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Managerial power , internal control quality and earnings management
HU Mingxia
( China Research Institute of Enterprise Governed by Law ,Southwest
University of Political Science and Law ,Chongqing 401120 ,P. R. China)

Abstract: This paper studies the relationship between managerial power, internal control quality and
earnings management. We find that: 1) The internal control quality is negatively related to earnings
management. 2) CEQ’ s structure power plays a negative moderating role in the relationship of internal control
quality and the accrued earnings management, which demonstrates the CEO acted as board of director increases
the agency costs between shareholder and manager. 3) The expert power has a positive moderating effect on
internal control quality and the accrued earnings management, which means the CEO’ s longer tenure can
enhance the internal control quality’ s inhibition effect on the accrued earnings management. 4) The reputation
power has a positive moderating effect on the relation of internal control quality and the accrued earning
management, which means the higher education background of CEO is favorable of improvement of internal
control quality.

Key words: structure power; expert power; reputation power; political power; internal control quality;

earnings management
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