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Financial Risks of Land Financing by Local Governments

Case Study of a Developed Area in East China

LIU Shou-ying JIANG Xing-san
(Development Research Center, the State Council Beijing 100010, China)

Abstract: The purpose of the paper is to study risks of running land by local governments and to propose co-
untermeasures. Method of case study was employed. The results show land financing has become an important
source of local revenue and funds for urbanization. The urbanization since last 90s features government — domi-
nated urban expansion. The industrial taxation by urban expansion within local financial budget and land remise
income beyond financial budget have become real “ land revenue” . The principal of land reserve by the go-
vernment is to pursue the maximum land benefit and the land financing by mortgage. The new round of urban
expansion is supported by funds of bank while the loan is driven by land.
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