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Abstract

The tax-sharing reform (1994) has reversed the fiscal distribution relationship
between the central government and local governments. Local governments have
begun to face a huge fiscal gap, and the land finance has been born accordingly. Local
governments have different methods of land leasing, which can be divided into
negotiation and "public tender, auction and quotation" according to whether there is a
market mechanism. This article takes the proportion of the area via negotiation to total
transfer area as the dependent variable, and explores which land leasing method the
local government prefers under different circumstances. On the basis of panel data
covering 30 provinces from 2003 to 2009 in Mainland China, the empirical results
have the following findings: (1) When faced with fiscal gaps, local governments will
negotiate more to expand future financial resources; (2) Using the GDP growth rate as
the main evaluation indicator, local officials will take actions to negotiate to seek
promotion; (3) There is competition among local goverments to attract investment
mainly by negotiation; (4) Differences between regions will affect the land leasing

choices of local governments.
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