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Research on Bank Credit and Enterprise Innovation Dilemma

XU Fei
(School of Economics and Management, Anhui Normal University, Wuhu 241000, China)

Abstract: Bank credit is an important external source of capital for enterprise innovation activities. However,
banks do not share the benefits of successful innovation, but bear the risk of failure of enterprise innovation. The
asymmetry of risks and benefits inhibit banks’ enthusiasm to support enterprise innovation, and may even inhibit
enterprises’ sustained innovation investment. Therefore, based on the existing research on the relationship between
bank credit and enterprise innovation, this paper constructs an analytical framework for banks’ preference for low—
innovation enterprises before lending and restraining enterprise innovation investment after lending, and further puts
forward the hypothesis that bank credit may cause enterprises to fall into the dilemma of sustained low—innovation.
Based on the sample of A —share non —financial listed companies from 2007 to 2017, this paper verifies the
relationship between bank credit intensity and the frequency of continuous low innovation of enterprises. The
research finding as follows: (DBank credit prefers enterprises with low innovation in the early stage. @Bank credit
intensity will restrain enterprises’ innovation reinvestment. (3 Bank credit ultimately increases the frequency of
enterprises’ sustained low innovation and restrains the frequency of enterprises’ sustained high innovation, which
aggravates the dilemma of enterprises’ sustained low innovation. Further tests show that strengthening banking
competition and reducing the oligopoly of the four major state—owned banks may help alleviate the low innovation
preference of bank credit to enterprises. According to the conclusion of this study, the government can not simply
require banks to support enterprise innovation through administrative means, such as normal credit conditions or
even low—interest credit conditions. On the contrary, administrative intervention results in the failure of bank credit
market. The government should make use of risk compensation, policy support and competition measures in banking
industry to build a sustained innovation system with multi—-dimensional interaction among the government, banks and
enterprises.

Key Words: bank credit intensity; enterprise innovation; continuous innovation strategy; score preference
matching
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