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Abstract

This study examines the impact of digital transformation on corporate debt financing costs and its
underlying mechanisms using a sample of Chinese A-share listed companies from 2012 to 2022.
Based on a textual analysis method to construct a firm-level digital transformation index and fixed-
effects regression models, we find that digital transformation significantly reduces the cost of debt
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financing—a result that remains robust across a series of robustness tests. Mechanism analyses re-
veal that digital transformation lowers debt financing costs primarily through two channels: en-
hancing information transparency and strengthening internal control quality, with both mediating
effects being statistically significant. Furthermore, heterogeneity analysis indicates that the cost-
reducing effect of digital transformation is more pronounced among small and medium-sized en-
terprises (SMEs) and non-state-owned enterprises. This study extends the literature on the eco-
nomic consequences of digital transformation from the perspective of debt financing costs and pro-
vides theoretical and empirical insights into its underlying mechanisms, offering implications for
corporate practices and policy-making.
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Table 1. Definitions of key variables
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Table 2. Results of descriptive statistics
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Table 3. Results of baseline regression on the impact of digital transformation on the cost of debt financing
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e
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Table 4. Results of mechanism test: mediating effects of information transparency and internal control
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Table 5. Results of heterogeneity test
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