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The Economic OQutcome of the Reform of the Two Tax Law and Three Allotments

in Tang Dynasty: An Empirical Analysis Based on the DID Model
Wang Jue He Fucai

Abstract.; From the perspective of adjusting the relationship between the central and local fiscal
adjustment, the reform of two tax law and three allotments in Tang dynasty included two aspects. On the
one hand, that the central government tried to withdraw partial fiscal authorities after the rebellion of An
and Shi, which made the fiscal relations between the central and local government more clear. On the other
hand, the local governments realized fiscal decentralization to a great extent stemmed from the reform of two
tax law and three allotments. This paper uses the quasi-experimental historical evidence to examine the
impact of the implementation of the two tax law and three allotments in the year of 780 on economic and
social development between the year of 753 and 808 in 137 mansions. In this paper, we take the population
size of every mansion as a proxy variable to measure the level of economic and social development. In the
DID regression, we construct the control groups based on both the local separate military governors and with
the eliminated military governors. On average, where effectively carried out the reform of both two tax law
and three allotments significantly resulted in the higher level of economic and social development. The
central tax legislation and the local ownership of relatively independent financial autonomy are two necessary
conditions for the Two Tax laws to produce positive economic effects.

Key Words: The Reform of Two Tax Laws and Three Allotments; Fiscal Incentives; Population Size; DID
Model
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