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Managerial Power, Internal Control Effectiveness and Overinvestment .

Data from China’s Listed SOEs

GAN Shengdao', HU Mingxia'
(1. School of Business, Sichuan University, Chengdu 610041, China;
2. Center for Internal Audit Innovation, Southwest University of Political Science and Law, Chongqing 401120, China)

Abstract: The core of internal corporate governance is to properly configure the management power to facilitate a variety of in-
stitutions and policies to promote the company’s operational efficiency. In this paper, we analyze the relationship of internal
control effectiveness and overinvestment. Further, we discuss the effect of management power on the internal control effective-
ness and overinvestment. We found that:1 ) the more effective the internal control is, the lower level overinvestment will be;
2) For China’s listed SOEs, the management power will a weakening negative effect on internal control effectiveness on the
level of overinvestment. On the condition that the management power is more centered, the effect of internal control over the
overinvestment will not be apparent.

Key Words: management power; internal control; overinvestment; corporate governance; financial risk; residual control

power; insider control
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