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Abstract

Based on the current prominent local government debt problem and the realistic background of innovation-driven development
strategy in China, this paper selects the data of A-share listed companies from 2015 to 2023 as a research sample to explore the
negative impact of local government debt on enterprise innovation and how it affects enterprise innovation. The benchmark
regression results of fixed effects indicate that over-expansion of local government debt inhibits corporate innovation, and the
robustness of the research results is ensured by the endogeneity and robustness tests. In the process of inhibiting the expansion of
local government debt on enterprise innovation, financing constraints play a part of the intermediary role, that is, the expansion of
local government debt inhibits enterprise innovation through the financing bundle. There is heterogeneity in the impact of local
government debt on the innovation activities of enterprises of different sizes, and the inhibition effect of local government debt on
small-scale enterprises is more significant than that of large-scale enterprises.
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