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Abstract: This article explores the relationship between urban sprawl and the scale of municipal
investment bonds. Research findings: urban sprawl will lead to decreased infrastructure utilization
and loss of value in low-density urban spatial structures, necessitating reliance on local
government fiscal revenue to subsidize their investment and operating costs, ultimately resulting
in the expansion of the scale and balance of municipal investment bonds. At the same time, the
behavior of local financing platforms "borrowing new to repay old" will also contribute to the
expansion of the scale of municipal investment bonds. This article provides empirical evidence for
the aforementioned theoretical analysis using urban data from 2006 to 2018. The results show a
significant positive correlation between urban sprawl and the scale of municipal investment bonds,
and this conclusion holds true in various robustness tests. In the context of promoting domestic
circulation and establishing a unified national market, factors and industries will undergo spatial
redistribution, which highlights the aforementioned issues for the areas experiencing population
and industrial outflow. These findings expand the relevant research on the formation mechanism
of municipal investment bonds and provide theoretical insights for avoiding debt risks.
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