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Internal Control Quality, Auditor Effort And Accounting Restatements

YANG Mingzeng, CAO Huize
(Accounting School, Shandong University of Finance and Economics, Jinan 250014 ,China)

Abstract: The internal control system and the CPAs auditing are two kinds of governance mechanisms inside and outside the firms to
prevent the restatements of the financial statements. Using data of Chinese listed companies from 2008 to 2013, the paper examines the
effect of the internal control quality and auditor effort on the different accounting restatements . The research result indicates: (1) the
high—quality internal control has significant effect on preventing technical restatements, but has little effect on preventing economic re-
statements; (2) the increase of auditor effort can reduce economic restatements; (3) the high—quality internal control improves auditor
effort to prevent economic restatements, and the low—quality internal control impairs the effect of auditor effort on preventing economic
restatements.

Key Words: Internal control quality; Auditor Effort; Accounting Restatements
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