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A Research on Local Government’ s Taxation Strategy and its
Influencing Factors in China with the Perspective of Economic

Agglomeration

Zhuo Zhuyao Chen Jianbao Song Chao

Abstract: Based on the industrial enterprise micro-data of 280 cities in China from 1999 to 2008 it
constructs a three-dimensional agglomeration index system to measure the agglomeration characteristics of local
economy. It studies the local government tax strategy and the influence factors in the effective tax rate of
industrial enterprise in China by using employing linear regression and penalized quantile regression panel
models. The results show as follows: (D) there exists a big difference between Eastern and Midwestern regions in
agglomeration form and scale; (@) local governments carry out different tax policies according to different
economic agglomeration characteristics and the tax competition is the wisdom game between the government
and enterprises under the policy guidance rather than “the bottom competition”; 3 the eastern region has
significant differences with the middle and western regions in the relationships between actual tax rate of
enterprises and capital per labor or capital liquidity; (@) the enterprise property structure enterprise scale and
urban infrastructure significantly impact the actual tax rate of enterprises.
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