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Abolishing Agriculture Tax Effects Town Governmental Different Action:

A Multitask Principal-Agent Analytical Framework

Abstract: Analyzing local governmental action effected by change of fiscal system in China
always is the focus of economic research. However, some limitation exists in analyzing town
governmental action in China and the conflict together with results induced in different
dimensions. This paper investigates town governmental action due to abolishing agriculture tax in
a multitask principal-agent analytical framework, which is different from existing literature. This
paper points out when different kinds of efforts for finance are substituted, in order to ban
governmental rent-seeking behavior, no direct power of fee and transfer with a fixed proportion
should be offered town governments. Similarly, the principal should give low-powered incentive
for explicit payout actions of town government, or increase the incentive density for implicit
payout actions. This paper also gives a framework for analyzing local governmental behavior.

Key Words: agricultural taxation; local government; multitask principal-agent; incentive contract
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