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Bankruptcy Efficiency and Debt Maturity: Evidence from Specialized Bankruptcy Tribunals

Beichen Huang

Abstract: Long-term funding is essential for economic stability, growth, and innovation. This paper
establishes that bankruptcy efficiency could boost long-term financing by altering the expected payoff
between short-term and long-term creditors. Using a Difference-in-Difference framework and multiple
hand-collected datasets, we find that the establishment of bankruptcy tribunals improves bankruptcy
efficiency and increases the proportion of long-term bank loans for listed firms. After the implementa-
tion of bankruptcy tribunals, firms file bankruptcy more and earlier. Based on the dynamics of debts
after a firm becomes financially distressed, we show the (earlier) use of the bankruptcy procedure ben-
efits (more) long-term creditors. A case study demonstrates that the establishment of bankruptcy tri-
bunals may reduce the intensity of the "creditor’s run” and benefit long-term creditors. Consequently,
improved access to long-term financing reduces default risk and promotes investment. Our research
identifies a new channel by which an efficient bankruptcy system reduces liquidity risk and enhances

economic growth.
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Bankruptcy Efficiency and Debt Maturity: Evidence from Specialized Bankruptcy Tribunals

Beichen Huang

Abstract: Long-term funding is essential for economic stability, growth, and innovation. This paper
establishes that bankruptcy efficiency could boost long-term financing by altering the expected payoff
between short-term and long-term creditors. Using a Difference-in-Difference framework and multiple
hand-collected datasets, we find that the establishment of bankruptcy tribunals improves bankruptcy
efficiency and increases the proportion of long-term bank loans for listed firms. After the implementa-
tion of bankruptcy tribunals, firms file bankruptcy more and earlier. Based on the dynamics of debts
after a firm becomes financially distressed, we show the (earlier) use of the bankruptcy procedure ben-
efits (more) long-term creditors. A case study demonstrates that the establishment of bankruptcy tri-
bunals may reduce the intensity of the "creditor’s run” and benefit long-term creditors. Consequently,
improved access to long-term financing reduces default risk and promotes investment. Our research
identifies a new channel by which an efficient bankruptcy system reduces liquidity risk and enhances

economic growth.
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