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Summary

China’s Local Fiscal System : Issues and options
—a case study of Zhejiang Province——

Rong YU

Abstract

This paper explores policy approaches that may solve the problems of
China’s local fiscal system using a case study of Zhejiang Province.

The tax sharing system beginning in 1994 left sub-provincial revenue
sharing arrangements largely to the discretion of governments at the
provincial level and below. As a result, in many provinces, revenue
control has shifted upwards, leaving little revenue to divide at the sub-
provincial level, and in particulay the county-level and township-level.

To address this problem, some provinces have implemented a reform
involving direct provincial oversight of county public finance (&% H.).
Based on a case study of Zhejiang Province, it was found that this reform
can increase the revenue of county-level governments effectively if
applied in conjunction with series of energizing measures. It was also
found that this reform can be effective only in the short-term. In the long-
term, O normative intergovernmental Fiscal Transfers, @
institutionalization of the fiscal system, and @ legislative change were

found to be important.
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