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Empirical study on the effect of internal control and solvency of high-tech enterprises
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Abstract; Analysis was conducted on the effect of the internal control effectiveness on the solvency of 171
high-tech enterprises in China from 2013 to 2017. Results show that the solvency of high-tech enterprises at the
present stage is not significantly related to the overall internal control level; however, there is a significant
negative correlation with the degree of disclosure of internal control information; in particular, the high-tech
enterprises with high solvency show inadequacy in the disclosure of their internal environment and internal
supervision. Further studies find that the disclosure of more internal control information is beneficial for the
enterprise to enhance the overall internal control level ; at the same time, the proper improvement of the inter-
nal environment, information and communication and the disclosure of control activities can enhance the inter-
nal control level of the enterprise and then improve the accuracy of solvency evaluation.
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Tab.2 Hausman test of internal control index

and solvency
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Tab.3 Descriptive statistics of main variable indicators

Variable Observations Mean Sqrt Min Max
DPA 855 0.000 0.449 -1.913 4.214
CR 855 1.584 1.241 0.118  23.001
QR 855 1.139 1.146 0.075  22.993
ER 855 172.688 265.952 4.584 4 492.627
TIER 855 8.626  38.985 -31.378 1 041.822
CFLR 855 0.098 0.221 -1.676  1.475
DAR 855 51.339 16476  4.353  97.866
we - 1.26%  6.75% -6.20% 6.39 *
K & Q10 Q10
IBDR 855 0.439 0.179 0.001 0.927
ICI 855 653.859 63.231 403.72 846.05
ICIDI 855 35905 6.110  12.010 49.090
HE 855 6.938 3.099 0.000  15.420
CA 855 8.348 2.940 0.000  13.370
RS 855 6.158 1.399 1.965 9.990
IC 855 2.498 1.077 0.000  5.650
IS 855 11.963  3.442 2.010  16.600
RNA 855 5.564 11.255 -139.573 56.291
RRA 855 4.711 4.473 -35.838 30.821
IRBR 855 22.943 182.323 -87.183 5 115.473
PGR 855 9.744  708.694 -5320.898 15 534.22
ALR 855 54.681 18.668  4.198  98.948
size 855 22.488  1.183  19.506  26.269
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Tab.4 Effect of the effectiveness of internal control on

the solvency of high—tech enterprises

Variable DPA DPA DPA
ICI -0.000 34
ICI-1 -0.000 08
Ln ICIDI — -0.163 75" —
Ln ICIDI:-1 — -0.198 20™ —
HE — — -0.012 13 ™
CA — — -0.005 06
RS — — 0.019 25
IC — — 0.019 14
IS — — 0.001 47
HE: -1 — — -0.003 96
CA:i-1 — — -0.005 81
RS:-1 — — 0.011 96
ICi-1 — — 0.000 61
ISi-1 — — -0.013 86"
RNA -0.005 92" -0.006 55 —0.006 49 **
RRA 0.021 71 0.022 86™"  0.021 83™"
IRBR 0.000 46" 0.000 48" 0.000 48 ™
PGR 0.000 04™  0.000 04™  0.000 04
ALR 0.013 53" 0.01359™ 0.013 65™
size 0.103 76 0.11960™  0.110 20™
Constant ~ —2.855 62" -2.20555™ -3.184 89"
R-squared 0.163 0.173 0.189
F-test 12.330 13.171 7.219
Prob > F 0.000 0.000 0.000
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Tab.5 Effect of internal control transparency on the

overall internal control level

Variable 1CI ICI
Ln ICIDI 82.394 ™ —
Ln ICIDI:-1 15.838 —
HE — 5.000 "
CA — 4.911™
RS — -1.903
IC — -2.708
IS — -2.703 "
HE:-1 — 0.400
CAi-1 — 1.593 =
RSi-1 — -3.372
ICi-1 — -1.240
ISi-1 — 1.164
RNA 0.623" 0.553
RRA 1.249 1.651
IRBR 0.023" 0.023"
PGR 0.004 0.004
ALR 0.144 0.001
size -10.566 -2.711
Constant 521.580 """ 673.660 """
R-squared 0.106 0.198
F-test 7.517 7.670
Prob > F 0.000 0.000
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Tab.6 Stepwise regression results of internal control

Variable ICI ICI
HE 4.799 "
CA 5.118™
RS -2.472
IC 4.033 *
IS -2.670""
CA:-1 1.488"
Constant 597.153 " 659.011 "
R-squared 0.137 0.007
F-test 20.255 2.565
Prob > F 0.000 0.000
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Tab.7 Robustness test

Variable CR QR IBDR
Ln ICIDI -0.463 " -0.391" -0.089 "
Ln ICIDI:-1 -0.286 -0.267 0.031
RNA -0.005 -0.004 0.000
RRA 0.028" 0.025" -0.001
IRBR -0.003 " -0.003 ™ 0.000"
PGR 0.000 0.000 0.000"
ALR 0.034™ 0.028 ™ -0.002"
size -0.335™ -0.276 ™ -0.014
Constant 9.936 ™ 8.151™ 1.064 ™
R-squared 0.408 0.414 0.053
F-test 43.432 44.621 3.519
Prob > F 0.000 0.000 0.000
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