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Competition in Product Market, Capital Structure Fluctuation and Cost Stickiness
WANG Ming-hu, ZHANG Tie-sheng
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Abstract: In this paper, we use mathematical methodology to analyze the relation among the competition in product market,
capital structure fluctuation and cost stickiness. And with 2002 -2015 fiscal year financial report data of our listed companies in
Shanghai and Shenzhen Security Exchanges, we adopt empirical research methods to check the appropriateness of our theoretical de-
duction. We draw following conclusions; (1) capital structure fluctuation can drive firm cost stickiness, and the higher fluctuation,
the higher driving force on cost stickiness; (2) the competition in product market can depress firm cost stickiness; (3) when the
degree of competition in product market goes higher, the driving force of capital structure fluctuation on firm cost stickiness goes
down. After further study we find that different nature of equity can result in different influences of capital structure fluctuation. The
competition in product market on firm cost stickiness in state owned firms exerts more influence on firm cost stickiness than that in
non-state owned firms.
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