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Does CEO Ownership Mitigate the Agency Problems in Non - state — owned
Enterprises? Evidence from Real Earnings Management in China

CHENG Xiaoke, ZHONG Kai, YANG Mingjing
(School of Economic Management, Beijing Jiaotong University, Beijing 100044, China)

Abstract: We investigate the effects of CEO ownership on real earnings manipulation. We find that CEO ownership has a neg-
ative effect on real earnings manipulation and the higher level of CEO ownership, the lower real earnings manipulation. Fur-
thermore, the dual class of CEO and chairman can enhance the negative relation between management ownership and real
earnings manipulation. In addition, real earnings manipulation has a negative impact on future performance, especially the
long term performance. Also, CEO ownership can decrease the negative association between real earnings manipulation and fu-
ture performance. Consistent with synergy effect of CEO ownership, we show that CEO ownership can reduce the agency con-
flict based on the perspective of real earnings manipulation.

Key Words: CEO equity — holding; real earnings management; corporate performance; synergy effect; entrenchment effect;
shareholders” interest maxiumization; enterprise value; internal governance system; equity structure arrangement; private listed

companies
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