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CEO’s Education Background and the Quality of

Internal Control Information Disclosure
LI Baixing LI Nongwen
( Capital University of Economics and Business Beijing 100070)

Abstract: In 2002 the United States passed Section 404 of the Sarbanes-Oxley Act requiring publicly traded
firms to establish systems encompassing the five elements of internal control to enhance corporate transparency. Chi—
na also implemented significant adjustments to its regulations on internal control information disclosure. It
introduced the Basic Standards for Company Internal Control in 2001 established the Internal Control Standards
Committee in 2006 and subsequently issued the Basic Regulations for Company Internal Control and the Supporting
Guidelines for Company Internal Control in 2008 and 2010 respectively. The issuance and gradual implementation
of these regulations signaled China’s transition into mandatory internal control information disclosure for its capital
markets.

High—quality internal control information disclosure contributes to mitigating information asymmetry between
companies and investors enhancing stock pricing efficiency reducing risks and promoting innovation. However
existing research on internal control information disclosure has primarily focused on corporate governance environ—
ment auditor characteristics management atiributes and firms” basic characteristics with limited research from
the perspective of CEO’s personal characteristics. CEO’s personal traits directly influence decisions regarding inter—
nal control information disclosure. Given the increasing importance of CEO s educational backgrounds in capital
markets and the necessity for high—quality internal control information disclosure this paper examines the logical re—
lationship between CEO’s educational backgrounds and the quality of internal control information disclosure.

Based on data from Chinese A-share listed firms between 2007 and 2021 this paper empirically examines the
impact of CEO’s educational backgrounds on the quality of internal control information disclosure. The results indi—
cate that CEOs with higher educational qualifications robustly enhance the quality of internal control information dis—
closure. Further analysis reveals that educational levels effectively improve CEO capabilities thereby improving in—
ternal control information disclosure quality with CEO reputation being one of the essential mechanisms.
Subsequent tests demonstrate that CEOs with higher educational qualifications primarily elevate disclosure quality in
areas related to the internal environment control activities and information and communication. Heterogeneity a—
nalysis reveals that the positive impact of CEOs with higher educational qualifications on the quality of internal con—
trol information disclosure is more pronounced in firms facing more severe agency problems or being smaller in
scale.

In conclusion the educational level of CEOs has a positive impact on the quality of internal control information
disclosure. This study not only enriches research on economic consequences related to CEO s personal
characteristics but also expands the factors influencing the quality of internal control information disclosure. It pro—
vides managerial insights for improving the quality of internal control information disclosure for listed companies and
offers reference for different types of firms.

Keywords: CEO; education background; internal control information disclosure; CEO capability; reputation
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