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Local Tax Competition and Spatial Mobility of
Labor with Heterogeneous Preferences in China:
Evidence from Metropolitan Areas of Beijing,
Tianjin and Hebei

LU Jun,YANG Zhi-yong
(School of Government s Peking University ,Beijing 100871,China)

Abstract: Based on the model of Hindriks,Rochet and Stole, the paper
introduces labor mobility into the frame of local tax competition with spatial
attribute,and studies the spatial mobility decision-making of labor with het-
erogeneous preferences and its influences on local tax competition. It also an-
alyzes the combination of tax and fiscal expenditure for the utility maximiza-
tion of local governments, factors influencing the equilibrium under
Rawlsian-and-quasi-linear government utility functions,and the effect of fac-
tor mobility on local government utility and local welfare allocation in equi-
librium. The results show that labor mobility relates closely to the policy set
of local governments and government utility. Under the hypothesis of Rawl-
sian government utility,game equilibrium is only relevant to the mobility of
skilled workers,but the degree of local redistribution is negatively related to
the mobility of skilled workers.

Key words: tax competition; labor mobility; heterogeneity; redistri-
bution
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