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Land Finance and Industrial Structure Tertiarization:
A New Perspective of an Explanation of “Chinese Paradox”
of Industrial Structure Tertiarization

Li Yonggang',Wang Meng®

(1.School of Economics sAnhui University of Finance and Economics Bengbu 233030,China ;
2.School o f Economics,Nanjing University s Nanjing 210093 .China)

Abstract: Tertiarization of industry structure is the general rule of world economic de-
velopment and the transformation and upgrading. However, there is a paradox in China:
the proportion of service industry in GDP is lower., and it has far become the dominant in-
dustry of the economic development. This Paper intoduces land finance and extends two-
sector non-equilibrium growth model. Based on panel data of 35 large and medium-sized
cities of China from 1999 to 2013, this paper uses the two-step system GMM estimation
method to empirically test the relationship between land finance and the tertiarization of in-
dustrial structure. Results show that although land finance has accelerated the process of
industrialization, it inhibits the evolution of industrial structure from industrialization to
tertiarization. It shows that land finance is actually an important factor of the stagnant evo-
lution of industrial structure. Further study indicates that the effect of land finance on the
teriarization of industrial structure differs with regions:land finance promotes transforma-
tion of industrial structure in eastern regions from industrialization to tertiarization, but
has a negative effect on the transformation of industrial structure from industrialization to
tertiarization in westem regions.

Key words: land finance; industry structure tertiarization; panel data
(wHERHE & k)



