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Fiscal Decentralization and Local Government Competition

WANG Jun®  JIANG Nannan”
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Guizhou Academy of Social Sciences Guiyang Guizhou 550002 China)

Abstract: Economics believes that social resources are scarce relative to demand. The fact of scarce resources
makes economic participants compete for limited resources. Competition exists not only in the market but also be-
tween governments. To study government competition we must analyze the fiscal decentralization to create incentives
for competition. From the reasons of fiscal decentralization Chinese style fiscal decentralization local government
competition form the mechanism of fiscal decentralization affecting government competition and the economic effect
of fiscal decentralization stimulating local government competition this paper reviews the literature on fiscal decen-
tralization and local government competition.
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