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Smart City and Corporate Debt Financing Cost
TAO Yunging' LI Qionggiong® SUN Nan’
(1. National School of Development /Institute of Digital Finance, Peking University, Beijing 100871, China ;
2. School of Economics s Zhejiang University , Hangzhou 310058, China ;
3. School of Economics s Jinan University s, Guangzhou 510632, China)

Abstract: The construction of smart city in China is an important strategic deployment to promote
the development of urban digital economy and digital technology. This paper regards the establish-
ment of smart city as a quasi natural experiment, and examines its impact on corporate debt finan-
cing costs. The result shows that after the city where the enterprise is located becomes a smart city,
corporate debt financing cost decreases significantly, that is, the smart city construction can reduce
corporate debt financing cost. The mechanism tests confirm that the smart city construction has
promoted the information transparency and enterprise’s performance. and thus reduced the debt fi-
nancing cost. Further research shows that the cost reduction effect of smart city construction is dif-
ferent among different types of enterprises, which is more prominent in enterprises with less collat-
eral and low degree of digitization. This paper not only provides direct evidence for the positive
effect of smart city construction, but also has certain reference value for how to effectively alleviate
the problem of difficult and expensive financing of enterprises.

Key words: Smart City; Digital Transformation ; Financing Costs; Information Asymmetry; Firm's Per-

formance
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