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Abstract 
The optimization and upgrading of the industrial structure is a key measure to improve 
the comprehensive competitiveness of my country's economy, and it is a major event 
related to the overall situation, the whole and the long-term. As one of the regions with 
the most industrial agglomeration characteristics and the most active economic 
activities in the country, the Yangtze River Delta region has good conditions to promote 
higher-quality integrated development at a higher starting point, promote the 
optimization and upgrading of the economic system, improve the advanced industrial 
foundation, and improve the industrial The level of chain modernization has a long way 
to go. The study found that in areas with a high degree of industrial agglomeration, the 
vicious competition of local taxation has improved, and the taxation "race to the bottom" 
has shifted to "race to the top" of taxation, which promotes the optimization and 
upgrading of the industrial structure. The above research conclusions provide the basis 
for the optimization and upgrading of industrial structure and the coordination of 
taxation between regions. 
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1. Introduction 

In recent years, my country's economy has shifted from a stage of high-speed growth to a stage 
of high-quality development, and the industrial structure is facing profound adjustments. my 
country's industrial restructuring has achieved remarkable results: the discharge of major 
pollutants has been greatly reduced, the concentration of production capacity in key industries 
has increased, the core competitiveness of enterprises has been continuously enhanced, and 
the high-quality economic development has achieved remarkable results. However, the 
adjustment of industrial structure is not achieved overnight. At present, there is still a certain 
gap between my country's industrial development level and developed countries. There are 
problems such as low capacity utilization rate, large but not strong manufacturing industry, and 
core technology being controlled by others. The industrial structure is transformed and 
upgraded. The task is still arduous and requires continuous efforts. At a time when the world is 
undergoing profound changes unseen in a century, in order to continuously enhance the new 
impetus and potential for economic growth and inject new vitality into high-quality 
development, the upgrading of the industrial structure is an essential and key measure to 
improve the comprehensive competitiveness of my country's economy. 
Tax policy is the most direct and effective macro-control tool for the government to carry out 
economic management. The tax policy should play its due guiding and promoting role in the 
major task of upgrading the industrial structure. As the actual executor of the tax policy, the 
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local government's cooperation and competition will directly affect the implementation effect 
of the policy. Considering the phenomenon of regional industrial agglomeration, the tax 
competition theory proposed by New Economic Geography based on the perspective of 
industrial agglomeration provides a good analytical framework for studying tax competition 
among local governments in China. 
The Yangtze River Delta region, which is composed of three provinces and one city in Shanghai, 
Zhejiang, Jiangsu and Anhui, accounts for 4% of the country's land area and less than 10% of 
the total population, creating nearly a quarter of the country's total economic output. One of 
the most open and innovative areas. In 2019, my country passed the "Outline of the Yangtze 
River Delta Regional Integration Development Plan", which pointed out that the Yangtze River 
Delta region, as one of the regions with the most industrial agglomeration characteristics and 
the most active economic activities, has a higher starting point to promote higher-quality 
integrated development. good condition. 

2. Main Discussion 

In the process of my country's economic development, the fiscal decentralization system 
formed by the implementation of the tax-sharing system and the promotion mechanism for 
officials with GDP growth as the core have formed the motivation for local governments to 
pursue economic growth. Therefore, as the actual executor of the tax policy, although the local 
government does not have any form of tax legislative power, it can adjust the regional actual 
tax rate by means of tax rebates, adjustment of the intensity of tax collection and management, 
financial subsidies, etc., in order to attract the flow of production factors into the local area., 
driving economic growth. According to the standard tax competition theory, changes in tax 
rates will cause capital flows, so local governments will compete to reduce tax rates in order to 
compete for liquid capital. The New Economic Geography believes that the existence of 
industrial agglomeration will affect the specific arrangement of tax competition among local 
governments. When enterprises make investment decisions, they will not only consider policy 
incentives, but also spatial location factors. Industrial agglomeration stems from imperfect 
competition and economies of scale, which means the concentrated distribution of companies 
of the same type and their upstream and downstream enterprises in geographic space, which 
has the following positive externalities: First, industrial agglomeration can expand the spatial 
spillover of knowledge and technology, and it does not. Possessing exclusivity, it is easy to be 
disseminated and diffused, which is conducive to promoting regional technological progress. 
Second, industrial agglomeration can form a labor-sharing market, reducing labor search costs 
and transaction costs. In addition, industrial agglomeration will also form a market for 
intermediate product inputs and specialized services. Enterprises in the region can quickly and 
cost-effectively obtain resources such as raw materials, equipment, and intermediate inputs, 
and share public facilities; the proximity in space reduces the transportation cost of enterprises. 
and inventory costs. Therefore, technology spillover, labor force and intermediate product 
sharing make the market scale in the industrial agglomeration area larger and larger, and the 
formed industrial supporting conditions are more specialized, which effectively promotes the 
division of labor and cooperation between upstream and downstream enterprises, strengthens 
the industrial chain, and improves production efficiency, market potential is effectively 
increased. 
The agglomeration rent brought by industrial agglomeration has a locking effect on the liquidity 
factor. In order to enjoy the additional benefits of the agglomeration rent, enterprises are 
willing to bear a higher tax burden, that is, the tax sensitivity of enterprises is reduced. 
Therefore, local governments can levy tax on agglomeration rents, which can prevent the 
outflow of capital factors and the migration of enterprises without reducing the tax rate. Instead, 
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they can maintain a relatively high tax burden, reduce the intensity of tax competition, and 
alleviate the viciousness among regions. The race to the bottom turns to the race to the top in 
taxation. 
The Yangtze River Delta region has always been a land of fish and rice and a prosperous and 
prosperous place. It is in the process of developing into the world's most influential world-class 
urban agglomeration and super industrial cluster. It is the region with the most active economy, 
the highest degree of openness and the strongest innovation ability in my country. one. The 27 
central cities in the Yangtze River Delta region play a role in radiating and driving the high-
quality development of the Yangtze River Delta region. The internal production factors flow 
freely, the specialization and division of labor in the industrial structure are very close, and the 
industrial development has a good gradient difference and timing connection. Each layout has 
advantages. 
From the perspective of industrial transfer, Shanghai takes advantage of the convenient 
transportation and regional integration policy advantages in the Yangtze River Delta region to 
transfer traditional manufacturing links to the neighboring provinces of Jiangsu, Zhejiang and 
Anhui, while vigorously improving service functions and focusing on building an international 
The "five centers" of economy, finance, trade, shipping and technological innovation, and the 
tertiary industry, especially the modern service industry, are developing rapidly. Jiangsu 
Province, Zhejiang Province, and Anhui Province actively undertake industrial transfer, and 
relocate functional departments to Shanghai, which has a better environment for finance, 
services and R&D, strengthen division of labor and cooperation, and expand value chains. From 
the perspective of industrial clusters, Shanghai, Jiangsu Province, Zhejiang Province and Anhui 
Province are all important manufacturing bases in China, and a large number of industrial 
clusters have been formed. Shanghai vigorously develops advanced manufacturing and high-
end manufacturing, and has become a benchmark for domestic high-end manufacturing centers; 
Jiangsu Province was once famous for township enterprises, known as the "Southern Jiangsu 
Model", and has now formed a manufacturing industry with complete categories and complete 
supporting facilities. Industrial system; Zhejiang Province is famous for its private enterprises 
and has the famous "Wenzhou Model". It has a large number of professional towns or industrial 
clusters, and has obvious characteristics of block economy. It has become the innovation 
highland of the national digital economy; Anhui Province has a vast inland hinterland, Scientific 
and technological innovation is active and strong, and it has a comprehensive national science 
center. It is now striving to build a source of scientific and technological innovation and a 
gathering place for emerging industries with important influence. Then, has the industrial 
agglomeration already developed in the Yangtze River Delta region taxed on agglomeration 
rent? 
The above picture shows the scatter plot between industrial agglomeration and tax burden in 
the Yangtze River Delta region. It can be seen from the figure that there is a positive relationship 
between industrial agglomeration and tax competition. From this, it can be judged that the local 
government has levied tax on agglomeration rent, which shows that the industrial 
agglomeration and tax competition in the Yangtze River Delta region conform to the new 
economic geography. The theory of tax competition is consistent with the research conclusions 
of many scholars. With the continuous advancement of the regional integration of the Yangtze 
River Delta and the rapid development of industrial clusters, the agglomeration rent brought 
by it has an element anchoring effect, and the local government no longer conducts the zero-
sum tax game. More fiscal revenue can further improve the supply level and quality of public 
goods and services in the region, and use this as a means of tax competition to improve 
industrial supporting conditions, improve investment environment, adjust industrial layout 
and structure, and make the allocation of factors among regions. Tilt in a direction that is more 
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beneficial to itself, obtain higher economies of scale, and promote the optimization and 
upgrading of the industrial structure. 
 

 
Figure 1. Scatter plot of industrial agglomeration and tax competition in the Yangtze River 

Delta 

3. Conclusion 

Taking the Yangtze River Delta as an example, this paper discusses the impact of industrial 
agglomeration and local tax competition on the upgrading of industrial structure. The main 
research conclusions are as follows: in areas with high degree of industrial agglomeration, the 
situation of local tax vicious competition has improved, from bottom to top tax competition, so 
as to promote the optimization and upgrading of industrial structure. 
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