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Management Power Internal Control and

Compensation Performance Sensitivity

YUAN Chunsheng ~ XIONG Mi ~ ZHAO Yunzhu
( College of Finance Jiangxi Normal University Nanchang Jiangxi 330022 China)

Abstract: This paper makes an empirical study on the relationship between management power internal control
and executive compensation performance sensitivity as well as the influence of internal control on the relationship
between management power and executive compensation performance sensitivity. Based on the study of a — share lis—
ted companies in Shanghai and Shenzhen stock exchanges from 2010 to 2016 it is found that management power is
significantly negatively correlated with the sensitivity of executive compensation performance That is the greater the
power of the management the more serious the decoupling between executive compensation and corporate perform—
ance; The more effective the company’ s internal control the higher the sensitivity of executive compensation per—
formance; Effective internal control can restrain the negative influence of management power on executive compensa—
tion performance sensitivity. The results show that the excessive power of management reduces the incentive effect of
executive compensation contracts while good internal control can improve the effectiveness of executive compensa—
tion contracts and reduce the negative impact of management power on executive compensation contracts. The results
have certain reference value to improve the company compensation system and internal control.

Key words: management power; internal control; executive compensation; compensationperformancesensitivity
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