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Abstract: Land is a production factor supporting industrial development and also an important resource to
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increase local fiscal revenues. There are certain contradictions in the land use rights transfer behavior of local
governments ; it can guide the development of local industries with low-price transactions on one hand, and can
be used to increase short-term local fiscal revenues with high-price ones on the other. However, a noteworthy
phenomenon in recent years is that the purpose of increasing short-term fiscal revenues under fiscal pressure
seems to gradually dominate land use rights transfer by local governments ( Han and Kung, 2015 ; Xie Zhenfa et
al. , 2019), which may affect the degree to which land allocation is aligned with industrial development.

The allocation of land among industries is crucial to optimizing industrial layout and thus affects industrial
agglomeration. Agglomeration economies play an important role in promoting high-quality development by
increasing companies’ productivity ( Combes et al. , 2012; Li Xiaoping et al. , 2015) and workers’ wages
(Zhao Wei, Sui Yuehong, 2015). When the allocation of land is dispersed among varied industries,
agglomeration effects of regionally favorable industries are weakened. To the best of our knowledge, little
research has been done to analyze how local fiscal pressure can affect how land is allocated among industries
and thus affect agglomeration economies.

This paper first constructs the measure of short-term fiscal pressure based on the data of the annual targets
of the general public budget revenue of each province (autonomous region and municipality directly under the
central government) and the actual monthly general public budget revenue. Besides, the land transaction data
is summed up at the province-month-two-digit industry level to construct the cross-industry dispersion index of
land use rights transfer. The empirical results show that the greater the short-term fiscal pressure, the more
widely dispersed land use rights are transferred across industries. This conclusion holds true after a series of
robustness tests. Further analysis shows that the dispersion of land use rights transfer across industries
deteriorates the supporting policy for key industries under government support. Finally, it also weakens
agglomeration economies.

This paper contributes to existing research in the following ways. First, few existing studies have analyzed
the land use rights transfer behavior of local governments under fiscal pressure from the perspective of land
allocation across industries. This paper uses the nationwide micro land parcel transaction data from 2007 to
2015 to construct a cross-industry dispersion index of land use rights transfer, and examines how fiscal pressure
of local governments affects the inter-industry allocation of land resources. Second, it also contributes to the
literature of agglomeration economies. Existing literature mainly focuses on the benefits of agglomeration effects
on residents and enterprises, but few studies the affecting factors of agglomeration economies. This paper
discusses how the inter-industry dispersion of land use rights transfer can weaken the agglomeration effect.
Finally, this paper also has policy implications. Local government officials should think systematically about
how the land use rights transfer can facilitate industrial agglomeration other than simply increase fiscal revenue,
so as to actively serve high-quality development. Meanwhile, local governments undertake multi-dimensional
governance tasks and fiscal pressure may bring about the dilemma of “pressing the hoist and starting the scoop
again”. Therefore, a more balanced vertical fiscal relationship or more financing instruments granted by the
central government can help to reduce local governments’ dependence on land finance.
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