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Abstract

An analysis on the Land Finance Reliance Behavior of
Chinese Local Government

Paik Sung Ki

The purpose of this study is to explain land finance reliance behavior of Chinese local government.
Since 1978, fiscal decentralization has undergone and a series of reforms have been implemented
to put greater local autonomy over taxation. This reform caused substantial shrink of central
government’s control over fiscal policy. and in 1994 the central government pursued the revenue-
sharing system to reverse this situation. This reform brought about strengthening the financial power
to the central government, but financial burden to local governments. In spite of the fiscal reform,
there are lots of fiscal problems between the central and local government in China. Obviously,
the central government and local government have fundamentally different politico-economic interests
that are mutually contradictory in many occasions. In order to overcome such difficulties, the local
governments invented a new kind of revenue raising measure which is known as “Land Financing.”

The substantial part of revenues from the “Land Financing” belongs to the local governments’
discretionary off-budget, and its primary use is for the construction of infra-structure facilities. Local
governments’s “Land Financing” has significant side-effects as well as positive results. “Land
Financing” have caused serious problems, such as farmland loss and peasant protest even riot. In
order to ensure local fiscal revenue, the paper proposes some measures like introducing regulations
on the local government’s mortgage.

From a comprehensive perspective, it is necessary for Chinese government to make more effort

and preparation to achieve stable local finance system.

Key Words: China, local government, land financing reliance behavior, revenue—sharing system, housing

security policy, finance loans



