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Abstract: Based on the data of China’s A-share listed manufacturing companies from 2011 to 2018, and combined with city-
level data of digital economy development, this paper empirically explores the impact of digital economy development on agency
cost and the underlying mechanism. The results show that the development of digital economy has significant positive impact on
agency cost. This conclusion is still valid after conducting a variety of robustness tests. The mechanism analysis shows that the
innovation of business model can positively regulate the relationship between digital economy development and agency cost, and
the increase of business complexity plays partial intermediary role in the positive impact. Further heterogeneous analysis shows
that the positive impact is more pronounced in the manufacturing companies with poor internal information environment, high
growth, and registered in peripheral cities. The research promotes the construction of corporate governance mechanism in the
digital economy era.
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