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Influence of Provincial Financial Competition on Enterprises” Investment

Location Choice: Interactive Analysis Based on Spatial Strategy

ZENG Kanghua', XIA Haili®
(1.School of Public Finance and Taxation, Central University of Finance and Economics, Beijing 100081, China ;
2.School of Business, Jilin University, Changchun 130012, China)

Abstract; Under the background of fiscal decentralization and administrative centralization, the local
government has the incentive to improve the development interests of its jurisdiction and the effective way is fiscal
competition. As a kind of flow factor, capital is an important foundation of economic and social development, and it
is of practical significance for local governments to influence enterprises” investment location choice and attract them
to settle in by reducing the macro tax burden and increasing the level of financial expenditure. By using the
mathematical model, this study explores the nature of the influence of local government financial competition on
enterprises” investment location choice and the interaction relationship between government financial competition
strategies, and then tests and analyzes the nature and effective form of provincial government finance by adopting
spatial Doberman model. The results show that the provincial government tax competition that attracts enterprises”
investment location choice has strategic substitution while the financial expenditure competition has strategic
complementarity, and that tax competition is the most significant in geographical distance weight matrix while
financial expenditure competition is the most significant in geographical neighborhood weight matrix.

Key words:tax competition; financial expenditure competition; enterprise investment location choice; spatial

Durbin model
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