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Marginal Retention Rate and Economic Performance (Jin, Qian, Weingast, 2005)

max{zy(e) —c(e) — R+ T}

e: effort to create a better economic environment, Y(e) is the economic
performance and tax base, and y(e) is fiscal revenue. c(e) is cost.

R, T: fixed Remittance or Transfer

de* dy”*

dZ>O;dZ>O

Fiscal Federalism, Chinese Style:
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BRSRIE: Wind
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Li, Lu, Wang (2016)
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