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Impact of Implementing Environmental Management System Certification on
Enterprise Cost Stickiness
ZHANG Mingjing', WANG Zhao', ZHANG Yongshen”, CUI Yeguang'
(1. Capital University of Economics and Business, Beijing 100070 ;
2. Chinese Academy of Social Sciences, Beijing 100006 )

Abstract: The high-quality development of enterprises necessitates the optimization of internal resource
allocation, enhancement of resource allocation efficiency, and attainment of cost reduction and efficiency increase.
The traditional cost theory suggests that the cost of a company should be consistent with the increase or decrease in
business volume. However, some scholars have found cost asymmetry, namely cost stickiness, in actual
production. When the allocation of resources is inappropriate and the operating efficiency is low, enterprises face
the challenge of high cost stickiness due to their inability to promptly adjust costs in response to declining income.
Therefore, investigating the sources and drivers of cost stickiness is of great significance for evaluating enterprise
risk control and production and operation efficiency. After obtaining the environmental management system
certification (EMSC) , enterprises will change their cost structure and cost behavior due to the introduction of a
series of environmental management and sustainable development systems. For example, the EMSC requires
enterprises to pay more attention to environmental issues, guide green innovation, and reduce energy costs and
waste treatment and other related expenses. Can this series of changes affect the cost stickiness of enterprises? What
are the underlying mechanisms? There is still a research gap in the existing research. Thus, this paper aims to
explore the impact of EMSC on cost stickiness through theoretical analysis and empirical testing.

This paper uses A-share listed companies from 2008 to 2020 as samples to examine the impact of EMSC on
cost stickiness and its underlying mechanisms. It demonstrates that the adoption of EMSC leads to a notable
decrease in cost stickiness. This reduction is facilitated by enhancements in green innovation and internal control
quality. Moreover, the impact is particularly prominent among state-owned enterprises and those operating in less
heavily polluting industries. The findings contribute to understanding the economic implications associated with
EMSC, affirming the beneficial impact of such systems. Incorporating this important factor into the analysis
framework of cost stickiness drivers can help enterprises achieve a synergy between environmental governance and
cost management, and help them more accurately evaluate the impact of EMSC on cost adjustment behavior.

Regarding EMSC, the following suggestions are proposed. The government should strengthen the publicity and
supervision of EMSC institutions and formulate appropriate and specific incentive policies. The certification
association should continuously improve its professional standards, enhance the quality and professional level of
auditors, and strengthen industry self-discipline. Enterprises should continuously optimize their production
processes, improve internal control systems, and strengthen innovation efforts.

Keywords: environmental management system certification; cost stickiness; internal control quality; green
innovation; high-quality development
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