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2001 0.071 0.304 2007 0.220 0.401
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B2 2 N AT, 48 B UKOE 5 28 [ A2 OK P AE R B0 A0 AR A B 2 3 IEAH GG &R L (H A
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Local Governments Competition: The Study of Endogeneity
between Tax-burden Level and Spatial Agglomeration:
Spatial Simultaneous Equations Model Based on
Provincial Panel Data in China From 2000 to 2011

Shao Mingwei'*, Zhong Junwei', Zhang Xiangjian'
(1.Institute of Finance and Economics s Shanghai University of Finance

and Economics s Shanghai 200433, China ;2.School of Economics ,
Henan University, Kaifeng 475004, China)

Abstract: In the background of how to use tax autonomy to develop regional economy
by local governments under dual incentives of political promotion and fiscal federalism,
this paper studies issues like the endogenous relation between regional tax burden level and
spatial agglomeration, and the lock-in effect of agglomeration on enterprises & regional
differences by using Chinese provincial panel data from 2000 to 2011 and spatial simultane-
ous equations model.It comes to the following results: firstly, there exists different strate-
gy tax competition behavior among local governments but it does not result in “get-to-zero
competition”; secondly, the relationship between tax burden at provincial level and spatial
agglomeration is featured by the inverted U-shape endogeneity and the celling effect; third-
ly, before reaching the celling, the relationship between tax burden at provincial level and
spatial agglomeration is featured by the positive endogeneity; spatial agglomeration helps
to reduce firms’ sensitivity to tax completion and has lock-in effect on firm location, lead-
ing to the realization of the agglomeration of rents by local governments and firms; fourth-
ly, this relationship and tax competition level & strategy vary widely with regions.

Key words: spatial agglomeration; tax competition; spatial panel simultaneous equa-
tion (FiE%E  F )
(L% 57 70
the adjustment to fertility policy like the introduction of two-child policy can offset the
negative effect of population aging on the basic pension system and also provide a basis for
the reform of the reduction in contribution rate of basic pension insurance; thirdly, in a
certain condition, although contribution rate significantly decreases, the fund will still
maintain a small surplus, thereby reducing the contribution burdens of firms and employ-
ees and creating conditions for further coverage expansion. Therefore, timely retirement
age rise and the adjustment to fertility policy are effective measures to realize the sustain-
able development of the basic pension system.

Key words: population aging; basic pension fund (BPF); delayed retirement age;

two-child policy; contribution rate (%% F M)
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