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How High-quality Internal Control Improves Investment Efficiency: The Mediating Effect of

Financing Constraints on Inefficient Investment in Manufacturing Enterprises

CHEN Yuan, WU Mengting

(School of Economics and Management, Shenyang Ligong University, Shenyang 110158, China)

Abstract: Aiminh to investigate the impact of internal control quality on inefficient investment in manufacturing enterprises and the mediating
role of financing constraints, grounded in signaling theory and agency theory, an empirical analysis was employed using panel data from A-share
listed manufacturing companies on the Shanghai and Shenzhen Stock Exchanges from 2013 to 2023. The findings reveal that high-quality
internal control significantly suppresses inefficient investment, with a particularly pronounced effect on alleviating underinvestment.
Furthermore, it is found that high-quality internal control significantly reduces financing constraints. Financing constraints exert a significant
mediating effect in the pathway through which internal control influences underinvestment. The conclusion indicates that internal control
enhances investment efficiency by mitigating financing constraints, thereby providing theoretical support and practical pathways for governance
optimization in the manufacturing sector.

Keywords: internal control quality; financing constraints; inefficient investment; signaling theory; agency theory
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