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Variable Obs Max Min Mean Std. Dev.
SH 171 2.725 2.235 2.399 0. 087
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Research on the Impact of Local Government Borrowing on Industrial
Structure Upgrading

Wu Jiaxin

(College of Agriculture and Biotechnology, Zhejiang University, Hangzhou / Zhejiang, 310058)

Abstract: Due to the mismatch between fiscal revenue and administrative functions, borrowing and
financing have become essential means for the government to raise funds. Sufficient funds enable the
government to promote the upgrading of the industrial structure through avenues like infrastructure
construction and the issuance of preferential policies. However, excessive borrowing might lead to issues
such as a government trust crisis and financial risks. Excessive debt servicing pressure could also result
in low investment efficiency and irrational resource allocation, thus counteracting the promotion of
industrial structure upgrading. Therefore, there is a necessity to specifically study the impact of
government borrowing on industrial structure upgrading under different circumstances.In this study, data
from local government debt and urban investment bonds for the years 2015 to 2020 are selected and
tested using a fixed effects model. To address potential endogeneity issues, a one-period lag of variables
is employed for robustness testing. Additionally, heterogeneity analysis is conducted based on regional
economic and debt conditions. The results indicate that the impact of local government debt on industrial
structure upgrading is more significant compared to urban investment bonds, and no "inverted U-shaped"
effect is observed. After dividing the regions for further research, in the economically developed eastern
regions with relatively large government debt scales, a significant "inverted U-shaped" impact of
government debt on industrial structure upgrading is observed; whereas in the less economically
developed western regions with smaller debt scales, a "positive U-shaped" effect is present.

Keywords: Local Government Debt; Urban Investment Bonds; Industrial Structure Upgrading.



