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PRAERERE R, UM% 18 AT AL A I BRI, 5 (2t b XT3 — R O BECBOR
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Fiscal and Tax Competition, Spatial Correlation and the
Development of China’s Market Integration

MAO Jun', LIANG Hongzhi®
(1. School of Mathematics and Statistics, Hainan Normal University, Haikou 571158, China;
2. School of Economics, Guizhou University of Finance and Economics, Guiyang 550025, China)

Abstract: This paper uses the spatial network analysis method to measure the spatial correlation of market integration in
China from 2000 to 2016. It is found that the level of market integration in China presents a complex and multi-threaded net-
work structure, forming the distribution composed of a net overflow plate, broker plate, bidirectional spillover plate, and net
benefit plate. Different provinces play the “guide” role, “bridge” role, internal and external bidirectional “guide” roles or
“follow” role in the network structure respectively. In addition, by using the spatial lag semi-parametric panel model, the
study finds that inter-regional fiscal and tax competition will hinder the development of China’s market integration, similar to
the “W” shape distribution; inter-regional fiscal expenditure competition intensifies the domestic market segmentation and hin-
ders China’s market integration process. Therefore, the key point of the balanced development of China’s market integration,
taking the spatial and external factors into account, lies in the reasonable formulation and implementation of the fiscal and tax-
ation policy.

Key words: Fiscal and Tax Competition; Market Integration; Spatial Complex Network Analysis; Semi-parametric Panel
Space Lag Model
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