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Fiscal decentralization system, grouping effect
In mar ket ssgmentation and over capacity

HONG Zheng, XIE Yang

(Institute of Chinese Finance Studies, Southwest University of Finance and Economics,
Chengdu 611130, China)

Abstract: The decentralization system in the process of reform has induced local government competition,
market segmentation behavior and the resulting contradiction between overcapacity and efficiency decline,
and has become one of the persistent ailments of macroeconomic development. This study, by constructing
an analytical framework of fiscal decentralization market segmentation overcapacity, introduces the
perspective of the same grouping effect of social behavior to study the influence mechanism and effect of
fiscal decentralization system and local market segmentation behavior strategy on overcapacity, and carries
out empirical verification based on provincial panel data and dynamic spatial Durbin model. The results
show that fiscal decentralization aggravates the behavior of local market segmentation, that the market
segmentation behavior of the local government manifests not only the competitive behavior of "benefiting
oneself at others’ cost", but also the same grouping effect of "mutual learning" and "policy imitation".
Among them, the market segmentation and its grouping effect in backward areas are more obvious, and
fiscal decentralization and market segmentation (same grouping effect) significantly affect overcapacity.
These conclusions provide a new perspective and some evidences for the study of the characteristics of local
government behavior and its impact on Chinese-style overcapacity in the background of Chinese-style
decentralization system.

Key Words: overcapacity; fiscal decentralization; market segmentation; grouping effect
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