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Has China’s Green Credit Policy Stimulated the Creation
of an “Innovation Bubble”

— Evidence from the Quality of Green Innovations
XU Bao-chang, LI Jia-hui, LI Si-hui

Abstract: High-quality green credit policies, which play a guiding role in the green innovation of heavily
polluting enterprises, are crucial to improving the quality of green innovation and accelerating the green
transformation of development methods. Based on the quasi-natural experiment of “Green Credit Guide-
lines” in 2012, using the data of heavily polluting enterprises listed in China from 2007 to 2019 and the
model of Differences-in-Differences (DID), this paper empirically examines the impact of green credit
policy implementation on the quality of green innovation It is found that the green credit policy signifi-
cantly inhibits the quality of green innovation of heavily polluting enterprises, stimulating the genera-
tion of a “green innovation bubble”. A series of robustness tests verifies the reliability of the result. The
mechanism test shows that the green credit policy mainly inhibits the improvement of the quality of
green innovation by increasing the financing constraints of enterprises and crowding out the capital ex-
penditure of innovation activities, thereby bringing about a “green innovation bubble”, while the im-
provement of local green development attention can effectively alleviate the decline of green innovation
quality and help the correction of the “green innovation bubble”. In addition, green credit policies have a
heterogeneous impact on the quality of green innovation in enterprises with different geographical loca-
tions and levels of sustainable development In the central and eastern regions and among heavily pollu-
ting enterprises with low information disclosure quality, the effect of green credit policy on the quality
of green innovation is more significant.

Key words: green finance; green credit; green innovation; financing constraints



