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Abstract; As important internal and external corporate governance arrangement, both internal power distribu-
tion and independent audit should affect the firm’s tax evasion decision. At present it is a major issue of increasing
concerns for theorists and practitioners as for how management traits affect tax avoidance ,while most existing litera-
ture related has ignored the role the executive power configuration played within. On top of that,tax avoidance policy
made by executives is bound to be restrained by intermediary agencies, say, the CPA firms. So, the question re-
mains ,under an emerging and transitional market economy , whether external audit can play its due role in the inhi-
bition of aggressive corporate tax avoidance and how further enhanced executive control influences the performance
of external audit. Therefore,in order to improve and enhance current studies related and figure out the question men-
tioned above, the article comes into being.

Based on the data of 7027 firm-year observations of Chinese listed companies from 2008 to 2013, we examine
the impact of executives’ control power on the degree of corporate tax avoidance as well as whether this relationship
is affected by external audit. The empirical study shows that: (1) The enhanced executives’ control power can in-
crease the corporate tax aggressiveness,which shows that firms’ tax avoidance strategy implies the power rent-see-
king motive of executives; (2) Whether based on the “Big Four” or “domestic top ten” auditors as the measure of
audit quality, external audit with high quality also can boost the corporate tax aggressiveness, revealing that inde-
pendent audit hasn’ t played the desired functions of supervision in corporate governance; (3 ) Further empirical
studies also show that the enhanced executives’ control power can strengthen the positive correlation between exter-
nal audit and the company’s tax avoidance,indicating that the big CPA firms with high reputation may become the
shield or conspirator of executive’s self-serving behavior via tax avoidance decision. The results of this study provide
empirical implications for the policy-making on enhancing the auditing independence and listed firms’ financial de-
cision-making regulation.

This paper’s possible contribution are as follows;based on studies on how executives’ control power affect tax
avoidance as well as on the role of external audit played therein,this article can both be seen as a vital complement
to the “managerial power theory” proposed by Bebchuk et al. (2002) when corporate financial decision-making is
involved ,and an extension to the current study on how differentiated auditors affect tax avoidance against the back-
ground of China ( McGuire et al. ,2012). It is of enormous value when it comes to understanding what possible eco-
nomic repercussions may be caused by the exertion of executives’ control power in Chinese listed companies and
what’s the exact behavior patterns of external audit. Furthermore , it may offer more detailed clues on some significant
guidelines and policy-makings such as, how to deepen the current corporate governance reform and improve audi-
tors’ independence.

This paper’s policy implications are as follows; to start with,in the course of economic transformation, since ex-
ecutives with supreme control power might prefer aggressive tax avoidance strategy ,then how to,via a variety of reg-
ulatory measures,rein the increasingly covert financial self-interested behaviors made by corporate executives is a
key concern for corporate governance reform. For example , regulatory authorities may try to introduce new technology
means such as big data analytics to strengthen the dynamic regulation on the executives’ self-serving decision-mak-
ing. In the second place,the research reveals that as “the big CPA firms” fails to achieve its due supervision role,
the administrative authorities,while perfecting tax avoidance supervision on taxpayers, ought to attach great impor-
tance in advance to the interest preferences and behavior patterns of auditors,especially “the big CPA firms” ,when
the latter decide to avoid tax for their big clients. Finally, this study shows that only when both auditor appointment
decisions are optimized and the practicing environment is upgraded as well can independent audit play its due role
effectively and efficiently.

Key Words: executive control power; auditor; audit quality; tax aggressiveness
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