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The Green Innovation Effects of Local Government Debt Management Reform:
An Empirical Study Based on a Multi-period Difference-in-Differences Method
WANG Hui' ZHANG Nianming®

(1.Institute of Economics, Shandong Academy of Social Sciences, Jinan 250002, China ;
2.Department of Scientific Research Management , Shandong Academy of Social Sciences, Jinan 250002, China)

Abstract: Green innovation is a critical pathway for achieving China’s "dual carbon" goals and accel-
erating the green transformation of its economic structure. This study employs the local government
debt management reform as a quasi-natural experiment and applies a multi-period difference-in-
differences (DID) model to examine its impact on corporate green innovation. The results show that
the local government debt management reform significantly promotes corporate green innovation,
and this conclusion remains robust after a series of robustness tests, including the parallel trend test
and placebo test. The mechanism analysis indicates that the local government debt management re-
form exerts a dual resource reallocation effect of capital and attention. It improves firms’ access to
credit and fiscal funds and enhances environmental attention allocation among both governments and
firms, thereby strengthening firms’ capacity and incentives for green innovation. The heterogeneity
analysis further indicates that the reform’s effect is more evident in regions with underdeveloped
green finance and greater environmental pressure, as well as among heavily polluting firms and
those undergoing advanced digital transformation. Additionally, the economic consequence analysis
shows that green innovation driven by the reform helps improve firms' market valuation, enhances
product market competitiveness, and boosts ESG performance. These findings provide important
policy implications for coordinating high-level security with high-quality development and for estab-
lishing a debt governance framework that aligns with the goals of ecological civilization.

Key words: Local Government Debt Management Reform; Capital Allocation; Attention Allocation;

Green Innovation
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