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Provincial Tax Competition and Environmental
Pollution : Based on Panel Data from 1998 to
2006 in China

CUI Ya-fei''*, LIU Xiao-chuan'

(1.School of Public Economics and Administration, Shanghai University of
Finance and Economics s Shanghai 200433, China ;2. School of Public
Finance and Administration , Anhui University of Finance and
Economics s Bengbu 233030, China)

Abstract: The paper studies the relationship between tax competition
and environmental pollution by China’s provincial-level panel data from 1998
to 2006. Empirical results are as follows: firstly, local governments take the
strategy of riding on a seesaw against environmental pollution and there is a
race-to-the-bottom in tax competition; secondly, the increase of the disposa-
ble financial resources of local government helps to control pollution sources
with small externalities; thirdly, sewage charge system has certain environ-
mental effects on industrial solid waste and wastewater pollution, not on in-
dustrial sulfur dioxide pollution; fourthly, environmental standards promul-
gated by the central government have little effects on the improvement of lo-
cal environment quality.

Key words: tax competition; environmental pollution; strategy of rid-

ing on a seesaw; race to the bottom
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