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Employment-Stabilizing Effect of Special Debt Expansion
—Impact of the Allocation and Utilization of Ceilings
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Abstract: Employment is the most basic component of people’s well-being, which is related to the sustained
and healthy development of the national economy. Advancing proactive fiscal policies is a key measure for
stabilizing employment. Since the revised Budget Law of the People’ s Republic of China officially took effect on
January 1, 2015, the scale of special debts has continued to expand, becoming the financial resource with the
largest increment in recent years, which strongly guarantees the implementation of proactive fiscal policies and the
intensity of fiscal expenditure of local governments. A large number of construction projects brought about by
special debt expansion can not only directly create many jobs but also leverage additional social investment, laying
a solid foundation for cultivating new growth engines of employment. At the same time, the ceiling management of
local government debt balance is a key measure to curb the disorderly expansion of government debt and mitigate
related risks. Therefore, the ceiling of special debts allocated to local governments determines the amount they can
obtain, which in turn influences the employment-stabilizing effect.

Based on the panel data of cities and the data of A-share listed companies from 2015 to 2022, this paper
examines the employment-stabilizing effect of special debts. The results show that special debt expansion can
improve corporate employment levels. This conclusion remains robust after addressing endogeneity issues and
conducting a series of robustness tests. Mechanism analysis indicates that special debt expansion can enhance
corporate employment levels by improving urban infrastructure, alleviating corporate financial constraints, and
stabilizing enterprise expectations. Heterogeneity analysis reveals that the positive impact of special debt expansion
on corporate employment levels is more pronounced in regions with low local fiscal pressure and abundant labor
market supply, as well as non-state-owned enterprises and labor-intensive enterprises. Further analysis indicates
that corporate employment levels are also positively affected by the allocation and utilization of special debt ceilings.

This paper puts forward policy recommendations from three aspects: improving the quality and efficiency of
special bond funds, strengthening the coordination between the public finance and the financial sector, and
optimizing the allocation and utilization of ceilings. The findings not only enrich research on how policy factors
support employment stabilization but also provide empirical evidence and policy references for further enhancing the
quality and efficiency of special debts to stabilize employment.

Keywords: special debt expansion; allocation of ceilings; utilization of ceilings; corporate employment;

employment stabilization
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