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ABSTRACT

According to 2016 Community Financing Report of the Central Bank, Debt
financing is still the main way of companies who need money. Creditors who supply
money pay attention to the security of money and the debt-servicing capacity of
companies, so they focus on the earnings information of companies. The importance of
earnings information is generally recognized, however, it has not yet reached a
consensus that creditors could identify companies’ earnings management.

This paper analyses information asymmetry theory, signaling theory, principal-
agent theory and the debt contract theory. And then using a sample of the listed
companies of manufacturing industry in 2011-2015, this paper discusses the correlation
of real earnings management and the scale of debt, the correlation of real earnings
management and the structure of debt, the correlation of real earnings management and
the cost of debt, and environment uncertainty how to impact the correlation of real
earnings management and debt financing. According to the results of empirical research,
creditors could identify companies’ real earnings management. Real earnings
management is a significant negative correlation with the scale of debt, real earnings
management is a significant negative correlation with the structure of debt, and real
earnings management is a significant positive correlation with the cost of debt. That is
to say, creditors could identify real earnings management, think it means low earnings
quality and high business risk, so they would provide less money, less time, and higher
risk reward ratio. The interactive items of environment uncertainty and real earnings
management is a significant positive correlation with the scale of debt, the interactive
items of environment uncertainty and real earnings management is a significant positive
correlation with the structure of debt, and the interactive items of environment
uncertainty and real earnings management is a significant negative correlation with the
cost of debt. That is to say, environment uncertainty increases the cost and the difficulty
of creditors knowing companies’ activities, and then reduces creditors’ capacity of
knowing companies’ real earnings management. In addition, this paper makes robust
test through replacing dependent variables, independent variables, and moderators.
Finally, this paper makes conclusions and recommendations for creditors, companies

and government, and points out its shortcomings.
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