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Abstract: This paper studies the factors that influence the internal control and information disclosure 
from the perspective of corporate governance. This paper creatively adds corporate governance 
indicators such as institutional shareholding ratio, the board gender differences, and the board 
members' overseas background beside some traditional factors such as the size and financial leverage 
of a company. The results show that the corporate size, ROA, board member government background 
and institutional shareholding ratio are positively correlated with information disclosure. The 
financial leverage is negatively correlated with information disclosure. While the independent 
director ratio, the board gender differences show no significant correlation with information 
disclosure. 

1. Introduction 

From the 2008 financial crisis that spreads around the world to the tragic collapse of China's Letv 
empire conglomerate, the internal control and information disclosure problem become the wake-up 
call to all the investors and company directors. Therefore, the internal control regulation of the listed 
company has been enhanced and a series of draft and measures have been staged in order to regulate 
the global capital market, raising a new wave of strengthening internal control. Promulgated in 2002, 
the United States "Sarbanes-oxley" act requires senior manager of the listed company to concern on 
the effectiveness of internal control self assessment and to hire certified accountant to audit internal 
control evaluation report. In addition, these steps should adapt to the classification of the type and 
size of listed companies to strengthen the internal control supervision. Therefore, it is necessary to 
explore the factors that influence the internal control and information disclosure. Anderson(2011)[1] 
studied the relationship between manager’s professional background, professional experience, 
gender, educational background and the economic benefits of the company from the personal 
background of the board of directors. Inspired by his method, this paper select information disclosure 
index as internal control quality indicators to study how board members’ overseas background, 
government background, independent director ratio and gender heterogeneity influence internal 
control quality. In terms of academic perspective, exploring the influence of personnel background 
and gender differences on internal control provides a new direction for corporate governance research. 
At the same time, it has certain reference value for academic researchers to study the influence factors 
of enterprise economic effect. 

2. Sample selection and data collection  
The sample period that we examine is between January 1 2008 and December 31 2015 from 

Shenzhen and Shanghai A shares. The data is collected mainly from CSMAR database and Wind 
financial database. Besides, the missing data is collected from Cninfo website(www.cninfo.com.cn), 
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Sina finance, economics (Http//finance.sina.com.cn), and annual reports of listed companies. The 
sample companies sum up to 3269 and the data set sums up to 26152. After excluding the financial 
insurance code and comprehensive code, the final data set sums up to 5477. This paper uses STATA 
software to process data. 

3. Indicators and studying methods 
The following four methods are mainly used to measure information disclosure quality in 

domestic and foreign empirical studies so far: financial fraud method, earnings management method, 
KV and bodi internal control information disclosure. Ascioglu Shantarara and John (2005) [2] adopt 
KV method when studying the relationship of audit fees, information disclosure quality and liquidity 
since KV to a certain extent reflects the rational analysis of the market investors and has a 
comparative advantage. This paper adopts KV method that reflects the relationship of information 
disclosure quality, return rate, and trading volume. The model is as follows: 

 
KV=10000*β 

  is the closing price, is the daily trading volume,  is the daily trading volume, and 
 is the average daily trading volume during the study period. 

 
Table 1 Indicators Explanation 
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4. Regression results  
Table 2 Descriptive statistics 

 
Table 2 shows the descriptive statistical analysis. The mean value of internal control index is 6.5, 

which shows a slightly increasing trend compared with last few years. As for the board background 
characteristics, the proportion of independent directors is 0.37, which is basically in line with 
international standards and reaches a high level. However, there is a significant difference between 
the minimum value 0.1429 and maximum 0.7143, which means independent directors have obvious 
differences between different companies. The mean value of board gender is 0.96, indicating the 
difference is still relatively low. From the actual life we can infer that the majority of the board is still 
male. The mean value of overseas education background is 0.064, indicating a low oversea 
background board ratio. In addition, the average government index of the board directors is 0.521, 
indicating that the government background of board members is at a low level. 

Table 3 Pearson correlation coefficient test 

 
Table 3 shows the Pearson correlation coefficient analysis of all samples in order to study the 

relationship between independent variables and dependent variables. It can be seen from the table that 
the correlation between institutional investors and management's political background and 
information disclosure is highly significant. The overseas background proportion of board members 
is significant at 5% level, which is positively correlated with the internal control quality, and then 
preliminarily verifies the feasibility of the hypothesis. 
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Table 4 Variance expansion factor VIF test 

 
If there is a strong correlation between variables, the regression results are not necessarily 

convincing. Therefore, the correlation analysis and variance expansion factor analysis are done in this 
paper to show that the model does not exist in a linear regression. It can be verified by stepwise 
regression method and VIF of variance expansion factor. In general, if VIF excess 5, the multiple 
co-linearity may exist. Table 3 shows the correlation coefficients between the variables. It can be seen 
from the table that the correlation coefficient between each variable is less than 5, so it is possible to 
judge that the model does not exist an obvious multi-collinear. It can also be seen from the table that 
the correlation of several other variables is not very high, so it can exclude the effects of multiple 
co-linearity. 

Table 5 Sample regression 

 
Table 5 shows the regression results of variables. The correlation coefficient between information 

disclosure and company size is 0.0323, indicating that there is a positive correlation. And it is 
significantly effective since the P value is close to 0. The larger the size of the company, the higher 
quality of internal control information disclosure. There are many existing explanations: the 
compiling information cost of big companies is relatively low, as a result, the loss of adverse 
competition resulting from information disclosure is low (Meek et al, 1995) [4]; From the perspective 
of releasing information cost, the cost of small companies is relatively high, since the media is more 
willing to publish the information of big companies (Lang & Lundholm, 1993) [5]. The correlation 
coefficient of financial leverage and information disclosure is negative, indicating a negative 
correlation. But the P value is 0.237, which is not very significant. The correlation coefficient 
between information disclosure and independent directors is negative, but the significance test is very 
low. However, some theory holds that the larger proportion of independent directors, the more 
effective it is to supervise the board of directors, so that companies tend to disclose more voluntarily. 
Independent directors can be seen as a tool to monitor managers’ behavior, thus higher proportion of 
independent directors on the board can motivate the will of voluntary disclosure. But there is no 
unified conclusion among scholars: Wong and Ho(2014)[6] claim that the proportion of independent 
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directors is positively correlated with the will of voluntary disclosure of listed companies, but such 
correlation is not significant. While the research of Mark and Eng(2002) [7] shows that, with the 
increase of independent directors in the board, the level of voluntary disclosure is gradually declining. 
Domestic scholars Zhong Weiqiang et al. (2006) [8] find that the existence of independent directors 
did not have a significant positive effect on the level of voluntary disclosure of listed companies in 
China. According to the Zhong Tianli(2004) [9] , the proportion of independent directors is positively 
correlated with the degree of voluntary information disclosure. 

The correlation coefficient of return on assets and the information disclosure is 0.22 and the 
significance level P is 0.64, indicating a weak positive correlation. The correlation coefficient of 
gender differentiation and information disclosure is -0.05, which means there is no significant 
correlation between them. There is no obvious correlation between overseas study background and 
information disclosure. The correlation between government background and information disclosure 
is 0.086, and the significance value P is 0.049. It can be said that there is a positive correlation with 
95% confidence. From the current situation in China, the government act as a role of supervision 
enterprises and government departments concern more on enterprise risk and market risk. Compared 
with performance, the risk has greater impact on government decision. The correlation coefficient of 
institutional investors ratio and information disclosure is 0.797, which is very significant, indicating 
that institutional ownership and information disclosure exist a very strong positive correlation.  

4. Conclusions 

This paper select data of listed companies from Shenzhen and Shanghai A shares and creatively 
adds corporate governance indicators such as institutional shareholding ratio, the board gender 
differences, and the board members' overseas background beside some traditional factors such as the 
size and financial leverage of a company. The results show that the corporate size, ROA, board 
member government background and institution shareholding ratio are positively correlated with 
information disclosure. The financial leverage is negatively correlated with information disclosure. 
While the independent ratio, the board gender differences show no significant correlation with 
information disclosure. 
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