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CFO’ s management ability and internal control quality based on

the empirical evidence of Chinese listed companies

Yu Xuelian
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Abstract: Comprehensive indexes of CFO’ s management ability are constructed via principal com-

ponent analysis with Chinese A-share listed companies during 2009 to 2014 as research samples. The

effect of CFO’ s management capability on the internal control quality is researched with relation to

corporate ownership. The results show that the stronger the CFO’ s management ability, the better

the company’ s internal control quality, that the management ability of CFO is positively correlated

with the quality of internal control both in the state-owned enterprises and non state-owned enterprises.
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Tab.1 Index system of CFO management ability
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Tab.2 KMO and Bartlett spherical test results
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Tab.3 Factor load matrix

CFO % FiRE F s

W EE bR 1 2 3 4 5 6
HERE 0.043 0.656 -0.412 -0.164 0.023 0.037
R -0.013 0.485 -0.285 0.296 0.097 -0.301
WOl 5 -0.047 0.079 0.028 0.912 0.113 0.267
Uik AUl 0.082 0.699 0.022 -0.146 -0.202 0.247
B 0.219 0.281 0.597 -0.016 0.377 -0.029
Fr M L) 0.276 0.226 0.553 -0.081 0.354 -0.155
BEANERS NG 0.962 -0.060 -0.073 0.069 -0.127 -0.111
AR ey 0.963 -0.042 -0.035 0.060 -0.107 -0.116
HH LIRS A 0.922 -0.092 -0.183 0.013 0.037 -0.014
AR i] Y 0.194 -0.152 -0.394 -0.177 0.687 0.497
JBAR FAAS HE R 0.260 0.052 0.306 -0.035 -0.387 0.656
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Tab.4 Descriptive statistics of main variables
AR AR CEME P ARlEE &RME RKRME
ICI 6 488 679.35 688.61 79.746 170.06 985.60
CFOM 6 488 0.002 -0.352 0.847 -3.339 3.682
SOE 6 488 0.357 0 0.479 0 1
Profit 6 488 0.067 0 0.249 0 1
Lev 6 488 0.422 0.404 0.300 0.007 0.998
ROA 6 488 0.052 0.044 0.165 -1.052 10.031
First 6 488 36.512 35.190 15.468 3.891 89.413
£5 TETEEXRY
Tab.5 Correlation coefficient of main variables
AR ICI CFOM SOE Profit Lev ROA First
ICI 1 0.051°"" 0.103°"" -0.382"""  -0.050""" 0.130" "~ 0.144" "~
CFOM 0.086""" 1 -0.033""" -0.032"*"  -0.018 0.028" " -0.015
SOE 0.085°"* -0.007 1 0.051""" 0.248"""  -0.032""" 0.172° "
Profit -0.343""" -0.059""" 0.051""" 1 0.178""*  -0.198 -0.074"""
Lev 0.011 -0.009 0.347°"" 0.154" "~ 1 -0.156" "~ 0.051"""
ROA 0.413*""  0.097""" -0.132""" -0.431"""  -0.388""" 1 0.001
First 0.135° " -0.004 0.173°"" -0.071""" 0.088" " 0.064" " 1

1 2 F 7 J2 Spearman A IEME R B, A5 L5 & Pearson AHIEHERE 2 F 0 °
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Tab.6 Empirical result of CFO management capability and internal quality control

HeEfe s , 5 B SCERBEEAR— 0 R TRE, K5
VS ES S

A g -Gk 2-EA £l 3-dEEA A
Cons 649.368 " * (211.822) 650.781° " * (89.767) 653.426" " (199.980)
CFOM 4.644" " " (4.444) 9.925" " (4.617) 2.1537(1.909)
SOE 16.202" " * (8.311)
Profit ~115.901" " * (-31.493) -132.319" " " (-20.399) -103.516" * " (-23.703)
Lev ~2.247" (-1.718) -3.942" " " (-2.651) -8.652" "7 (-2.744)
ROA 27.892" " *(5.058) 35360 * " (3.159) 27.525" " " (4.579)
First 0.481" " *(8.260) 0.666° " (6.007) 0.368" " * (5.632)
Ind/Year SELT! e ST
AdjustedR? 0.205 0.221 0.187
F A8 153.425" " 66.646" 97.183"**
N 6 488 2313 4175
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