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Abstract

Owing to encourage private universities to improve their performance, Ministry of
Education (MOE) links the relationship between the schools’ operating performance and
MOE’s subsidy. Therefore, this study explores the relationship among budgetary slack,
earnings variance and earnings management. Samples are utilized as the private universities
in Taiwan over the sample year of 2005-2008. Empirical results are as follows: (1) The most
of private universities heavily rely on government subsidies and the earnings management
positively impacts on the government subsidies. (2) There is a significantly positive
relationship between revenue underestimation (proxy as budgetary slack) and earnings
management in private university. (3) In the period of lacking consideration of depreciation
expense of fixed asset, the variable of earnings variance can enhance the explanatory power
of empirical model. In addition, there exists a significantly positive relationship between
earnings variance and earnings management. However, it states that the new policy of MOE
taking the depreciation expense of fixed asset in the sample year of 2007 academic year, the
above scenario disappears. It implies that the MOE’s policy of adopting the depreciation
expense in fixed asset can effectively prevent from earnings management in private university.
(4) The variable of total assets has a significantly positive effect on earnings management in

private university.

Keywords: Earnings Management, Budgetary Slack, Earnings Variance
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