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The Impact of Debt Default Risk on Firm Innovation Efficiency

WANG Shouhai, LIU Yewei, ZHANG Yingzhi
(School of Accounting, Shandong University of Finance and Economics, Jinan 250014, China)

Abstract : This paper, by using the data of Shanghai and Shenzhen A-share listed firms from 2009 to 2020, tests the effect
of debt default risk on firm innovation efficiency. It is found that debt default risk significantly reduces innovation efficiency and
that this effect has regional heterogeneity but not property rights heterogeneity. The mechanism test shows that the debt default
risk restricts innovation efficiency by affecting managers’ risk preference and financing constraints. Furthermore, we find that
when firms are faced with the debt default risk, the decline of R&D intensity leads in turn to the decline of innovation efficiency.
Additionally, we find that digital transformation and government R&D subsidy can mitigate the decline of firms’ innovation
efficiency in the face of debt default risk but that these effects have obvious property rights and regional heterogeneity.

Key words : debt default risk; innovation efficiency; resource constraints; digital transformation; R&D subsidy



