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Do Land Subsidies Promote Local Industrial Development
—Based on Land. Firm Matched Data
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Abstract In this paper we matche the 2004-2013 industrial-firm and land-lot-sales data
in township level to study if land subsidies promote local industrial development. Results
show that ( a) land subsidies are inefficient nationwide. Subsidies help to attract more firms,
but output and TFP per unit land are low. (b) Subsidies help to attract more new firms that
grow faster, which means the direct effect of subsidy on new firms is high, but spillover
effect on existing firms is low. (c¢) Efficiency varies in different regions In western region
and suburban area, subsidies promote production in the short run but lose advantage in the
long run.

Key Words land subsidies, industrial production efficiency, land sale dataset

JEL Classification R38, R52, D24

* Corresponding Author: Wenjia Tian, Na 1 College Building, Central University of Finance and Eco-
nomics, Shunsha Road, Changping District, Beijing, 102206, China; Tel: 86-13141036279; E-mail.

tianwenjia@ cufe. edu cn.



