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Investment Opportunity Set, Internal Control and

Real Earnings Management

LIN Zhonggao,SUN Li
(School of Business, Anhui University of Technology ,Ma’anshan 243002 , China )

Abstract; Taking Chinese A-share listed companies from 2007 to 2012 as samples, this paper makes an empirical research on
the influence of inspect investment opportunity set, internal control and their interaction on real earnings management. The re-
sults show that the motivation of real earnings management will significantly diminish with the increase of investment opportuni-
ty set. Taking the effect of internal control mechanism into account, the inhibitory effect is more obviously. After the process
of marketization and property rights, the influence of the interaction between the investment opportunity set and the internal
control on real earnings management is significant, especially in the areas with high process of marketization and the state-
owned companies.

Key Words: investment opportunity set; internal control; real earnings management; process of marketization; accrued earn-

ings management; cash flow; corporate governance

.64 -



