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Executive Summary
This paper discusses and discusses many aspects of governance, including the ethical framework of earnings management, agency theory, and its advantages and disadvantages Although Tesla is controversial in many aspects, the research sample is not a family enterprise This situation will bring more new perspectives to the latter's research on governance earnings management and so on The results show that Tesla's earnings management theory and agency framework are related to Tesla's R&D product strategy and market investment strategy The earnings management problems of family enterprises due to governance are quite different from those of high-tech companies like Tesla However, earnings management will also have an adverse impact on both.
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1. Earnings Management for Tesla
1.1 Introduction
This paper will discuss several incentives and pressures in critical earnings management and comment on them from the perspective of ethical framework and agency theory Tesla will be selected as the research object in this study From Tesla's data in recent three years (including: financial statements, literature and news sales) This paper is divided into three parts: The first part discusses the impact of incentive measures and pressures of management on earnings management in Tesla The second part reviews Tesla's moral principles of society from the theoretical framework and agency theory respectively The third part discusses the achievements and suggestions of British governance structure in controlling earnings management.

1.2 Earnings Management in Tesla 
1.2.1 Introduction to the Theory of Earnings Management
The theory of earnings management is relatively diversified There is no consensus on the definition of earnings management in academia (Beneish. M, 2001) In 1989, Schipper first defined earnings management as management manipulating or interfering with external financial reports for personal benefit In 1999, the Securities and Exchange Commission (SEC) defined earnings management as a radical means to modify financial results by various means in order to achieve the intended goal Healy and Wahlen (1999) argue that earnings management comes from the fact that managers will change financial reports according to their own judgment, thus misleading stakeholders' understanding of economic conditions However, earnings management may also be an active operation to achieve the required level (Ortega & Grant. G.H, 2003) Scott believes that earnings management is a strategy made by business managers to achieve specific goals According to the above theories of earnings management, this paper divides earnings management into three types as shown in Table 1: earnings management with incentive nature, earnings management under pressure and earnings management between incentive and pressure.

1.2.2 A Brief Introduction to Tesla
Tesla is an internationally renowned company. After Musk became the chairman in 2004, Tesla has been following the direction of technological innovation and electric vehicle industry (Hess. M & Andiola. L, 2018) Tesla's very rapid market value in recent years exceeded $12,000 in 2021 (Yifei. Z & Chengyun. K, 2021) In 2022, the turnover totaled US $81.5 billion, and the revenue increased by US $1.2 billion. In the same year, the sales volume of 131 vehicles delivered worldwide increased by 40% year-on-year (Tesla.com, 2022) Tesla factories are spread all over the world, including the United States, Europe, China, India and other big countries The largest factory is the Super Tesla Factory (Lan, 2018) built in Shanghai, China in 2018 Tesla's best-selling cars in the world are the Model YModel 3 and Model X (Tesla.com, 2022). Tesla not only has a business in electric vehicles, but also has a wide range of businesses including artificial intelligence rocket launches and new energy sources Most businesses are in high-tech and top industries Most of Tesla's news reports and events come from the fields of technology and investment, which is an important factor in earnings management.

1.2.3 Earnings Management under Incentive
There are many reasons for Tesla's swiftness. However, there are two kinds of incentives that can influence Tesla management to make some intervention in financial summary. National incentives and management incentives.
First of all, Tesla's incentives at the national level mainly come from the policy support of big countries in the world for Tesla to set up factories. The most striking thing is that Tesla opened a wholly-owned "Gigabit Factory" in Shanghai, China under China's incentive policy in 2018. By 2020, Tesla has occupied 13% of China's electric vehicle sales (Harwit, 2022) The role of the factory is to produce more electric vehicles. According to statistics, in 2021, Tesla Shanghai factory produced a total of 35,478 vehicles, accounting for half of the vehicles delivered globally in the same year (Harwit, 2022) Management will take some financial interventions to cope with the growth caused by huge orders and production, so as to benefit the greater.
Second shareholder activism is an important influence on management incentives because shareholder activism is often based on the reporting of financial statements, which will affect the reporting behavior of management and create opportunities for earnings management (Sun et al, 2013) Tesla was a relative loss from 2003 to 2016 at the beginning of its establishment (Jim. C, 2018) Now Tesla is profitable. In the 20 years since its establishment, management has intervened in the financial statements to make profits according to personal judgment.

1.2.4 Earnings management under pressure
Tesla's operation will encounter three pressures in a long time line: consumer trust pressure, social pressure and tax pressure. Management will make some decisions for the negative damage caused by pressure, thus producing earnings management In terms of social trust, Tesla is often under double pressure from customers and shareholders for product trust and technical trust Especially after the sharp increase in Tesla car sales in 2018, related events also gradually increased For example, Tesla brake failure events (Zhang, 2021;) have occurred many times since 2021; An. Y, 2022) In 2022, Tesla carried out two large-scale product recalls (An.Y, 2022) and Tesla's Autopilot Autopilot Autopilot's traffic in the United States (Faiz et al, 2022) This makes customers have a trust deficit in Tesla electric vehicle products and related technologies. This social pressure also forces managers to intervene internally strategically. For example, in 2018, the FBI investigated Tesla for allegedly misleading consumers by falsely reporting production (Zhouchao. X, 2018).
In terms of social pressure, Tesla's electric vehicles have not only suffered from social pressure due to car accidents for many times, but also many social pressures including racial discrimination, layoffs, air pollution in automobile assembly plants and vehicle reduction (BBC, 2022; EPA, 2022) Because these pressures will give society and investors a negative view of Tesla, the strategies made by management to protect products and reputation will also bring more earnings management.
At the same time, Tesla has tax pressure in many countries Taxation is one of the important links that directly affect the operation, and it is also a part that must be experienced in the process Tesla, as a multinational company, has always been a concern of the host country and one of the important sources of income in most countries The income tax rate of the host country will directly affect the survival of foreign direct investment (Farah el at, 2021) Tesla's problems in this area are particularly prominent. For example, in 2015, Denmark announced a tax increase on electric vehicles, which caused Tesla's sales to soar for a few months and then fell back. Denmark lost nearly 23 million euros in tax revenue (Asplund el at, 2019) At that time, this had a certain impact on Tesla's business in Europe The same pressure also appeared in the following years. In 2018, Tesla signed a "gambling agreement" with Shanghai, China (Wu. S, 2021). Shanghai provided Tesla with venues to build factories, while Tesla had to pay 2.23 billion euros (272.88 million euros) every year from 2023 If the tax payment cannot be implemented, Shanghai will recover the land The inevitable majority of views on Tesla's operating conditions from the host country's taxes on Tesla come from the annual financial statements and sales statements Tesla management does not rule out direct operation or intervention in financial statements and sales in order to achieve survival in the host country And earnings management also comes from the decision of management under the pressure of tax.

1.2.5 Earnings Management Based on Incentive and Pressure
Tesla is a company that combines new technologies with products. The research and development of products has always been the significance of Tesla's existence (Tesla.com, 2022) Therefore, Tesla has experienced many layoffs in its 20 years of establishment Many management decisions are not made under incentive or pressure For example, Tesla's judgment and expectation of the market has always been a concern of the leadership In order to compete for the market and increase sales volume, after the Tesla factory was built and produced in China in 2020, electric vehicles ushered in several price cuts, and the latest price cut was as high as one fifth (Lucy. Hooker, 2022) In response to the sales growth caused by the price reduction, the management made some more favorable strategies This is one of the conditions that earnings management will produce.
At the same time, the board of directors headed by Tesla Chairman Elon Musk made some decisions unrelated to Tesla, such as Elon Musk's decision to take Twitter and fire half of the original staff (BBC.com, 2022) Such personal behavior will have some impact on Elon Musk's operations, and some countermeasures will be taken by management to deal with such influence from leaders' personal behavior, which also leaves opportunities for earnings management.




1.3 Conclusion 
To sum up, Tesla's earnings management mainly comes from three main directions: under incentive and under pressure and based on incentive and pressure Earnings management under incentive mainly comes from the incentive behavior at the national level and the incentive behavior of management Earnings management under pressure mainly comes from three pressures: trust society and tax Earnings management based on incentive and pressure mainly comes from Tesla's expected strategy for the market and the personal behavior of leaders Management will intervene in financial statements or sales statistics because of the above factors, thus leaving room for earnings management.
























2. Tesla's Ethical Framework

2.1 Introduction
Tesla, as one of the world's top high-tech industries, has been implementing technology-led research and development products Whenever a new product is introduced to the market, Tesla has encountered a series of social problems caused by technology for more than 20 years in the research and development and sale of high-tech products, such as brake failure of Tesla electric vehicles (Zhang, 2021; An. Y, 2022) and multiple car accidents caused by autonomous driving in the United States (Faiz et al, 2022) This chapter will discuss Tesla's ethical framework from four ethical frameworks: designing intelligent systems, relational leadership, social corporate responsibility and data and technology.

2. 2 Tesla is designing the ethical framework of intelligent systems
“The benefits of self-driving vehicles have the potential to be huge. Not only can they improve people’s access to education and other vital services, but the industry itself can create tens of thousands of job opportunities throughout the country. Most importantly, they’re expected to make our roads safer by reducing the dangers of driver error in road collisions.”
British Transport Secretary Grant Shapps (GOC, 2022) has mentioned the future transportation planning for autonomous driving The design of autonomous intelligent systems similar to autonomous driving systems will fundamentally change lives. They can improve efficiency and labor costs (Leikas el at, 2019) The autonomous management of the system surpasses the original automation technology, which makes the machine autonomous and realizes the ability of intelligent autonomous decision-making This sensing system and autonomous decision-making rely on a variety of artificial intelligence (AI) technologies (Montewka el at, 2018) However, Tesla's self-driving technology often has problems. On February 16, 2023, Tesla announced the recall of nearly 360,000 vehicles because of design defects in the self-driving software (Richard W, 2023) Events like this have caused the society to lack trust in the design of Tesla's intelligent driving system.
Autopilot is an intelligent system. Tesla should consider the following ethical issues when designing Autopilot First of all, value-based design (VSD). The "value" in VSD is defined as that the product is an important user or user group of the product. At the beginning of product design, it is necessary to combine the values of users and stakeholders to build VSD (Friedman el at, 2013) Second Autopilot design should be life-based design (LBD). Designers should make intelligent systems understand the meaning of the concept of "good life" of customers and emphasize its importance (Leikas. J, 2009) At the same time, the designer needs to set a measure of "a better life" according to the situation of the vast number of users Let LBD know what is the most important goal, and finally want the user experience to be perfect Third, Tesla designers should regard responsible research and innovation (RRI) as a core design ethics Responsibility is an act accepted by the whole society (Porcari, 2016) Tesla should regard responsibility and innovation as the main factors of international market competition The responsibility of producing and innovating new products, the responsibility of creating value for society and the responsibility of protecting the safety of users' lives and property should be incorporated into culture and business.
In 2016, IEEE put forward the Global Initiative for Ethical Consideration of Artificial Intelligence and Autonomous Systems (Chatila, 2017), which mainly has three advanced ethical issues about intelligent systems: 
1. The design should be defined as the concept.
2. Artificial intelligence should give priority to the interests of human beings and nature.
3. With the development of artificial intelligence technology, its negative impact on society should be reduced.

2.3 Tesla's Ethical Framework in Data Construction
Tesla has users all over the world. The use and purchase of products will generate a lot of data related to users These data mainly include data related to citizens' privacy, such as consumption age, transportation and transaction information Tesla's teachers use a large amount of data to help managers better serve users and enhance their product experience However, how to protect users' privacy rights should be Tesla's key concern (Kitchin. R, 2016) Herschel and Miori (2017) believe that ethics is to do behavior that may cause interest or mental harm to others A good ethical framework can guide individuals or organizations to make reasonable and persuasive decisions In this era of big data explosion, Tesla's moral position is that moral decisions made by and organizations according to external factors can improve users' loyalty and make them more influential and competitive At present, three new ethical frameworks have emerged due to data technology, namely privacy and monitoring data integrity. Public transportation.
Tesla should be the basis for issues involving user privacy and surveillance Solove (2012) once pointed out that there are three stages of harm to users' privacy: information collection, information processing and information disclosure and dissemination Each will have a crisis of trust and far-reaching impact on Tesla's loyal users Tesla should establish a complete monitoring system to deal with the security problems of users' privacy. According to Chang (2021) 's four frameworks for protecting information, first of all, information collection can only be carried out with the consent of users The second generated information is processed and then confirmed and identified The third Tesla technician should control external access requests such as access by applications from other unknown sources to information such as the user's personal information location in information dissemination At the same time, it should be strictly forbidden to sell or trade any information about Tesla customers Fourth, Tesla should prevent individual users from being interfered by information such as spam telemarketing.
In terms of data integrity, some researchers agree that the accuracy of users' information is one of the characteristics of data Avoid a large number of fake accounts in Tesla user community Liu et al. (2016) believes that the following two errors in user data collection will lead to untrue data and incomplete information First, researchers should ensure the authenticity of web users and avoid "robot" accounts like those found on social networks such as Facebook and Twitter Second, complete the user data to ensure that the user ID is correct Tesla also faces the problems of personal privacy and public transportation information security involved in collecting and public transportation data in the construction of public transportation data.


2.4 Tesla's Ethical Framework in Corporate Social Responsibility
Corporate Social Responsibility (CSR) is a must for international universities Kotler and Lee discussed the issue from a strategic point of view. They believe that CSR should be a part of the business strategy, as well as advocating that enterprises should fulfill more responsibilities to society Tesla has done relatively little in CSR Kotler and Lee also said that CSR can make the society and everyone in the enterprise benefit from the strategy. Compared with those who have not fulfilled their corporate social responsibility at all, enterprises that participate in social activities and fulfill their social responsibility can provide more financial support for public welfare undertakings and improve their public awareness On the other hand, Tesla's business is all over the world, and its matching market, production, sales and after-sales service need the support of local society From Tesla's point of view, CSR and profit are win-win strategies for mutual achievement.
There are several kinds of ethics in CSR, the most famous of which is Kant's applied deontology ethics, which criticizes CSR for marketing rather than moral obligation However, in Tesla's case, virtue ethics seems to be the most suitable for it Virtue ethics is a marketing theory that integrates Tesla's virtue concept into culture and characteristics to influence Tesla (Collier, 1995) From the perspective of virtue ethics, users and society tend to like products or brands that converge with the value relationship of this group of people (Aaker et al., 2004).
It is necessary to establish CSR related to Tesla according to the definition of virtue ethics Murphy (1990) put forward three reasons for how to apply "virtue" to First of all, Tesla can think of its own and users as a special community with many members whose rules and expectations are the same () Second, the corporate culture evolves into a unique character with the enterprise. Tesla should strengthen the cultivation of this unique characteristic inside The third employee's personal virtue should be accepted, and the enterprise virtue should also be transformed into a part of personal virtue Tesla needs CSR as part of an important strategy, which will help Tesla have more positive feedback and positive evaluation from society and users Now, events such as Tesla layoffs and traffic safety problems at Tesla Autopilot are a part of corporate social responsibility that should be missing.

2.5 Tesla's Ethical Framework of Relational Leadership
As part of Tesla's ethical framework, relational leadership is indispensable Although the ethical concept of relational leadership is relatively personal and difficult to quantify compared with the previous parts According to the dimension of "relationship position", the different relationships between leaders and employees' stakeholders and households are clearly recognized The relationship between leadership and other employees is mainly established by effective dialogue and communication Leader conducts moral education to other employees through dialogue and introduces the moral framework into employee behavior so as to train leaders' leadership ability (Noddings, 2002) Tesla is a listed international company with employees from all over the world and employees from different countries Tesla should cultivate relational leadership based on caring theory. This special ability enables the leadership to establish a relatively trusting working relationship with all employees across cultural backgrounds Tesla employees work in a relatively simple and open job, which is beneficial to them.

2.5 Conclusion
To sum up, in the ethical framework, this paper discusses Tesla's ethical framework from four aspects: designing intelligent system data, building CSR and relational leadership Establishing the theoretical framework of these four aspects will make Tesla better in the future.




















3. Agency Issues Involved in Tesla

This chapter will focus on the agency issues from four aspects: the input of the board of directors and executives in the production and sales of products and the social responsibility of research and development Use agency theory to solve the problems encountered by Tesla in operation.

3.1 Agency for Tesla's Board of Directors and Executives
Tesla is a company whose market value has increased very fast and also rapidly Tesla's leadership (board of directors and stakeholders) will be the key to the future If you want Tesla to have a long-term management in the board of directors and senior management, you need to improve the following aspects First of all, the board of directors should pay attention to the interests of relevant shareholders and all stakeholders According to the agency theory put forward by Jensen and Meckling (1976), managers exercise management rights on behalf of shareholders and the board of directors The board of directors takes the "switch" of control in hand, which can benefit from property information and some non-financial information between shareholders and executives The board of directors usually uses the comprehensive report regularly reported by the inspection management to ensure that the data cannot be falsified In this way, the asymmetry of information can improve the agency cost, which is a means to control the work of managers (Vitolla, 2020).

3.2 Agency problem of Tesla production and sales
Tesla's products are sold worldwide, and most of them are sold with electric vehicles and their matching products including auto parts, charging piles, software systems and so on In the long run, it is difficult to produce all products only by Tesla A product has to go through a lot from design to production to sales to customers Obviously, Tesla's investment in R&D has been quite large. In 2021 alone, Tesla's R&D investment was as high as 1.874 billion US dollars (Tesla, 2022) It is obviously impossible to complete other businesses at the same time with high investment So Tesla has a certain number of agents involved in suppliers and distributors These suppliers and distributors serve Tesla's upstream and downstream industries. Tesla needs clients to ensure that these agents can comply with Tesla's requirements and safety requirements to produce spare parts to protect the problems and reputation of the products The agent can optimize the supply chain to produce higher product accessories and improve production efficiency.

3.3 Agency problem of Tesla technology research and development
In terms of technology research and development, Tesla chooses agents different from many high technologies Although Tesla is a technology-driven enterprise, it needs continuous product innovation and technology research and development The client needs to ensure that Tesla can meet the market demand at the technology research and development level, including the protection of intellectual property rights, appropriate investment and transformation of achievements However, in order to promote the industry, Tesla chose to open source technology to realize technology For example, in June 2014, Tesla Motors announced in official website that it would open patented technology (Moritz et al, 2015). Open source technology has made many electric vehicle-related enterprises rise and brought about the telling of electric vehicle technology Tesla chose this open source technology to teach many joint research and development related to electric vehicle technology, which will cost Tesla agency fees in technology research and development and prevent intellectual property theft.

3.4 Agency Problem of Tesla Corporate Responsibility
Tesla's electric vehicle products themselves conform to the concept of green environmental protection, so the society has high expectations for Tesla in terms of environmental protection and sustainability Tesla needs a special agency to implement the agency plan to operate the business operations related to corporate responsibility The agency part includes Tesla's agency rights on issues such as transparency of technology research and development and social accountability mechanism.

3.5 Conclusion
This chapter discusses Tesla's agency theory at four levels: board level, production and sales level, technology research and development level and corporate responsibility level As a world-renowned technology innovation enterprise, controlling the agency rights in these four aspects will help Tesla achieve faster in the future.













4. The Role of Governance in Earnings Management
4.1 Introduction
The problems caused by false accounting and financial fraud in MG Rover Group, WorldCom Northern Rock Bank and Enron have always been the concerns of many investors about large-scale governance (CG) (Abdou el at, 2021) The problem of agency between board leaders and managers arising from governance has also aroused the interest of most experts This chapter will select the British governance theory to how to manage earnings (EM) Governance is mainly from the following four systems: the system of independent external directors, the dual nature of CEO, the scale and diversity of the board of directors.

4.2 Independent External Director System
Separation of internal and external directors "internal" generally refers to board members involved in management who are middle or senior managers or shareholders (De Andres, Azofra, & Lopez, 2005) "External" directors are those who are independent of management, i.e. Have no relationship that can influence directors' judgment (Mallin, 2006) Percy, and Erkurtoglu (2008) have shown that the higher the proportion of outside independent directors on the board of directors, the less the use of discretionary accruals can improve performance So that EM occur.

4.3 Dual Position System of CEO
A dual CEO position is one in which the CEO serves as a board member or chairman, in which case the executive and management positions are held by the same person This arrangement can lead to more efficient decision-making and management, and the operations that the CEO can directly promote can also achieve the goals quickly (Abdou el at, 2021) Ramdani and Witteloostuijn (2010) argues that when a large CEO and chairman of the board are the same, there will be no privacy such as goal uncertainty and management uncertainty. Assuming that a CEO with dual positions can lead this company to perform better than one without such a system, the probability of EM is very low.

4.4 Size and Diversity of Board of Directors
The current research on board size has not found that there is an inevitable exercise between board size and market A larger board of directors may bring many resources, including society, money and technology, etc. If the board members can give positive advice and help the operation, and can monitor the behavior of the management, the probability of EM will occur (Peasnell et al., 2005) On the contrary, more members will share resources Jensen (1993) argues that small boards have more control over them than large boards, which are more difficult to communicate when making decisions And the bigger the board of directors, the more serious the agency problem will be (Weisbach 2003) Therefore, there will be a higher EM.
The diversity of boards is usually measured by the proportion of female members on the board According to research, the diversification of the board of directors is related to EMsurplus and financial results (GullNekhiliNagati & Chtioui 2018).


























5. Conclusion

This article is divided into three main parts of Tesla Earnings Management discusses Tesla in the ethical theory and agency framework Finally, it discusses the role of governance in earnings management.
In the first part of this chapter, Tesla's earnings management is mainly carried out from three aspects: Tesla's earnings management under incentive pressure and earnings management between them In the second part of the article, Tesla's ethical theories in intelligent design system, data construction, management, CSR and personal leadership are mainly discussed At the same time, Tesla involves four aspects of agency theory: managers, suppliers, technology research and development and corporate responsibility Finally, this paper critically discusses the four functions of CG in EM.
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