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5 AT BV L, AR OX — T T A% bR AT F T #b 7 GDPIR) P 3 K ) 8 B
{HX P4 17 1k G A R T 25 R P2 B 1T, AREEMAR N E R E R R,

RT3 19992011 EEEHR . EUHRIERTHREMERGITER

R [E1A5 EVAL EVEY, EIUEE
KA HH R A E AL Bl
FUE A LAk GRS ZInAREE 2
9 I T 0.899 04""(38.22) 0.911037"(38.69) 0.879 68" (43.89) 0.830 707" (42.23)
SR IEE —0.093 89(—1.64) —0.052 78(—0.87) 0.08021°(1.75) 0.337 127°(5.59)
RN R —0.037 89(—0.69) 0.010 56(0.18) 0.143 737°(3.34) 0.405 07""(7.07)
CZFQ 0.021 8077(3.72) 0.024 027(3.72) 0.005 05"(1.98) 0.006 477(2.58)
CIVIL_RA —0.110 77(=0.97) —0.002 83(—0.02) 0.173 07" (3.43) 0.128 62°(2.58)
PRIV_RA 0.001 47(1.00) 0.000 75(0.53) 0.002 40" (4.59) 0.001337°(2.52)
RGDP —0.001 017" (-3.17) —0.000 99" (-3.12) —0.000 22(—1.60) —0.000 617" (—4.36)
IND_STRU 0.000 07€0.59) 0.000 12€0.92) 0.000 03(0.75) 0.000 127°(2.68)
OPEN 0.003 780°(1.86) 0.002 05(1.07) 0.000 37€0.63) 0.001 837°(2.92)
B0 [ T8 SN Yes Yes Yes Yes
A7 ] 7 RBL Yes Yes Yes Yes
AR 403 403 403 403

F4741999-20174F4 NPT #3856 . 2002-20174F A2l 77 AH A 1) XS FR N ASE RS ik 11 285 51 . A4
g, VRSB R —E AR BLR, A AT R B 2 T BE B AR R T 0 AR, RS R e
RN RB T FE R, 40 1.344 45,1.274 823X 158 B Hh H 7 BORFAE 5 10 AN AT A8 B B A
SRR 5 TE RO IR AE, HLLL SRR RN S T, (B <SR 5 T8 R AN 1) 22 B AR /N,
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“Race to Top” or “Race to Bottom”: An Empirical Test
Based on the Tax Competition of Provincial Governments
in China

Gao Fengqin, Xu Zhenhuan
(School of Finance and Taxation, Shandong University of Finance and Economics,
Shandong Jinan 250014, China )

Summary: In order to make the central government’ s tax policies more effective, we need
to clear the motivation and operation mechanism of tax competition among local governments, as
well as the role of the vertical competition of collection and management power between central
and local governments in the strategic interaction among local governments,so as to provide
reasonable suggestions for the central government to formulate tax policies feasibly. Therefore,
based on the perspective of the political incentive, this paper uses the data of the Provincial Panel
of China to examine the concrete manifestation of the tax imitation behavior taken by local
governments under different motives,and further examines the impact of the collection and
management power change between central and local governments on the horizontal competition
of local governments. The enterprise income tax and individual income tax collected by the land
tax bureau show a significant “race to bottom” effect, and the sales tax shows a significant “race to
top” effect. There is no significant tax competition in the taxes related to real estate. The

enterprise income tax collected by the National Tax Bureaus (NTB) organization of the central
(T ¥ 5512210)
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have a significant impact on cost stickiness; (2) Equity restriction plays a significant regulating role
between marital co-governance and cost stickiness; (3) Entrepreneurial ability of the couple plays
a significant regulating role between marital co-governance and cost stickiness; (4)Further
research finds that the involvement of relatives from both husband and wife significantly increases
cost stickiness; (5) After a series of robustness tests, the main results remain stable. The findings of
this paper have opened up the mechanism of internal cost control of family enterprises, and
enriched the research on the influencing factors of cost stickiness. The research in this paper is also
of enlightenment significance to deeply understand the characteristics of internal operation and
management of family firms, improve the decision-making ability of private entrepreneurs, and
improve the efficiency of resource allocation.

Key words: family business; joint management of husband and wife; cost stickiness; allocation

of ownership; allocation of management right

(e HE: EHK )
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vertical management shows the effect of “race to top”, while the value-added tax with higher
level of information management does not have tax competition. This also explains the rationality
of the policy of “replacing business tax with VAT” and the merger of national taxation and local
taxation, both of which put the tax collection behavior under the central power of collection and
management, which can effectively suppress the impact of local “race to bottom” motivation and
ensure the steady growth of tax revenue. In this paper, the policy change impact of the scope of
enterprise income tax collection and management power is added to the model to measure the
impact of vertical competition on horizontal competition, and the results show that the central
government’ s central management power will inhibit the “race to bottom” behavior of
competing among local governments for liquid economic resources, but the centralization of
collection and management power will increase the “race to bottom” effect of NTB tax revenue.
This may be due to the involvement of local NTB officials in the “government-enterprise
conspiracy”. In terms of policy recommendations, the first is to implement a system of rotating
exchanges between the directors of taxation bureaus in various regions,and try to avoid the
interference of local governments in tax collection and management. Second, tax administration
should refer to the value-added tax and gradually increase the level of informatization of various
taxes. Third, the implementation of the merger of national taxation and local taxation needs to
consider solving the problem of raising some funds locally, thereby restraining local governments
from putting pressure on the tax department through the issue of funds,and at the same time
further strengthening the integration of the original local tax staft and improving the level of
collection and management power.

Key words: local government competition; vertical competition; resource flow
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