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Impact of Economic Scale & Tax-sharing System on
Governmental Employment. Case of Hebei

Zhang Guang, Zeng Ming
(Zhou Enlai School of Government, Nankai University. Tianjin 300071, China)

Abstract: This paper attempts to explain the size of government employment through a statistical
study of cross-county data of the Hebei province, resulting in two major findings. First. the sizes of
most counties are under the scale of economy. Secondly. intergovernmental transfers under the
current tax-sharing system encourage the expansion of government employment, in particular in those
counties of small size and/or with fiscal deficit. Thus, enlarging county size and reforming the tax-
sharing system are necessary for controlling and downsizing government employment.

Key words: scale of economy; government employment; tax-sharing system: Hebei



