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Fiscal Vertical Imbalance, Government Competition and Marketization Process

WANG Ruixiang', WANG Wenfu®, NI Jinwen’
(1. School of Big Data Application and Economics, Guizhou University of Finance and Economics, Guiyang 550025, China;
2. School of Public Finance and Taxation, Southwestern University of Finance and Economics, Chengdu 611130, China;
3. School of Economics, Anhui University, Hefei 230601, China)

Abstract: Since the adoption of the Reform and Opening-up policy, China’s financial system has been improved gradual-
ly, which promotes the development of economy. However, because of the fiscal decentralization, the gap between the local fi-
nancial revenue and expenditure has been growing and the vertical fiscal imbalance affects the process of marketization in Chi-
na. This article, based on the provincial panel data from 2005 to 2014, discusses the relationship among vertical fiscal imbal-
ance, the government competition and the marketization process. The findings show that overall speaking, the vertical fiscal
imbalance and the government competition have significant negative effects on marketization. But there are obvious regional
differences; the vertical fiscal imbalance and the government competition slow down the marketization process in eastern re-
gions of China but speed up the marketization process in central and western regions. Moreover, the vertical fiscal imbalance
and the government competition influence each other, and they in combination have intensified the difficulties in the marketiza-
tion process.

Key words: Vertical Fiscal Imbalance; Government Competition; Marketization
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