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Local Government Competition and Economic Growth

ZHOU Yean
(Shool of Eooromrics, Renmin Universty of China, Beijing 100872)

Absract : Decentrdization in economic dfairs have been put into practice dter market-based rform, the hierar-
chies in politicd inditution result in loca governments competi ng with one another for economic reources. Oning to
the redrictions of adminidration and liquidity of reurces, the competing does not necessarily lead to economic in-
creae. If loca governments select the protectioniam drategy or the plunder drategy , the transaction cogs may in-
creaxe, and ecoromic growth may decrease. Appropriate decentraization and inproving liquidity is necessary for
building conpetition order.
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