Online Appendix

Alternative Measure of Centrality in the Competition Network based on Deprivation

When considering relocating, taxpayers compare the local social structures and consider whether they can get better service provision in other local authorities. A taxpayer from a relatively affluent area is unlikely to move to a deprived area, and vice versa. A particularly important reason for this in the UK over the last decade has been that differentials in housing costs and capital values of housing were crucially significant to individuals’ finances. On average, individuals from a poorer area would find it hard to trade up by moving to a richer one. While those from a richer area may be able to afford to move, to do so would often threaten returns on capital they had tied up in property values, where inflation was particularly high on valuable properties in high-value neighborhoods. Other things equal, a taxpayer is less likely to move the further away the alternative, both because she will be less likely to be aware of relevant factors and because the transaction costs of finding information and moving will be higher. So we also predict that yardstick competition will be strong between local authorities that are geographically close and are similar in their social structure. 
To capture similarity in social structure, we averaged the multiple deprivation scores of units from government figures for the years 2000 and 2004 to get depi. Then we defined: 
[TYPESETTER: PLEASE PLACE THE FOLLOWING QUANTIFIER EXPRESSIONS DIRECTLY UNDER THE SIGMA (Σ)]
cent_depi = Σ (1/(1 + | depi  -  depj |) * 1/(1 + p_distij)),
                    j≠i

which we use in Table A1.

Table A1 Models for sp_per with Centrality Scores relating to the Similarity of Deprivation Levels (cent_dep)
[TYPESETTER: PLEASE CENTRE ON DECIMAL]
	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	
	
	
	
	
	
	

	counciltax
	0.00696
	0.0079
	0.00857
	0.00383
	0.0122
	0.0065

	
	(1.45)
	(1.62)
	(1.81)*
	(0.81)
	(2.55)**
	(1.39)

	conservative
	0.576
	0.179
	0.659
	0.705
	0.0713
	-0.759

	
	(0.57)
	(0.17)
	(0.65)
	(0.71)
	(0.07)
	(0.77)

	labour
	-1.73
	-1.7
	-1.68
	-1.58
	-2.07
	-2.37

	
	(1.95)*
	(1.90)*
	(1.92)*
	(1.82)*
	(2.37)**
	(2.76)***

	libdem
	-0.26
	-0.337
	-0.0856
	0.0665
	-1.1
	-1.39

	
	(0.18)
	(0.23)
	(0.06)
	(0.05)
	(0.76)
	(0.99)

	rsgpercap
	3,876
	3,087
	2,106
	527
	7,461
	1,545

	
	(3.37)***
	(2.53)**
	(1.79)*
	(0.44)
	(6.27)***
	(1.34)

	all_gbp
	2.07e-06
	-5.18e-06
	-0.0000193
	-0.0000231
	-0.0000192
	-0.000012

	
	(0.10)
	(0.24)
	(0.93)
	(1.13)
	(0.93)
	(0.59)

	q1claimrate
	-0.826
	-1
	-1.21
	-1.49
	-2.25
	-0.606

	
	(0.91)
	(1.08)
	(1.31)
	(1.62)
	(2.48)**
	(0.68)

	
	
	
	
	
	
	

	adjacent
	0.168
	
	
	
	
	

	
	(2.15)**
	
	
	
	
	

	cent_depXadjacent
	390
	
	
	
	
	

	
	(1.54)
	
	
	
	
	

	samemet
	
	0.173
	
	
	
	

	
	
	(1.13)
	
	
	
	

	cent_depXsamemet
	
	435
	
	
	
	

	
	
	(0.97)
	
	
	
	

	sameregion
	
	
	0.315
	
	
	

	
	
	
	(2.76)***
	
	
	

	cent_depXsameregion
	
	
	493
	
	
	

	
	
	
	(1.27)
	
	
	

	rec_p_dist
	
	
	
	0.512
	
	

	
	
	
	
	(2.72)***
	
	

	cent_depXrec_p_dist
	
	
	
	753
	
	

	
	
	
	
	(1.38)
	
	

	popgreat
	
	
	
	
	0.921
	

	
	
	
	
	
	(4.97)***
	

	cent_depXpopgreat
	
	
	
	
	-674
	

	
	
	
	
	
	(1.31)
	

	simcontrol
	
	
	
	
	
	0.564

	
	
	
	
	
	
	(4.24)***

	cent_depXsimcontrol
	
	
	
	
	
	200

	
	
	
	
	
	
	(0.44)

	
	
	
	
	
	
	

	Constant
	30.3
	49.0
	22.0
	10.3
	-5.17
	10.0

	Observations
	734
	734
	734
	734
	734
	734

	Log likelihood
	-2,219
	-2,227
	-2,212
	-2,204
	-2,204
	-2,197


Note: fixed effects omitted; absolute z-values in brackets. 
* significant at 90 per cent level; ** significant at 95 per cent level; *** significant at 99 per cent level.

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	
	
	
	
	
	
	

	counciltax
	0.00113
	-0.000933
	0.00253
	0.0135
	0.00739
	0.00692

	
	(0.08)
	(0.07)
	(0.19)
	(0.95)
	(0.62)
	(0.52)

	conservative
	-0.437
	-0.716
	-0.388
	-0.268
	-0.391
	-0.669

	
	(0.31)
	(0.54)
	(0.25)
	(0.19)
	(0.28)
	(0.51)

	Labour
	0.27
	0.356
	0.341
	0.301
	0.402
	0.381

	
	(0.19)
	(0.25)
	(0.24)
	(0.22)
	(0.27)
	(0.26)

	Libdem
	-1.1
	-0.741
	-1.2
	-0.778
	-1.67
	-0.57

	
	(0.26)
	(0.18)
	(0.29)
	(0.18)
	(0.39)
	(0.14)

	rsgpercap
	2,907
	2,771
	2,669
	2,625
	6,461
	1,872

	
	(1.56)
	(1.51)
	(1.31)
	(1.15)
	(2.40)**
	(0.87)

	all_gbp
	0.0000174
	0.000012
	0.0000178
	9.07e-06
	-9.97e-06
	4.59e-06

	
	(0.33)
	(0.23)
	(0.33)
	(0.17)
	(0.22)
	(0.09)

	q1claimrate
	-0.836
	-0.333
	-1.42
	-2.71
	-3.46
	-2.16

	
	(0.54)
	(0.22)
	(0.87)
	(1.73)*
	(2.12)**
	(1.27)

	adjacent
	-0.174
	
	
	
	
	

	
	(1.50)
	
	
	
	
	

	cent_compXadjacent
	505
	
	
	
	
	

	
	(1.54)
	
	
	
	
	

	samemet
	
	-0.0985
	
	
	
	

	
	
	(0.47)
	
	
	
	

	cent_compXsamemet
	
	800
	
	
	
	

	
	
	(1.94)*
	
	
	
	

	sameregion
	
	
	-0.459
	
	
	

	
	
	
	(2.13)**
	
	
	

	cent_compXsameregion
	
	
	1,531
	
	
	

	
	
	
	(2.22)**
	
	
	

	rec_p_dist
	
	
	
	-1
	
	

	
	
	
	
	(3.41)***
	
	

	cent_compXrec_p_dist
	
	
	
	3,044
	
	

	
	
	
	
	(3.49)***
	
	

	popgreat
	
	
	
	
	-0.909
	

	
	
	
	
	
	(3.78)***
	

	cent_compXpopgreat
	
	
	
	
	699
	

	
	
	
	
	
	(0.69)
	

	simcontrol
	
	
	
	
	
	-0.5

	
	
	
	
	
	
	(2.03)**

	cent_compXsimcontrol
	
	
	
	
	
	1,639

	
	
	
	
	
	
	(1.88)*

	Constant
	58.7
	54.4
	67.1
	82.1
	111
	68.9

	Observations
	582
	582
	582
	582
	582
	582

	R-squared
	0.68
	0.68
	0.68
	0.69
	0.70
	0.68


Table A2 Replication of Table 1 with a Spatial Lag on Previous Year’s Performance (Estimated by OLS)
[TYPESETTER: PLEASE CENTRE ON DECIMAL]
Note: fixed effects omitted; absolute z-values in brackets. 
* significant at 90 per cent level; ** significant at 95 per cent level; *** significant at 99 per cent level. 

Table A3 Replication of Table 2 with a Spatial Lag on Previous Year’s Performance (Estimated by OLS)
[TYPESETTER: PLEASE CENTRE ON DECIMAL]
	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)

	counciltax
	0.00761
	0.00641
	0.00619
	0.000367
	0.00652
	0.00689
	0.00641
	0.00274

	
	(0.69)
	(0.61)
	(0.58)
	(0.03)
	(0.48)
	(0.52)
	(0.48)
	(0.21)

	conservative
	-0.337
	-0.758
	-0.5
	-0.477
	-0.187
	-0.46
	-0.245
	-0.184

	
	(0.24)
	(0.54)
	(0.35)
	(0.35)
	(0.13)
	(0.33)
	(0.17)
	(0.13)

	labour
	0.668
	0.667
	0.82
	0.698
	0.787
	0.894
	0.995
	0.951

	
	(0.44)
	(0.47)
	(0.56)
	(0.50)
	(0.51)
	(0.61)
	(0.65)
	(0.65)

	libdem
	-1.76
	-1.72
	-1.59
	-1.34
	-0.394
	-0.252
	-0.169
	0.18

	
	(0.42)
	(0.41)
	(0.38)
	(0.32)
	(0.09)
	(0.06)
	(0.04)
	(0.04)

	rsgpercap
	7,594
	7,529
	6,611
	5,451
	3,429
	3,374
	2,595
	1,489

	
	(3.53)***
	(3.39)***
	(2.92)***
	(2.35)**
	(1.79)*
	(1.76)*
	(1.27)
	(0.67)

	all_gbp
	-0.0000174
	-0.0000308
	-0.0000282
	-0.0000352
	9.18e-06
	-4.89e-06
	-1.28e-06
	-5.27e-06

	
	(0.43)
	(0.81)
	(0.69)
	(0.98)
	(0.17)
	(0.09)
	(0.02)
	(0.10)

	q1claimrate
	-2.99
	-3.4
	-2.86
	-2.93
	-1.48
	-2.01
	-1.48
	-1.68

	
	(1.95)*
	(2.20)**
	(1.91)*
	(2.04)**
	(0.93)
	(1.23)
	(0.95)
	(1.09)

	popgreat
	-0.87
	-0.887
	-0.886
	-0.972
	
	
	
	

	
	(5.00)***
	(5.09)***
	(4.86)***
	(5.38)***
	
	
	
	

	simcontrol
	
	
	
	
	-0.253
	-0.31
	-0.296
	-0.354

	
	
	
	
	
	(1.60)
	(1.87)*
	(1.75)*
	(1.96)*

	cent_compXadjacent
	506
	
	
	
	341
	
	
	

	
	(1.54)
	
	
	
	(1.09)
	
	
	

	cent_compXsamemet
	
	1,001
	
	
	
	904
	
	

	
	
	(2.41)**
	
	
	
	(2.14)**
	
	

	cent_compXsameregion
	
	
	1,056
	
	
	
	888
	

	
	
	
	(1.93)*
	
	
	
	(1.62)
	

	cent_compXrec_p_dist
	
	
	
	2,079
	
	
	
	1,648

	
	
	
	
	(2.83)***
	
	
	
	(2.08)**

	Constant
	110
	121
	108
	110
	63.2
	73.9
	62.4
	63.2

	
	(7.04)***
	(7.69)***
	(7.13)***
	(7.30)***
	(5.01)***
	(5.55)***
	(5.13)***
	(5.19)***

	Observations
	582
	582
	582
	582
	582
	582
	582
	582

	R-squared
	0.70
	0.70
	0.70
	0.70
	0.68
	0.68
	0.68
	0.68


Note: fixed effects omitted; absolute z-values in brackets. 
* significant at 90 per cent level; ** significant at 95 per cent level; *** significant at 99 per cent level. 

