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How Social Security Fund Shareholdings Improve Internal Controls of Listed Companies
WANG Chaoxiang' CHEN Hongren' LIU Biao®
(1. School of Business, China University of Political Science and Law;
2. Capital Research Center, China University of Political Science and Law)
Abstract Under the current policy of actively promoting the entry of long-term capital into the market, a thorough
analysis of the impact pathways and mechanisms of social security fund holdings on corporate internal controls
could deepen the theoretical understanding of the interactive relationship between investor behavior and corporate
governance in the capital market. It can also provide important practical guidance for improving capital market
institutional frameworks and enhancing the quality of internal corporate controls. This study uses data from 2009 to
2023 on Chinese A-share listed companies to explore the impact of social security fund holdings on the quality of
corporate internal controls and their underlying mechanisms. The research findings indicate that the social security
fund's equity holdings significantly enhance corporate internal control quality, particularly in China's eastern regions
and areas with higher levels of marketization. Mechanism tests reveal that the social security fund primarily optimizes
internal control systems indirectly through two pathways: alleviating corporate financing constraints and improving
the quality of information disclosure. This highlights its dual roles as a 'resource provider' and a 'supervisory
governance entity'.
Keywords Social Security Fund, Long-Term Capital Entering the Market, Capital Market, Internal Control
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