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Financialization of Entity Enterprises, Internal and External

Environment , and Innovation Input
WANG Sanxing, LI Ya, Huang Chuyun

Abstract: In today’s economic situation, the phenomenon of financialization of entity
enterprises has become increasingly prominent, and its impact on enterprise innovation
investment has attracted much attention. Based on the sample of China’s Shanghai-Shenzhen
A-share listed companies from 2010 to 2022, this paper studies the impact and mechanism
of financialization of entity enterprises on innovation input, and further analyzes it from
the perspective of internal and external environment of enterprises. The results show that
the financialization of entity enterprises has a significant crowding out effect on innovation
input, and the mechanism is that the financialization of entity enterprises reduces the quality
of information disclosure and the level of risk taking, and then inhibits the innovation input
of enterprises. The results show that both the uncertainty of external environment and the
overconfidence of internal executives will increase the crowding out effect of financialization
of entity enterprises on innovation input. Heterogeneity test shows that the crowding out effect
of financialization of entity enterprises on innovation input is more significant in state-owned,
large-scale and high-financing constrained enterprises. The conclusions of this paper provide
theoretical reference and practical suggestions for understanding and managing corporate
financialization from the perspective of internal and external environment.

Keywords: financialization of entity enterprises; innovation input; external environment

uncertainty; executive overconfidence
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