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Financial Pressure, Economic Stimulus, and Land Transfer
for Investment Attraction

—Empirical Evidence Based on Micro-Data of Industrial Land
QT Shouwei, MAO Hui, ZHANG Jidong ( Zhongnan University of Economics and Law, 430073)

Abstract: Although China’s local governments are facing greater financial pressure, they often sell industrial
land at low prices to attract investment. Their land transfer strategies reflect officials’ behavior-driving
mechanism. Based on the micro-data of about 340,000 industrial land sales in 289 prefecture-level cities in
China from 2006 to 2015, this paper divides industrial land transfer into two categories, namely land transfer
for investment attraction and normal transfer. In the case of the former, the transfer price is lower than the
minimum price stipulated by the central government. The paper examines the industrial land transfer strategy of
local governments under financial pressure, and the impact of the features of different officials on the strategy
after the implementation of economic stimulus policies. It is found that financial pressure will significantly
reduce local industrial land transfer for investment attraction. However, after the introduction of economic
stimulus policy in 2008, although financial pressure has increased, its influence on local governments’
investment-induced land transfer behavior was significantly weakened due to the increase of out-of-system
financing channels, thus significantly increasing the area of industrial land transferred for investment attraction.
From the perspective of promotion incentives of officials, officials who have a longer term to serve were more
inclined to sell industrial land to attract investment after 2008. Therefore, it is necessary to rationally allocate
the financial resources and powers between central and local governments, to adapt reasonable macro-control
method and strategy, and to build an official evaluation system that meets the needs of high-quality
development.

Keywords: Financial Pressure, Land Transfer for Investment Attraction, Industrial Land Transfer, Economic

Stimulus, Promotion Incentive
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