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Internal Control, Internal Audit and Manager Expropriation

ZHAO Guoyu, TANG Hong

(1. School of Accounting, Guangdong Institute of Business, Guangzhou 510320, China;
2. Department of Accounting, Hunan Institute of Financial Economics, Changsha 410205, China)

Abstract: This paper studies the relations of internal control, audit failure and the manager expropriation by methods of game
analysis and empirical testing. Game analysis shows that the more power of internal control the managers have, the more possi-
bility to invade the interests of shareholders. The more stringent the company’s internal audit and supervision is, the less possi-
bility of invasion of the interests of shareholders. If a person is the company’s general and chairman of the board, the higher
the number of managers in the board is, the easier to cause the situation for the managers to control the board of directors, so
the more serious the manager expropriation of the interests of shareholders. If internal audit supervision is stronger, then it is
more conducive to curb the management expropriation behavior. If state-owned company internal control is more outstanding,
so manager expropriation of the interests of shareholders is more serious.

Key Words: internal control; internal audit; manager expropriation; audit supervision; fraud

.54 .



