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The Relational Study of Leverage Financing, Enterprise Profitability and

Innovation Performance

Su Zhou

(Business School, Hunan Normal University, Changsha City, Hunan Province, 410081)

Abstract: In the context of innovation-driven strategy and supply-side structural reform, firstly, this paper conducts
a comprehensive review, which is based on existing literature in order to understand the effective relationship
between leverage financing , innovation performance and profitability as well as comes up with research
hypotheses. Then, we made full use of the statistical data of A-share manufacturing enterprises from 2010 year to
2017 year in China, which adapted ordinary least square method (OLS) and fixed effect, to verify the hypothesis.
Then the robustness test was performed, which took the key variable substitution method. The empirical results of
the listed manufacturing enterprises show that between leverage financing and innovation input have an inverted
U-shaped relationship with the optimal leverage ratio threshold of 43.29%, as well as between leverage financing
and innovation output show an inverted U-shaped relationship with the optimal leverage ratio threshold value of
32.57%. The profitability has a positive relationship between innovation input and innovation output. Finally,
according to the research conclusion, they are given China's listed manufacturing enterprises and government
that some advices about how to improve the innovation performance.

Key Word: Manufacturing; Leverage financing; Profitability; Innovation Performance; Inverted U-shape
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