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BTG TR ORI, Al Ko7 B4 £l 32 FIECT B G P2 2R 2 , 0 3 785 A TR 2 0 #41 f1.
0 77 5, T Al T 5 2 i 3 9 7 R T+ 4% ( Vial , 20195 Mergel et al. ,2019) 2 24 i 3k [ i
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FACFERIEE . Fe T B T AL AR O A BT o A0 — T W U 6 I ARE 3, Al
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R DU A REAS LA KA D BIAR B R UREAS | S 43R5 22 463 ANWLINFEAS o B Al BRI 26 ¢ o B5ds
DAz 7 i A2 B 4ok B [ 28 22 5 2 ( CSMAR) |, W 28 itk AT BF 1% R 48 R AL B, i ] Stata 18
AT AR A S A B

F ULk 7 BB R R G A A AR B A3 (E D 3. 537, AR 8O 3. 507, % W]
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TAMEERRE . “HERTITIIEN 0. 078 (Z047 7. 8% KA NAL T HEDTRL) , RIHH TR B A
RIEHEE e, R AR R BT A, ARSOAZ DAL BT 1 R AR 30 A SC P 20 . 3
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B 0. 062 (0. 003)
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Directors’ Liability Insurance and Corporate Digital
Transformation: Supervisory Incentive
Effect or Opportunistic Effect?

YU Lian-chao', LI Zhao-yi’
(1. School of Management, Lanzhou University, Lanzhou 730000, Gansu, China;

2. School of Economics and Management, Dalian University of Technology, Dalian 116024, Liaoning, China)

Abstract; The process of digital transformation in Chinese enterprises is rapidly accelerating, yet the results
remain unsatisfactory. Therefore, there is an urgent need to create a favorable institutional environment to
better promote corporate digital transformation. Existing research has focused on exploring the driving effects of
economic environments such as the governance system of technological innovation, digital economy policies,
government fiscal technology expenditures, tax incentive policies, digital cultivation policies for core industries,
and regional market development on corporate digital transformation. However, there is a lack of attention to
insurance systems such as directors’ liability insurance ( DLI). Serving as a risk mitigation instrument in
capital markets, directors’ liability insurance may oversee and encourage managers to foster corporate digital
transformation or, conversely, facilitate managers ’ self-interest, potentially hindering corporate digital
transformation. Therefore, the precise impact of directors’ liability insurance on corporate digital transformation
warrants empirical investigation.

This study explores the impact of directors’ liability insurance on firms’ digital transformation through
empirical data from listed Chinese manufacturing companies spanning 2012 to 2022. It is discovered that
directors’ liability insurance can advance corporate digital transformation, indicating that the supervisory
incentive hypothesis predominantly influences this outcome. The analysis of the impact mechanism suggests that
directors’ liability insurance encourages corporate risk-taking and eases financing constraints, thereby making
firms more motivated and capable of undergoing digital transformation. Further analysis shows that under
conditions of non-state ownership, poor corporate governance, and weak financial development, the positive
impact of directors’ liability insurance on corporate digital transformation is more pronounced. This suggests
that directors’ liability insurance can compensate for deficiencies in the property rights system, governance
environment, and financial landscape, thereby more effectively fostering corporate digital transformation.

Compared with prior research, this study makes three main contributions; firstly, it broadens the

investigation into the driving factors of corporate digital transformation from an insurance system perspective,
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clarifying the significant role of the directors’ liability insurance system in this process; secondly, it uncovers
the promotion effect of directors’ liability insurance on corporate digital transformation by constructing a
competitive analytical framework, enriching the discourse on the economic consequences of this insurance
system and clarifying its applicability and effectiveness in China’ s capital market; thirdly, the study elucidates
the risk-taking mechanism and financing constraint mechanism by which directors ’ liability insurance
influences digital transformation, as well as its relationship with the property rights system, governance
environment, and financial landscape, providing a direction for reform and optimization of the insurance
system.

The findings of this study offer vital decision-making insights for government bodies aiming to promote the
digital economy, insurance departments to optimize the directors’ liability insurance system, and enterprises to
promote digital transformation. On one hand, government departments need to promote the development of the
DLI market and effectively leverage the risk-taking and financing constraint mechanisms of DLI to drive
corporate digital transformation and contribute to building a digital China. On the other hand, government
departments should harness the synergistic effects of DLI with property rights systems, governance
environments, and financial environments to effectively incentivize corporate digital transformation and promote
sustainable development.

Key words: directors’ liability insurance; digital transformation; risk-taking; financing constraints;
managerial self-interest; property rights; corporate governance
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