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Tax Competition and Consumers’Mobility:
Tax Competition in the Case with Tax on Mobile Unit

Enjoying Public Services

YAMADA, Masatoshi

The decentralization of both public services and tax sources is one of most important political
issues in Japan. A progress of the decentralization of tax sources however will be able to
introduce the competition among the local governments with regard to both supply of public
services and tax levies. As to this, W.Oates (1972) pointed out that such a competition among
local governments may lead to underprovision of public goods, which is formally confirmed
by J.Wilson (1986) and G.Zodrow and P.Mieszkowski (1986). Contrast to these, J.Wilson
(1995) argued that in a case where consumers as wel as capital choose where to live the tax
competiotion via head tax on consumers and/or capital income tax entails no undersupply of
public service. The present note examines why Wilson (1995) obtains the result difffering
from Wilson (1986) and Zodrow and Mieszkowski. By simple 2-region model this paper

confirms that the conclusion of undersupply of public goods continues to be true.

JEL Cassification: H21, H71, H77

Keywords: Tax competition, consumers’mobility, undersupply of public good



