table reports the results showing earnings management in periods around the initiation of an antidumping trade investigation when the sample is partitioned 

based on the legal status of the firm whether or not the firm raises new financing in the year of, year before, and/or the year after the initiation. Columns (1) and 

(2) report the results for firms that raise cumulative new debt or equity greater than 5% of total assets and columns (3) and (4) report the results for firms that 

do not raise cumulative new debt or equity greater than 5% of total assets. TOT_ACC is measured as the change in current assets minus the change in current 

liabilities (adjusted for current liabilities used for financing) minus depreciation expense. WC_ACC is working capital accruals, measured as the change in 

current assets minus the change in current liabilities (adjusted for current liabilities used for financing). 1/TotAssets is the inverse of lagged total assets. CFOt-

1, t, t+1 are cash flows from operations in year t-1, t and t+1 scaled by lagged total assets. PP&E is net property, plant and equipment, scaled by lagged total assets. 

ΔREV-ΔAR is the change in sales minus the change in accounts receivable, scaled by lagged total assets. Other control variables are defined in Table 2. Standard 

errors are two-way clustered by both firm and year. T-statistics are presented underneath the coefficient estimates. ***, **, and * denote significance levels at 

1%, 5%, and 10%, respectively.  

  (1) (2)   (3) (4) 

 With new financing  Without new financing 

  TOT_ACC WC_ACC   TOT_ACC WC_ACC       
1/TotAssets 0.0274** 0.0467***  0.0248 0.0404*** 

 (2.51) (4.11)  (1.45) (3.35) 

PP&E -0.0332*** 0.00937  -0.0366*** 0.00262 

 (-4.56) (1.41)  (-5.17) (0.39) 

ΔREV-ΔAR 0.0267*** 0.0261***  0.0282*** 0.0295*** 

 (3.86) (3.82)  (3.29) (3.11) 

CFO t-1 0.0829*** 0.124***  0.105*** 0.152*** 

 (6.78) (8.00)  (7.33) (10.13) 

CFO -0.813*** -0.748***  -0.767*** -0.689*** 

 (-50.58) (-51.95)  (-40.70) (-43.58) 

CFO t+1 0.104*** 0.135***  0.0994*** 0.134*** 

 (7.14) (10.90)  (7.52) (12.35) 

Pre -0.00120 0.000859  0.0113 0.00586 

 (-0.14) (0.12)  (1.37) (0.68) 

Current -0.0106 -0.00646  -0.0198*** -0.0183*** 

 (-1.24) (-0.84)  (-3.10) (-2.73) 

Post -0.00451 -0.00406  -0.00750 -0.00579 

 (-0.60) (-0.52)  (-1.49) (-1.01) 

Firm characteristics Yes Yes  Yes Yes 

Industry fixed effects Yes Yes  Yes Yes 

Country fixed effects Yes Yes  Yes Yes 

Year fixed effects Yes Yes  Yes Yes 

p-value [βCurrent
(3)<βCurrent

(1)]    0.10  

p-value [βCurrent
(4)<βCurrent

(2)]     0.06 

N 6,501 6,501  7,391 7,391 

adj. R-sq 0.775 0.744   0.750 0.715 
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Table 10 – Legal Enforcement And Regulatory Quality Sample Partitions 

This table reports the results showing earnings management in periods around the initiation of an antidumping trade investigation when the sample is partitioned based on legal enforcement and 

regulatory quality. We measure legal enforcement as the average of rule of law and judicial impartiality, calculated by La Porta et al. (2002) and regulatory quality as in Kaufmann et al. (2009). 

Columns (1)-(4) report the results when the sample is partitioned based on legal enforcement and columns (5)-(8) report the results when the sample is partitioned based on regulatory quality. 

TOT_ACC is measured as the change in current assets minus the change in current liabilities (adjusted for current liabilities used for financing) minus depreciation expense. WC_ACC is working 

capital accruals, measured as the change in current assets minus the change in current liabilities (adjusted for current liabilities used for financing). 1/TotAssets is the inverse of lagged total assets. 

CFOt-1, t, t+1 are cash flows from operations in year t-1, t and t+1 scaled by lagged total assets. PP&E is net property, plant and equipment, scaled by lagged total assets. ΔREV-ΔAR is the change in 

sales minus the change in accounts receivable, scaled by lagged total assets. Other control variables are defined in Table 2. Standard errors are two-way clustered by firm and year. T-statistics are 

presented underneath the coefficient estimates. ***, **, and * denote significance levels at 1%, 5%, and 10%, respectively.  

  (1) (2)   (3) (4)   (5) (6)   (7) (8) 

 Low legal enforcement   High legal enforcement   Low regulatory quality   High regulatory quality 

  TOT_ACC WC_ACC   TOT_ACC WC_ACC   TOT_ACC WC_ACC   TOT_ACC WC_ACC 

1/TotAssets 0.0238** 0.0498***  0.0303*** 0.0368***  0.0603*** 0.0769***  0.00840 0.0276*** 

 (2.27) (5.61)  (2.85) (2.74)  (4.68) (5.66)  (0.92) (4.26) 

PP&E -0.0355*** 0.0107*  -0.0421*** -0.00254  -0.0254*** 0.0208**  -0.0373*** 0.00315 

 (-5.04) (1.94)  (-4.08) (-0.28)  (-2.85) (2.17)  (-4.90) (0.54) 
ΔREV-ΔAR 0.0251*** 0.0233***  0.0286*** 0.0338***  0.0151*** 0.0127**  0.0349*** 0.0380*** 

 (4.92) (4.45)  (4.73) (5.52)  (2.95) (2.46)  (5.85) (6.49) 

CFO t-1 0.103*** 0.147***  0.0879*** 0.120***  0.0813*** 0.133***  0.107*** 0.148*** 

 (10.81) (16.02)  (7.50) (9.71)  (11.65) (15.01)  (9.16) (16.25) 

CFO -0.795*** -0.729***  -0.756*** -0.706***  -0.837*** -0.763***  -0.748*** -0.686*** 

 (-42.20) (-42.48)  (-32.41) (-36.80)  (-63.57) (-57.47)  (-35.60) (-39.76) 
CFO t+1 0.105*** 0.141***  0.102*** 0.121***  0.0719*** 0.123***  0.120*** 0.141*** 

 (9.05) (15.58)  (7.02) (10.94)  (7.67) (14.14)  (11.08) (17.48) 

Pre 0.0115* 0.00649  0.000105 -0.000245  -0.00941 -0.0120*  0.0200*** 0.0175*** 

 (1.84) (1.13)  (0.01) (-0.03)  (-1.24) (-1.68)  (2.83) (2.94) 

Current -0.00952* -0.00979*  -0.0198*** -0.0178***  -0.0127** -0.0124**  -0.0157*** -0.0112* 

 (-1.90) (-1.69)  (-2.82) (-2.94)  (-2.21) (-2.28)  (-2.74) (-1.70) 

Post -0.00243 -0.00521  -0.0128 -0.0102  0.00284 0.000508  -0.0150** -0.0137* 

 (-0.38) (-0.85)  (-1.47) (-1.19)  (0.38) (0.07)  (-2.06) (-1.85) 

Firm characteristics Yes Yes  Yes Yes  Yes Yes  Yes Yes 
Industry fixed effects Yes Yes  Yes Yes  Yes Yes  Yes Yes 

Country fixed effects Yes Yes  Yes Yes  Yes Yes  Yes Yes 

Year fixed effects Yes Yes  Yes Yes  Yes Yes  Yes Yes 
p-value [βCurrent

(3)=βCurrent
(1)]  0.23        

p-value [βCurrent
(4)=βCurrent

(2)]   0.36       
p-value [βCurrent

(7)=βCurrent
(5)]        0.70  

p-value [βCurrent
(8)=βCurrent

(6)]         0.88 

N 9,224 9,224  4,186 4,186  6,375 6,375  7,201 7,201 
adj. R-sq 0.773 0.746   0.726 0.700  0.815 0.772  0.710 0.691 
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Table 11 – Audit And Financial Reporting Enforcement Intensity Sample Partitions 

This table reports the results showing earnings management in periods around the initiation of an antidumping trade investigation when the sample is partitioned based on AUDIT, ENFORCE and TOTAL 

scores from Brown, Preiato and Tarca (2014). Columns (1)-(4) report the results when the sample is partitioned based on AUDIT, columns (5)-(8) report the results when the sample is partitioned based on 

ENFORCE and columns (9)-(12) report the results when the sample is partitioned on TOTAL. TOT_ACC is measured as the change in current assets minus the change in current liabilities (adjusted for 

current liabilities used for financing) minus depreciation expense. WC_ACC is working capital accruals, measured as the change in current assets minus the change in current liabilities (adjusted for current 

liabilities used for financing). 1/TotAssets is the inverse of lagged total assets. CFOt-1, t, t+1 are cash flows from operations in year t-1, t and t+1 scaled by lagged total assets. PP&E is net property, plant and 

equipment, scaled by lagged total assets. ΔREV-ΔAR is the change in sales minus the change in accounts receivable, scaled by lagged total assets. Other control variables are defined in Table 2. Standard errors 

are two-way clustered by both firm and year. T-statistics are presented underneath the coefficient estimates. ***, **, and * denote significance levels at 1%, 5%, and 10%, respectively.  

 

  (1) (2)   (3) (4)   (4) (6)   (7) (8)   (9) (10)   (11) (12) 

 Low audit score  High audit score  Low enforcement score  High enforcement score  Low total score  High total score 

  TOT_ACC WC_ACC   TOT_ACC WC_ACC   TOT_ACC WC_ACC   TOT_ACC WC_ACC   TOT_ACC WC_ACC   TOT_ACC WC_ACC 

1/TotAssets 0.0319*** 0.0441***  0.0280 0.0651**  0.000949 0.0195*  0.0420*** 0.0601***  0.0198* 0.0390***  0.0372** 0.0597*** 

 (4.18) (5.16)  (1.05) (2.48)  (0.09) (1.80)  (3.65) (4.54)  (2.00) (4.16)  (2.29) (3.63) 
PP&E -0.0341*** 0.0112*  -0.0386*** 0.00101  -0.0342*** -0.00400  -0.0342*** 0.0148**  -0.0359*** 0.00277  -0.0369*** 0.00943 

 (-3.29) (1.69)  (-6.96) (0.15)  (-3.22) (-0.44)  (-5.85) (2.40)  (-2.91) (0.27)  (-6.69) (1.57) 

ΔREV-ΔAR 0.0261*** 0.0223***  0.0309*** 0.0328***  0.0310*** 0.0290***  0.0266*** 0.0272***  0.0304*** 0.0306***  0.0285*** 0.0293*** 

 (4.21) (3.58)  (5.67) (6.38)  (4.06) (4.02)  (5.82) (6.07)  (3.69) (3.82)  (6.05) (6.32) 

CFO t-1 0.0901*** 0.144***  0.108*** 0.144***  0.116*** 0.151***  0.0876*** 0.133***  0.102*** 0.145***  0.0983*** 0.138*** 

 (6.32) (11.33)  (10.09) (13.76)  (6.54) (9.39)  (9.71) (15.66)  (5.57) (8.74)  (11.11) (15.85) 
CFO -0.779*** -0.697***  -0.786*** -0.733***  -0.737*** -0.692***  -0.810*** -0.734***  -0.728*** -0.671***  -0.802*** -0.737*** 

 (-27.81) (-27.55)  (-55.07) (-59.95)  (-20.10) (-21.23)  (-63.47) (-64.64)  (-17.98) (-18.31)  (-65.87) (-64.75) 

CFO t+1 0.0945*** 0.138***  0.102*** 0.131***  0.125*** 0.146***  0.0921*** 0.128***  0.117*** 0.150***  0.0973*** 0.129*** 

 (7.15) (12.13)  (9.39) (16.65)  (8.43) (10.97)  (8.97) (17.23)  (7.43) (10.66)  (10.01) (17.44) 

Pre 0.0107 0.00387  0.00724 0.00578  0.00584 0.00363  0.00485 0.00421  0.00498 -0.000509  0.00599 0.00416 

 (1.26) (0.50)  (1.29) (1.04)  (0.64) (0.45)  (0.84) (0.78)  (0.58) (-0.06)  (1.13) (0.81) 

Current -0.00983 -0.0100*  -0.0144*** -0.0115*  -0.00641 -0.00876  -0.0176*** -0.0130**  -0.0134* -0.0133**  -0.0142*** -0.0110** 

 (-1.42) (-1.75)  (-2.81) (-1.88)  (-0.98) (-1.34)  (-3.63) (-2.44)  (-1.98) (-2.21)  (-3.06) (-2.08) 

Post -0.00730 -0.00822  -0.00193 -0.00305  0.00139 -0.000420  -0.00966 -0.00919  -0.0172** -0.0176**  -0.00324 -0.00269 

 (-0.88) (-1.11)  (-0.24) (-0.36)  (0.15) (-0.05)  (-1.42) (-1.36)  (-2.00) (-2.45)  (-0.48) (-0.37) 

Firm characteristics Yes Yes  Yes Yes  Yes Yes  Yes Yes  Yes Yes  Yes Yes 

Industry fixed effects Yes Yes  Yes Yes  Yes Yes  Yes Yes  Yes Yes  Yes Yes 
Country fixed effects Yes Yes  Yes Yes  Yes Yes  Yes Yes  Yes Yes  Yes Yes 

Year fixed effects Yes Yes  Yes Yes  Yes Yes  Yes Yes  Yes Yes  Yes Yes 

p-value [βCurrent
(3)=βCurrent

(1)]  0.54              
p-value [βCurrent

(4)=βCurrent
(2)]   0.82             

p-value [βCurrent
(7)=βCurrent

(5)]        0.17        
p-value [βCurrent

(8)=βCurrent
(6)]         0.58       

p-value [βCurrent
(11)=βCurrent

(9)]              0.69  
p-value [βCurrent

(12)=βCurrent
(10)]               0.88 

N 6,316 6,316  7,457 7,457  4,525 4,525  9,028 9,028  4,255 4,255  9,361 9,361 
adj. R-sq 0.768 0.730   0.745 0.727   0.722 0.709   0.773 0.741   0.714 0.694   0.768 0.740 

 


