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Internal Control, Ownership Nature and Cost Stickiness

An Empirical Research Based on the Listed Companies in China

Shi Shanchong Wang Jinzhen Lin Ya’nan
(School of Economic and Management, Hebei University of Technology, Tianjin 300401, China)

(Abstract] Agency problem is one of the important reasons for cost stickiness, and a good internal control is an important
mechanism to alleviate the agency problem. Can high quality internal control suppress cost stickiness? Based on Chinese A-share
manufacturing listed companies from 2012 to 2016 as the research sample, this paper examines the influence of internal control
quality on cost stickiness and conducts empirical analysis. Our research shows that internal control of high quality can help to allevi-
ate the cost stickiness. At the same time, we find that the level of cost stickiness differs in enterprises with different ownership na-
ture, and the effect of internal control quality in reducing cost stickiness is also different. Specifically, compared with the non—
state—owned enterprises, the cost stickiness of state—owned enterprises is more serious and the effect of internal control quality on
the cost stickiness is more significant.

(Key words) internal control; agency problem; ownership nature; cost stickiness; information disclosure; risk manage-

ment
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