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Fiscal Decentralization, Local Government Competition, and Corporate Green Innovation
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School of Economics, Southwest Minzu University
[Abstract] The dual externalities of green innovation require government intervention, or the "visible hand" to
correct market failures. This paper examines how fiscal decentralization influences corporate green innovation.
Findings show that fiscal decentralization promotes green innovation through local government competition,
driven by a stronger interest for innovation and environmental protection. This effect varies across patents, firms,

and industries, underscoring the need for coordinated efforts between government and businesses for sustainable

development.
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