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How to Choose Between Safety and Growth?
Evidence from Closing Mines

Huihua Nie, Rui Ruan, Jiayi Song
(School of Economics, Renmin University of China)

Abstract: Existing research has found that local governments will choose among multiple tasks,
but no evidence has shown the direct conflicts among tasks. This research attempts to find direct
evidence to characterize the choice of local government between two conflicting tasks. Exploiting
the event happened in 2005 that the central government ordered local governments to close coal
mines with unqualified safety conditions, this research studies how the safe conditions and
economic benefits from coal mine firms affect the closing decisions of local governments. The
empirical results show that the worse the safety conditions of enterprises, and the higher the
economic benefits, the lower the probability of being closed. However, we find that the driving
force of the above conclusions comes almost entirely from non-state-owned enterprises, and
state-owned enterprises are rarely closed. The research in this paper has important policy
implications for guiding local governments to take into account economic development and social
development.

Key Words: Safety; Growth; Coal Mine; Local Government
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