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Abstract:
This study examines the interrelationship between land 
resource allocation and local government debt, aiming 
to reveal the importance of both in China’s urbanization 
process and their impact mechanisms. The study reveals, 
upon examining the nature of land resource distribution 
and its effects on local government income that while 
land transfer revenues, a primary provider of local 
government finance and short-term debt relief, excessive 
dependence on land financing could elevate the debt risk. 
Concurrently, judicious handling of municipal debt may 
invert the efficient distribution of land assets, fostering the 
development of infrastructure and enhancement of public 
services. However, the increased debt burden may lead to 
short-term behaviors and exacerbate the inefficient use of 
land resources. Through typical case analysis, This paper 
reveals how local governments can adjust the structure of 
land resource utilization in debt management, and discusses 
the challenges and risks faced in the process. Drawing from 
these studies, the research suggests strategies to enhance 
the distribution of land resources, bolster the management 
of local government debt, and foster sustainable growth. 
This study’s findings offer not just a theoretical framework 
for grasping the intricate interplay between land resource 
distribution and municipal debt, but also bear significant 
practical consequences for urban development, economic 
growth, and policy development. However, the study 
still suffers from limitations such as insufficient regional 
coverage and lack of quantitative analyses, and a wider 
range of cases and quantitative models can be further 
explored in the future to deepen the understanding of the 
field.
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1. Introduction
Since the 1980s, China has embarked on a rapid urban-
ization process, with large-scale population migration and 
infrastructure development contributing to the rising num-
ber, size, and population density of Chinese cities [1]. As 
the urbanization process continues to deepen, the mobility 
of land resource allocation between urban and rural areas 
has gradually improved. Rural land reform has become 
an important means for my country to achieve urban-rural 
integration and promote the rational allocation of urban 
and rural resources. Against this background, the policy 
of transferring rural collective land, the reform of the land 
acquisition system, and other multifaceted measures have 
promoted the transfer of rural land resources to the cities 
in order to meet the huge demand for land in the cities[2]. 
However, the dualistic structure of China’s urban-rural 
land resource allocation process, along with the system of 
separating rural collective land from urban state-owned 
land have resulted in a number of constraints on the flow 
of urban and rural land elements[3]. Such limitations have 
resulted in an uneven distribution of resources between 
city and countryside regions, hindering rural economic 
growth and exerting increased economic strain on munic-
ipal authorities. Local governments have obtained reve-
nues through land concessions and financing to support 
urban construction and economic growth, creating a fiscal 
structure dominated by land finance[4].
Therefore, the allocation of land resources not only affects 
the optimization of the urban-rural structure and the flow 
of economic resources but also profoundly influences 
the debt burden of local governments. Against this back-
ground, it is particularly important to study the interaction 
between rural land reform, urban change, and land re-
source allocation. The literature review of this study aims 
to summarise the research results of previous researchers 
on land resource allocation and local government debt, 
sort out the theoretical basis and practical experience of 
related research, and identify the deficiencies and gaps 
in existing research. By analyzing the existing literature, 
the cutting-edge issues and shortcomings of the current 
research can be clarified, which will provide the theo-
retical basis and innovative direction for the research of 
this paper. In addition, the review will also help to locate 
the unique contribution of this study in the field of land 
resource allocation and local government debt and ensure 
that the research direction is in line with the practical 
needs.

2. Literature review

2.1 Concepts and characteristics of land re-
source allocation
Land resource allocation refers to the process of regulating 

the use, flow and distribution of land resources through 
various means, such as policies and markets, in order to 
optimise resource allocation and enhance the efficien of 
land use[5]. Compared to other factors of production, land 
resources are distinctly territorial, long-term, and com-
plex. Territoriality manifests itself in the fact that the use 
of land resources is limited by geographic location, natu-
ral environment, and other constraints. The long-term na-
ture is reflected in the irreversibility and long-term impact 
of land use. Complexity stems from the fact that the allo-
cation of land resources involves a combination of policy, 
market, and social factors [6]. Several elements affect 
how land resources are distributed. First, areas with better 
natural conditions tend to attract more investment, driv-
ing up land values [7]. Second, the government directly 
influences the direction and use of land resources through 
land-use policies, land acquisition and transfer systems, 
and other means, especially under China’s land system, 
where the impact of policies on land resource allocation is 
particularly obvious[8]. Finally, market demand for land 
resources directly determines the value and efficiency of 
land resource allocation. Economic development leads to 
increased demand for land, and the dynamism of the land 
market affects local governments’ sources of revenue and 
land-use decisions[9].

2.2 Concept and classification of local govern-
ment debt
The term ‘local government debt’ denotes the financial 
obligations incurred by local authorities due to budgetary 
shortfalls, building of public infrastructures, and the de-
mand for additional public amenities [10]. In recent years, 
with the acceleration of urbanization and the high-fre-
quency allocation of land resources, the scale of local 
government debt has continued to expand. Revenue from 
land concessions has become one of the main sources of 
income for local governments, which is used to alleviate 
debt pressure. However, this revenue model also brings 
hidden concerns, as the high dependence of local govern-
ments on land finance may lead to debt accumulation and 
increased risks. In addition, fluctuations in the property 
market have made land grant revenues unstable, further 
exacerbating the debt risk of local governments.

2.3 Relationship between land Resource alloca-
tion and Local government Debt
The allocation of land resources has a strong influence on 
local government revenues. Local governments increase 
their fiscal revenues through land transfer revenues and 
real estate-related taxes, which are then used for urban 
construction and public services[11]. However, over-re-
liance on land concessions can lead to a single revenue 
structure and increased risk. When the land market is hot, 
local government revenues increase, when the land market 
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is sluggish, revenues fluctuate, affecting the government’s 
fiscal health. A correlation between the augmentation of 
land resource distribution and the growth in local gov-
ernment debt size[12]. High-frequency concessions and 
exploration of land resources have attracted huge amounts 
of capital, and local governments have raised funds for 
infrastructure development through land-financing plat-
forms, but this approach has led to an increasing scale of 
debt. The long investment cycle of some land develop-
ment projects has resulted in short-term revenues that do 
not cover the debt, further increasing the debt burden of 
local governments. Complex interaction mechanisms exist 
between land resource allocation and local government 
debt[13]. In order to obtain revenue from land sales, local 
governments will increase capital investment to enhance 
the value of the land, such as building infrastructure to 
attract more investment. In addition, local governments 
have adopted policies to restructure land use in order to 
increase fiscal revenues, but changes in land use will have 
long-term social, economic and environmental impacts.

3. Analysis of the impact of land re-
source allocation on local government 
debt

3.1 Case studies
In order to conduct an in-depth study on the impact of 
land resource allocation on local government debt, this 
study selected several representative regions as case study 
objects, focusing on areas with faster urban development 
and more frequent land transfer, aiming to examine the 
different impacts of land resource allocation in different 
regions on the scale, structure and risk of local govern-
ment debt.
Case 1: Suzhou, Jiangsu Province
As a developed city on the eastern coast, Suzhou is highly 
dependent on land grant revenues for its economic devel-
opment and urban expansion. The Suzhou municipal gov-
ernment has generated substantial fiscal revenues through 
large-scale land concessions, which have been used for 
infrastructure development and industrial upgrading. 
However, this fiscal structure that relies on land conces-
sions also brings debt risks. Due to its high dependence 
on land finance, the Suzhou government’s fiscal revenues 
were significantly affected during periods of land market 
volatility, and debt risk increased, especially after the 
implementation of real estate market control policies, 
which resulted in a decline in land grant revenues and an 
increase in the local debt burden.
Case 2: Xiongan New Area, Hebei Province
As an important test area for China’s new round of re-
gional development strategy, Xiongan New Area’s land 
resource allocation is closely linked to urban development 

policies. Through the land consolidation and centralized 
development model, Xiongan New Area has gradually re-
duced its reliance on land grant revenues through a public 
finance-led approach and has explored diversified financ-
ing channels. However, as the construction of the new 
area involves a large amount of infrastructure investment, 
local governments continue to face greater financial pres-
sure in the process of land resource allocation. The case 
of Xiongan New Area shows that the rationalization of 
land resource allocation and diversified financing methods 
can help alleviate debt pressure, but land resource alloca-
tion puts higher demands on debt management during the 
long-term investment period.

3.2 Analysis of impact mechanisms

3.2.1 Land transfer policy

The most direct way for local governments to obtain 
financial revenue is through land concessions[14]. The 
implementation of the land grant policy has enabled local 
governments to supplement their finances with one-time 
revenues, but such short-term revenues make it difficult to 
form a long-term stable revenue structure. The policy of 
over-reliance on land grant revenues has led local govern-
ments to grant large amounts of land for fiscal revenues 
when the land market is buoyant and to difficulty in main-
taining stable revenues when the market is downward, 
with a consequent increase in debt risk[15]. In addition, 
the instability of land grant revenues further increases the 
risk of local debt owing to the rigidity of the supply of 
land grants.
3.2.2 Real Estate Tax Policy

Real estate tax policy is another important way in which 
land resource allocation affects local government debt[16]. 
Real estate taxes. Real estate taxation not only provides 
an additional source of income for local governments but 
also has a regulatory effect on the real estate market. Fluc-
tuations in the property market have a direct impact on 
related tax revenues, and if local governments rely heavily 
on real estate tax revenues, the problem of ‘land finance 
dependence’ may arise, which makes the debt risk closely 
related to fluctuations in the property market. In addition, 
the current real estate tax policy is not yet perfect, and the 
instability of the tax mechanism may increase the debt 
risk of local governments.
3.2.3 Infrastructure investment and land-use structure

Local governments usually invest more in infrastructure, 
such as roads and public service facilities, in order to en-
hance the value of their land[17]. These investments raise 
the market value of the land, but they also create a large 
amount of upfront debt. Restructuring of land use, such as 
converting agricultural land to commercial or industrial 
land, increases land grant revenues but may also generate 
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a waste of land resources. In the long term, infrastructure 
investment has a long payback cycle, which may lead to 
debt accumulation in cases where revenue is difficult to 
recover in the short term.

4. The inverse effect of local govern-
ment debt on land resource allocation

4.1 Financial commitment effect
An important use of local government debt lies in infra-
structure development [18]. Through debt financing, local 
governments are able to invest in public infrastructure, 
such as transport, water, and energy, and improve the level 
of infrastructure in cities and villages. These investments 
have a direct impact on the market value of land resourc-
es, making land more economically viable, which in turn 
attracts more businesses and people to a particular area. 
For example, improved transport networks can enable 
neighboring land to be converted from agricultural land 
to industrial or commercial land, thereby driving land 
values and regional economic development. In addition 
to infrastructure construction, local government debt has 
also been used to support education, health care, and oth-
er public goods, projects that have enhanced the quality 
of life of residents and the attractiveness of cities, and 
contributed to the urbanization process [19]. This invest-
ment of funds not only improves the level of local public 
services but also has a long-term impact on the utilization 
structure of land resources. Particularly in newly built 
areas, the concentrated construction of infrastructure and 
public services tends to lead to the concentrated develop-
ment and use of land, resulting in a more aggregated and 
efficient allocation of land resources.

4.2 Policy adjustments
In order to alleviate the pressure of debt, local govern-
ments will adjust the land use structure through policies to 
optimize resource allocation and raise fiscal revenue[20]. 
For instance, local governments will increase the supply 
of industrial and commercial land and reduce agricultural 
land or idle land, with a view to increasing fiscal revenue 
through land sales. In addition, some local governments 
will choose to speed up the transformation of old urban 
areas or old industrial zones in order to achieve more rev-
enue through land appreciation[21]. Such policy adjust-
ments have a direct impact on the direction of the use of 
land resources and, to a large extent, have led to the diver-
sion of land resources to more economically efficient uses. 
On the other hand, to repay their debts, local governments 
may adjust their land grant policies, shorten the land sup-
ply cycle or increase land supply in exchange for more 
revenue from land grants. In order to attract investment, 
some regions may also implement favorable investment 

promotion policies, such as reducing land premiums and 
lowering the cost of land for enterprises[16]. Although 
such policies can increase fiscal revenues in the short 
term, they may bring the risk of wasting resources in the 
long term. Adjustments in land grant policies are closely 
linked to the debt-servicing needs of local governments 
and may result in the centralization and short-termisation 
of regional land use[11].

4.3 Potential risks
The risks involved are especially notable when consid-
ering the adverse effects of local government debt on the 
distribution of land resources. Initially, variations in the 
real estate market directly influence local governments’ 
capacity to settle their debts[22]. Local governments 
that are highly dependent on land concessions for debt 
repayment will see their debt-servicing capacity weaken 
significantly when land market prices fall or demand de-
creases, leading to a higher risk of debt default. Secondly, 
due to debt pressure, local governments have resorted to 
overdevelopment, allocating land resources with the goal 
of maximizing short-term benefits, but such allocation 
usually lacks long-term planning, leading to a decline in 
the efficiency of land use[23]. For example, in order to 
speed up debt repayment, some regions will change land 
originally planned for greenfield or public welfare use 
into commercial land, ignoring the ecological and social 
benefits of the land, which ultimately leads to a waste of 
resources and an increase in the environmental burden. 
This phenomenon of declining resource utilisation effi-
ciency is more common in regions with greater debt pres-
sure. Thirdly, among local governments with high debt 
burdens, there may be a risk of debt default if revenues 
from land concessions fail to meet debt-servicing targets 
as expected[24]. This risk will lead local governments to 
be more short-sighted in land resource allocation, favoring 
high-frequency land concession and development of land 
resources, making it difficult to ensure the sustainability of 
land resource allocation. In the long term, this will make 
land resource allocation oriented towards short-term inter-
ests, neglecting the long-term development needs of the 
social economy, and increasing the government’s financial 
risks and the instability of land resources.

5. Optimisation Strategies and Policy 
Recommendations
Addressing the issues of chaotic development and sub-
optimal land utilization in land resource distribution, it’s 
imperative for local authorities to fine-tune land supply 
systems, prioritizing land needs for public services and 
infrastructure, and guaranteeing the judicious employ-
ment of land resources. At the same time, land supply 
plans should be rationally formulated in accordance with 
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regional development needs, avoiding excessive conces-
sions due to short-term financial needs, and balancing the 
relationship between supply and demand in the land mar-
ket in order to reduce the impact of fluctuations in the land 
market on local finances. Secondly, in order to effectively 
control local government debt risks, it is recommended 
that a multilevel debt risk early warning mechanism be 
established. Through dynamic monitoring of the scale, 
structure, repayment capacity, and other indicators of local 
debt, it is possible to grasp the debt situation in real-time 
and provide timely early warning. In addition, local gov-
ernments can provide regular assessment and feedback 
on debt risk by setting up special oversight bodies, so 
that effective countermeasures can be taken when the risk 
exceeds the early warning line and potential fiscal risks 
can be reduced. In addition, optimizing debt structure is 
an important measure to reduce the pressure on local gov-
ernment debt. It is recommended that local governments 
rationally choose debt financing instruments, give priority 
to types of debt with lower risks and longer maturities, 
and reduce dependence on a single source of debt through 
diversified financing channels.

6. Conclusion
This study analyses the interaction between land resource 
allocation and local government debt and finds that the 
two are closely dependent and mutually influential. Local 
governments rely on land grant revenues to repay their 
debts, and land resource allocation plays a key role in lo-
cal financial stability. On the other hand, local government 
debt affects the allocation of land resources through chan-
nels such as infrastructure investment, promoting the en-
hancement of land market value or changing the direction 
of land resource allocation. Specifically, the allocation of 
land resources can help to improve the local government’s 
fiscal revenue, but over-reliance on land finance may ex-
acerbate the debt risk; while the reasonable management 
of local government debt can optimise the efficiency of 
land resource utilisation, but the increase in debt risk may 
lead to the short-sightedness of the allocation of land re-
sources. In addition, by empirically analysing the case, we 
further validate the interaction mechanism between land 
resource allocation and local government debt, providing 
systematic theoretical support for understanding the com-
plex relationship between the two.
This study has made some progress in exploring the rela-
tionship between land resource allocation and local gov-
ernment debt, but there are still shortcomings. Firstly, the 
case analysis in this paper fails to cover different types of 
regions across the country and is limited to some typical 
cities, failing to fully demonstrate regional differences, 
which limits the generalisability of the study’s conclusions 
to a certain extent. Secondly, due to the difficulty of ob-
taining data, this paper lacks time-series analyses of debt 

size and land transfer revenue, which fails to fully reflect 
the dynamic relationship between the two in different eco-
nomic cycles. In addition, this paper has less quantitative 
analysis of the synergy between land resource allocation 
and debt management, and future research can introduce 
more quantitative analysis methods and construct models 
to more accurately measure the interaction between the 
two.
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