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The Impact of Land Finance on Local Innovation Investment

DAI Kui-zao' & WANG Meng-ying’
(1. School of Business, Hunan University of Science and Technology, Xiangtan 411201, China;
2. School of Economics, Nankai University, Tianjin 300071, China)

Abstract: As a local government’s economic behavior, China’s land financial system has brought about an
increase in local government fiscal revenue, which has greatly affected regional economic development. Based
on the theoretical analysis and provincial panel data from 2005 to 2017, this paper uses two-way fixed-effect
models and recursive models to investigate the impact and mechanism of land finance on local innovation in-
vestment. The research results show that land finance has significantly promoted the growth of local innovation
investment, but the financial crisis has weakened the role of land finance; the bias effect of technology ex-
penditure and infrastructure support of land finance has promoted the growth of local innovation investment,
while the crowding-out effect of house prices has suppressed the impact of land finance on local innovation in-
vestment ; the effect also varies from region to region. The conclusions of this paper clearly clarify the important
role of land finance in local innovation activities, and have certain referential value for local governments to
implement innovation-driven development strategies.

Key words: land finance; innovation investment; conduction mechanisms; heterogeneity effects
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