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The Quality of Disclosure of Internal Control and Operational

Performance of Companies: An Empirical Study Based on Panel Data
ZHANG Xiaolan, SHEN Haojie, YANG Mo

( School of Economics and Finance, Xi’an Jiaotong University, Xi’an 710061, China)

Abstract: This paper examined the relation between disclosure quality of internal control and the performance of operation of
companies by establishing an index of disclosure quality of internal control which is based on the entropy theory, and by taking
ROA, ROE, EPS, Tobin’s Q and the composed index of operation 10P as a variant of proxies, we find there does exist a posi-
tive relation between disclosure quality of internal control and the operational performance of a company. Therefore, the com-
pany which shows high quality of internal control disclosure will manifest a better operational performance, which means, at
the current stage, disclosure of internal control in China stock markets is useful for making a decision in the stock investment
market.

Key Words: internal control; disclosure of information quality; entropy value; operational performance; policy-making utili-

ty; reliability of financial statements; earning quality
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