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The influence of CEO and CFO power on

accruals and real earnings management
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6 Conclusions

The primary objective of our study is to investigate the influence of joint CEO/CFO
“power” on the financial reporting process. In so doing, we provide evidence on the
relationship between executive power (both CEO and CFO); and (1) accrual earnings

management, (2) real earnings management, and (3) meeting or beating analysts’ earnings
forecasts. In addition, we investigate whether CFO (CEO) power mitigates the influence of
powerful CEOs (CFOs) in managing earnings. Our primary results can be summarized as
follows: (1) powerful CEOs prefer AEM over REM particularly in the pre-SOX period; (2)
powerful CFOs prefer REM over AEM power in both the pre and post-SOX periods; (3)
powerful CFOs are able to limit the AEM of powerful CEOs; and (4) powerful CEOs
limited the REM of powerful CFOs, but only in the pre-SOX period.
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