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The Effects of Interregional Competition and Fiscal
Incentives on Privatization in China

Zhu Hengpeng
( Ingtitute of Economics, Chinese Academy of Social Science)

Abstract: According to same papers, the interregional campettion induced by regional decentralization during China. s reform
promotes privatization in China. This paper nwestigates empirically the argument. We find that interregional competition has
significant positive effects on privatization. However, irtemregional competition is not the principal cause of privatization in China,

since the overall degree of interregional compettion hadn t changed an the whole from 1994 to 2002. The principal cause of
privatization in China is the fiscal incentives of local governments. We find srong postive correlations between the share of na2
stat€ owned enterprises and the degree of fiscal sel2financing of local governments. It mplies that faster development of non2stat&
owned enterprises could improve the fiscal conditins of local governments.
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