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Abstract

Abstract

The Ministry of Finance of China has promulgated the Accounting Standards for
Business Enterprises in February,2006 (hereinafter referred to as the new accounting
standards), which substantially converged with the International Financial Reporting
Standards (IFRS) and become a landmark in the development history of China's
accounting standards. More than six year’s implementation of the new accounting
standards in the listed companies since 1st January 2007 provided opportunities for
empirical study and the academia has obtained numerous evidences as to the effects
and economic impacts. Whether the IFRS-converged new accounting standards have
increased the quality of accounting information or not, which has been highly
concerned by the academia. In order to study the relationship between the
international convergence of accounting standards and earnings persistence in China,
this paper adopts the quality of accounting earnings as a proxy for the quality of
accounting information, especially, focuses on earnings persistence which is an
important feature in the quality of accounting earnings.

Based on the literature review, this essay begins with a theoretical discussion on
the related concepts such as the changes of the accounting standards, accounting
earnings, earnings persistence, and so on; mainly discusses the major impacts of the
new accounting standards on the disclosed information in the income statement;
empirically test the relationship between the international convergence of accounting
standards and earnings persistence based on the A-share companies listed in Shanghai
and Shenzhen Stock Exchanges from the period of 2002 through 2011 and have the
following findings: (1) three different level of earnings indicators are used to test
earnings persistence, however, results show that earnings persistence has a decreasing
trend after the implementation of the new accounting standards, which has nothing to
do with the used indicators; (2) after decomposing earnings into different parts to
detect their persistence, the paper finds that the persistence of accruals has decreased
after the implementation of the new accounting standards, but the difference in
persistence among accruals and cash flows has not been proved to increase, while the
decreasing trend in operating income’s persistence partly results from the three items
included in the range of operating income; (3) regarding the core earnings and

classification shifting behavior, the evidence is that the listed companies appear to



Abstract

intentionally misclassify core expenses to non-recurring items to manipulate core
earnings during the old and new period, and this type of earnings management can

decrease the persistence of core earnings to some extent.

Key Words: Accounting Standards; International Convergence; Earnings Persistence;

Classification Shifting
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