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How Local Fiscal Capacity Affect the Spatial Distribution of School?

CHEN Jian-wei', QI Yu?, JI Wen-wen?
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3. China University of Labor Relations)

Abstract; In this paper, we build a model with local government being a land developer
to investigate the relationship between local land development and public education
provisionacross space, and we find that inadequate of local fiscal capacity will cause local
government chase to a higher land revenue, therefore the spatial coverage of public education
resources will be reduced due to a higher tax rate on land investment. Furthermore, we use a
county level data matched with a unique land results announcement to testify the hypothesis.
The empirical evidences show that the stronger the fiscal capacity, the higher capacity the
government to providepublic education infrastructure projects to cover remote areas, which
proxied by standardized distance from project location to center of the county), with
kindergarten and primary school positioning particularly remarkable. The regression results
of instrumental variables also confirm the causal relationship from fiscal capacity ability to
spatial distribution of public education. Furthermore, the regression results also show that
investing in land to raise land pricewill help to improve fiscal capacity of local government.

Key words: local fiscal capacity; public education; spatial distribution of school
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