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identifying the impact of local officials’ turnover to investment growth. It is found that the

replacement of local officials makes the year's investment growth rate reduced by about 1.5
percentage points. Before the 1990s, the officials’ replacement did not bring about investment
volatility, and thereafter resulted in significant fluctuations in investment. The turnover of local
officials in the coastal region reduce that year's investment growth greatly, similar phenomenon
also exists in the western region significantly, while there is no such a phenomenon in the central
region. Also, relative to the secretary, local governors showed more significant impact to
investment. Finally, the impact of officials turnover to investment is more obvious in urban than in
rural area. These differences reflect that the specific central-local relationship in China is an
important institutional factors influencing investment volatility, thus affecting the country's

macroeconomic stability.
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