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CEO Reputation and the Quality of Corporate Internal Control
ZHANG Ying' CHI Guohua’

(1.School of Economics and Management s Zhejiang Sci-tech University s Hangzhou 310018,China ;
2.School of Internal Audit s Nanjing Audit University s Nanjing 211815,China)

Abstract : Different ways for CEO to maintain reputation make variations of the quality of corporate
internal control. The efficient contracting hypothesis predicts that CEO will improve the quality of
internal control to ensure the effective implementation of decisions.In contrast, the rent extraction
hypothesis predicts that CEO will reduce the quality of internal control to cover up their opportunis-
tic behaviors. Taking A-share listed companies in Shanghai and Shenzhen from 2010 to 2021 as re-
search samples,this paper examines the relationship between CEO's reputation and enterprise inter-
nal control quality,so as to test the above two competitive hypotheses.It is found that CEO's reputa-
tion is positively correlated with the quality of internal control,indicating that CEO tends to make
decisions conducive to the long-term value of the company to maintain their reputation. The conclu-
sion ultimately supports the efficient contracting hypothesis. The heterogeneity test finds that when
the internal and external risk of the enterprise is high,the controlling shareholder is state-owned or
institutional shareholder and the control right is large, the positive relationship between the CEO's
reputation and the internal control quality of the enterprise is more pronounced,indicating that when
the internal and external risk of the enterprise is high and the internal and external supervision func-
tion is strong,CEQO is more likely to defend his reputations by enhancing the long-term value of the
companies. The conclusion of this paper enriches the theoretical research on CEO reputation and
provides empirical evidences for the governance role of manager market.

Key words: CEO's Reputation; Internal Control; Uncertainty; Manager Market
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