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Abstract

The innovation activities of high-tech enterprises are characterized by high investment, high risk, long
cycles, and severe information asymmetry, which expose them to tight financing constraints and the
risk of R&D interruption. As the ability to obtain and mobilize financial resources at low cost to cope
with uncertainty and seize investment opportunities, financial flexibility becomes a key financial
condition supporting sustained innovation. Building on a clarification of the connotations of finan-
cial flexibility and innovation performance and a review of the literature, this paper integrates financ-
ing-constraint theory, information-asymmetry theory, real-options theory, organizational-slack the-
ory, and agency theory to reveal a “buffering” and “empowering” dual mechanism. On this basis, the
study further constructs economic models for characterization: an R&D investment model shows that
the marginal effect of financial flexibility on R&D investment lies between 0 and 1 and increases with
the severity of financing constraints, hence being more pronounced for high-tech firms; an optimal-
flexibility model shows that, constrained by holding costs and free-cash-flow agency costs, the relation-
ship between financial flexibility and innovation performance is inverted-U-shaped, with an optimal
reserve interval that widens as corporate governance improves. Accordingly, the paper offers policy
recommendations from three dimensions: dynamic and moderate reserve management by enterprises,
strengthening of governance constraints, and improvement of the external financing ecosystem.
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Table 1. The Connotation and constituent dimensions of financial flexibility
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Table 2. The match between the innovation characteristics of high-tech enterprises and the functions of financial flexibility
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Table 3. Summary of the channels through which financial flexibility affects innovation performance
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Table 5. Contextual moderating factors and their directions of effect
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