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The Impacts of Fiscal Policy and Tax Policy on
Economic Aggregate and Regional Disparity .
New Economic Geographical Analysis Based

on Multidimensional Framework

HE Wen, AN Hu-sen

(School of Economics, Nankai University, Tianjin 300071, China)

Abstract: By the subdivision of domestic taxes, the endogeny of tax in-
come and fiscal expenditure, and the introduction of fiscal decentralization
and transfer payment, this paper constructs a 2X3X2 NEG general equilib-
rium model. It states that transfer payment cannot play a significant role in
the reduction in regional disparity, and tax income policy has obvious effect
on the reduction in regional disparity. In addition, the effect of income tax
on real GDP is not neutral and the effect mechanism of personal income tax
is similar with the one of commodity turnover tax. Under high inter-regional
trade openness. the reduction in commodity turnover tax and personal in-
come tax rates and corresponding rise in corporate income tax rates give rise
to the increase in total tax income and the real GDP of the whole economic
system.

Key words: fiscal policy; fiscal decentralization; transfer payment;
tax policy; regional disparity; income tax; commodity turnover tax
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