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Poverty Experience of Top Executives, Compensation Incentive
and Real Earnings Management
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Abstract : Based on the sample of China’s A-share listed companies from 2008 to 2017, this paper empirically tests the
relationship between executive poverty experience, compensation incentives and real earnings management. The results show
that executive poverty experience is negatively related to real earnings management, and monetary compensation and equity
compensation play a significant moderating role in the relationship between them. The results of mechanism test show that the
experience of top managers’ poverty partly inhibits the real earnings management through the level of risk-taking. Further,
based on the perspective of firm heterogeneity and executive heterogeneity, the results show that the inhibitory effect of
executive poverty experience on real earnings management is more significant in the sample groups of enterprises in growth
stage, enterprises in higher degree of marketization, male executives with poverty experience, executives with poverty
experience and overseas background, executives with poverty experience and academic background. The paper enriches
empirical research on economic consequences of poverty experience, influencing factors of real earnings management,
compensation incentives and the higher-order theory, and has certain reference value for improving the quality of accounting
information, strengthening investor protection, enhancing the level of information supervision and the effectiveness of
compensation design.

Key words: poverty experience of executives; monetary compensation incentive; equity compensation incentive; real

earnings management; enterprise life cycle



