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Trends of Financial Contract
Responsibility System Facing
Chinese Local Governments

Shin-ichi Kawai

China has tried to reform its finance system since 1980 and now
performed the revised version of financial contract responsibility
system since 1988.

This paper aims to analyze structure and performance of the
present financial contract system primarily in terms of local
(provine) governments.

First, trend and position of local finances in national finances are
statistically analyzed. Through 1980s, net financial transfer from
provinces to central government consistently decreased and even-
tually fell into minus level in late 1980s.

Second, financial contract relations between central government
and provinces are considered. It seems clear that the financial con-
tract system is in short of general standard and low-institutionalized
because it admits a variety of forms in action and has some gaps
from contracted (standard) rates.

Third, the paper pays attention to financial contract relations
between upper level and lower level governments within some
provinces and lastly tries to comment on economic achievements
and problems of the present system.
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