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Ma Guangrong and Y ang Enyan2
(L Chia Center for E conan ic Research Pek ng Un iversity
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Abstract Under China s fiscal decentralization system, local officials are encouraged b join in he “ race to the bottan” competiton
by the promoton mnceentive Ths type of competitbon causes undeprovisbn of beal public goods especnlly educaton health
enviom ent potectbn and social security etc This paper builds a fiscal decentralzation model to mvestigate local pub lic goods
povisbn under difeent govemment goals We find thai when the govemment? s goal is to maxm ize resients’ utiliy competition
an ong local govemm ent w ill make local public goods undeprovided W hen local govemment is more prone to GDP growth te

underprovi bn ismore sever W e also exp bre the casewhen public goods can be classified nto productve and non— productive goods

and find thatunder some cond itbns pwoductive public goodsw illbe underproviled while non— pwductive goods w ill be oveprovided
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